
GOVERNMENT

Slorage  NATIONAL FREIGHT CAR  SHORTA GE

8 9 ' 7b H E A R IN G S
*  BE FO RE  TH E

COMMITTEE ON 
' INTERSTATE AND FOREIGN COMMERCE 

HOUSE OE REPRESENTATIV ES
EIGH TY -N IN TH  CONGRESS

FIRS T SESSION
ON

H.R.  2230, H.R.  7165, an d S. 1098
BILLS TO AMEND SECTION 1(14 ) (a) OF THE  INTERSTA TE 
COMMERCE ACT TO INSURE THE ADEQUACY OF THE 
NATIONAL RAILROAD FR EIG HT  CAR SUPPLY, AND FOR 

OTHER PUR POSES
(AND SIMILAR BIL LS)

= S
OCTOBER 5, 6, AND 7, 1965

Seria l No. 89-26 
_

Pr in ted for  th e use of t he  
Committee on In te rs ta te  and  F oreign Commerce

54-899
U.S. GO VERNME NT PR IN TI NG  OF FICE  

WA SHING TO N : 1965



COMMITTEE ON INTERS TAT E AND FOREIGN  COMMERCE
O REN  H AR R IS , Arka nsas, Chairman

r

H A R L E Y  O. ST A G G ERS,  West Virginia
W A L TE R  ROGERS,  Texas
SA M U E L N.  FR IE D E L, Maryland
T O R B E R T  H . M A CD O N A LD , Massachusetts
JO HN  J A R M A N , Oklahoma
LE O W. O’ B R IE N , New Yor k
JO HN  E. MO SS, California
JO HN  D.  D IN G E LL, Michigan
P A U L G . RO GERS,  Florida
H O R A C E  R. K O R N E G A Y , North Carolina
LIO N E L VAN  D E E R LIN , California
J. J. P IC K L E , Texas
F R E D  B.  R O O N EY, Penn sylvania
JO HN  M . M U R PH Y, New  Yor k
D A V ID  E. S A T T E R F IE L D  III , Virginia
D A N IE L  J. RONAN , Illinois
J. O LI VA H U O T,  New  Hampshire
JA M ES A. M A C K A Y , Georgia
JO HN  J.  G IL LIG AN , Ohio
CH A R LE S P . F A R N SL E Y , Kentucky
JO HN  B E L L  W IL LI AM S,  Mississ ippi

W IL LIA M  L. SPR IN G E R , Illinois 
J. A R T H U R  Y O U N G E R , California  
SA M U E L L . D E V IN E , Ohio 
A N C H E R  N E LSE N , Minnesota 
H ASTIN G S K E IT H , Massachusetts 
W IL LA R D  S. CU R TIN , Pen nsylvania 
G L E N N  CU N N IN G H AM , Nebraska 
JA M ES T. B R O Y H IL L, North Carolina 
JA M ES H A R V E Y , Michigan 
A L B E R T  W. W AT SO N, South  Carolina  
T IM  L E E  C A R T E R , Ke ntucky

W. E.  W illiamson, Clerk 
K en ne th  J. P aint er , As sis tan t Clerk 

Profess ional S ta ff
A nd rew Stevenso n Jam es  M. M en oe r, Jr.
K drt  B orchardt  W illiam J.  D ixon

i i



C O N T E N T S

Hearings held on— Page
October 5, 1965____________________________________________  1
October 6, 1965____________________________________________  97
October 7, 1965____________________________________________  191

Text of—
H.R. 2230________________________________________________  2
H.R. 7165________________________________________________  2
S. 1098___________________________________________________  3

Report of—
Agriculture, Departmen t of__________________________________  8
Bureau of the Budget-----------------------------------------------------------  3, 5
Commerce, Department of___________________________________  6
Defense, Department of_____________________________________  3, 6
Interst ate  Commerce Commission_____________________________  4
Office of Emergency Planning________________________________  9

Statement  of—
Andrews, Hon. Mark, a Representative in Congress from the State  of

North Dak ota___________________________________________  23
Battin , Hon. James F., a Representative  in Congress from the  State

of Mo ntana_____________________________________________  33
Bongartz, Richard, counsel, Pennsylvania Railroad---------------------  173
Brooks, Robert D., general solicitor, New York Central Railroad___  140
Burks, Carroll P., president, American Short Line Railroad Associa­

tion____________________________________________________  191
Connell, Alburn J., director, systems and research, Boston & Maine

Corp___________________________________________________  228
Curtis, Hon. Carl T., U.S. Senator from th e State of Nebraska_____  18
Dole, Hon. Bob, a Representative in Congress from the State of

Kansas_________________________________________________  35
Duncan, Hon. Rober t B., a Representative in Congress from the State

of Oregon_______________________________________________  133
Foley, Hon. Thomas S., a Representative in Congress from the State

of Wash ington___________________________________________  97
Hicks, Hon. Floyd V., a Representative  in Congress from the State of

Washington_____________________________________________  25
Hill, Hon. Jonel C., public utili ty commissioner, S tate  of Oregon___  181
Hilton, Edmund W., Jr., traffic manager, American Plywood Asso­

ciation, Tacoma, Wash____________________________________  61
Karth, Hon. Joseph E., a Representative in Congress from the State

of Minnesota____________________________________________  37
Lamprecht , vice president, systems operations, Southern  Pacific Co_. 233 
Langen, Hon. Odin, a Representative in Congress from the State  of

Minnesota_______________________________________________ 99
Magnuson, Hon. Warren G., U.S. Senator from the State of Washing­

ton_____________________________________________________ 10
Martin, Hon. Dave, a Representative in Congress from the Sta te of

Nebraska_______________________________________________  19
Martin, Eldon, vice presiden t and general counsel, Burlington Rail­

road___________________________________________________85, 100
Meeds, Hon. Lloyd, a Representative in Congress from the  State of

Washington______________________________________________ 28
Miller, E. P., chairman, Car Service Division, Association of American

Railroads_______________________________________________  140
Mize, Hon. Chester, a Representa tive in Congress from the  State of

Kansa s._____ ___________________________________________  33
h i



IV CONTENTS

St atem en t of—C ontinued
Nelsen, Hon.  Anchor, a Rep rese ntat ive in Congress  from the  Sta te of Page 

Min nesota_________________________________________________ 21
Newton, Car l E ., special counsel, Boston & Maine Corp., and the  New

York, New Have n & Hartford  Railro ad_______________________  198
Olsen, Hon. Arnold, a Representat ive in Congress from the Sta te of

Mon tana __________________________________________________  32
Pfahler, Rober t P., Direc tor, Bureau of Safety and  Service, In te rs ta te

Commerce Commiss ion______________________________________ 42
Perlman , Alfred E., president  and  chief execut ive officer, New York

Cen tral  Ra ilro ad___________________________________________  140
Redlin , Hon. Rolland, a Representat ive in Congress  from the  S tate of 

No rth  Da ko ta_____________________________________________  40
Roncalio, Hon. Teno, a Rep rese ntat ive ir  Congress  from the Sta te of 

Wyoming_________________________________________________  36
Smith,  Emmet  J., member, Traffic Advisory Committee, American

Plywood Association________________________________________  61
Smucker, Dav id E., vice president, Pennsylvan ia Ra ilro ad__________  173
Stew art, Oliver Lee, executive  secre tary  and  traffic officer, Sou thwest

Oregon Ship pers ’ Traffic Association, In c______________________  184
Ullman , Hon.  Al, a Rep rese ntat ive in Congress from the  State  of

Oregon____________________________________________________ 38
Wa term an,  Jeremiah C., general attorn ey,  Southern Pacific Co____  233
Webb,  Ho n. Charles A., Chairman, In ters ta te  Commerce Commission _ 42
Wyatt, Hon.  Wendell, a Representat ive in Congress from the  S tate of

Oregon___________________________________________________  39
Additional information submit ted  for  the  record  b y—

American Farm Bu reau  Federation , let ter  from  M at t Triggs, ass ista nt
legislative director__________________________________________  274

American Plywood Associa tion
Indu str y shipments of plywood—All g rades, by S tate s (map) ___  72
Locations of plywood and veneer p lan ts in W estern  S tate s (map) 71
Membersh ip roster , October 1965-----------------------------------------  66
Prod uctio n of softwood plywood, by State s, 1925-64 (table )____  70
Traffic adviso ry commit tee________________________________  69

American Shor t Line Railroad Association:
“Budget Planning—Buying Is More Tha n Payin g” (art icle  from

Oct. 11, 1965, issue of Railway Age)______________________  277
Le tte r f rom Carroll P. Burks, pre sid ent_____________________  275
“Southern Pacific Plans a Cu t in Fre igh t Ra te To Ease Car

Shortage” (article  from Oct. 13, 1965, issue of the  Wall Street
Journa l)_______________________________________________ 275

“What About the  Short  Lines?” (art icle from  Oct. 4, 1965, issue
of Railway  Age)________________________________________ 276

Associat ion of American Railroads:
Equ ipm ent  da ta as reported to  Car  Service Division by class I 

railroads and railroad  owned a nd controlled priv ate  re frigerator 
car lines (tab le)________________________________________  172

Flexi-Van, a service of New York Central Sys tem _____________ 146
Le tte r from Gen. John  J. Lane, commanding officer of the  Mi litary

Traffic Manage ment and Terminal Service, De partm ent of the 
Arm y__ ____ _________________________________________  153

Morthl y summ ary, CCC grain releases (ta ble)_______________  148
Revenue fre ight cars owned or leased by rail road s and private car

lines, July  1, 1965 ( tab le)________________________________  171
Barnes, Wendell B., executive vice p resid ent, Western Wood Prod ucts

Association, Por tland, Oreg.:
Appendix I—Cars owned, installed, and reti red  by class I rail­

roads, by years, 1955-64 (table )__________________________  249
Appendix II —Sum mary of carloading survey, for the  Douglas-

fir an d western pine region (ta ble )________________________  249
Sta tem ent_______________________________________________  247

Baux ite & Northe rn Railw ay Co., Bauxite,  Ark., le tte r from James
Davies, Jr., general manag er_________________________________  282

Biaggini, Benjamin  F., pres ident, Southern Pacific Co., remarks  be­
fore the  American Plywood Associat ion________________________ 243



CONTENTS V

Addit ional  information sub mitted for the  record by—C ontinued
Bush, William L., direc tor of transp ortation , Weyerhaeuser Co., P a K®Tacoma, Wash., sta tem en t___________________________________ 239Corby, Phillip M., traffic manager, Evans  Grain Co., sta temen t___  253Eaton-Young  Lum ber Co., telegram from Rober t G. Guitteau,  vicepre sid ent__________________________________________________  267Elk  Lum ber Co., Medford, Oreg., t elegram from Ted Bauer________  268Eugene F. Burril l Lumber Co., telegram fro m____________________ 267Forest Industr ies,  Inc.,  Dillard,  Oreg., teleg ram from D. V. Martin ,traffic manager_____________________________________________  268Garvey, Inc. , Wichita, Ka ns .:

Exhib it No. 1—Clients of Garvey, In c______________________  261Exhib it No. 2 (table )_____________________________________  261Exhib it No. 3 (table )_____________________________________  262State men t________________________________________________ 258Georgia-Pacific Corp., P ortl and , Oreg., lett er  from William C. Norman,vice president______________________________________________  282Gooch Milling & Elevator Co., Lincoln, Neb r.:
Associat ion of American Railroads rep ort  of class 1 carriers(table )-------------------------------------------------------------------------  242Sta tem en t_______________________________________________  241Harris , Hon. Oren:
Le tte r from, to Danie l Loomis, pres iden t, Associat ion of AmericanRai lroads_____________________________________________  164Letter to, from Daniel Loomis, presiden t, Association of AmericanRail roads_____________________________________________  165Hohensee , Marvin  D., traffic manager, Eq uit y Union Grain  Co., Lincoln, Neb r.:
Exhib it A—Car  orders, receipts, and  shipmen ts, recapitu lationperiod, December 1, 1964-March 31, 1965 (table )___________  240Exhib it B—Wheat received at  term inal—CCC and company(table )________________________________________________  241State men t_______________________________________________  239Hubba rd, Gus R., general traffic manager, Simpson Timber Co.,Seatt le, Wash., sta tem ent____________________________________ 62In ters ta te  Commerce Commission:
Exhib it A.—Unserviceable and  serviceable freig ht cars, class Irailroads, to tal  freigh t cars (table )________________________  47Exh ibit  B.—Plain and equipped boxcar  ownership (ta ble)_____  48Exhib it C.—Plain boxcars—Loss in serviceable ownership andpercentage of loss by dist ricts  (tab le)______________________  50Fre igh t cars delivered, retired, and  ordered, 1964 an d 1965 (tabl e).  57 Jenk ins, Elio t H., general manager, Long-Bell Division, Intern ationalPap er Co., Longview, Wash., let ter  f rom ______________________  282Kohr, Glenn, traffic manager, Morrison Grain  Co., Inc.,  Salina, Kans.,statem en t_________________________________________________  255Lincoln Grain, Inc., Lincoln, Nebr .:
Carrier  tota l performance of boxcars (tab le)____________________  266Exhib it No. 1—Cars ordered and  furnished, and condition,1963-65 (table )________________________________________  265Recapitulat ion—B ad order  cars (tab le)_______________________  266Sta tem en t_______________________________________________  262Martin , Eldon, vice preside nt and  general counsel, Bur lington Rail­road :
Boxcar ownership— Class I U.S. railroads, 1945-65 (table )_____  102Exhib it A—Fre igh t car  ownership— Class I U.S. railroads , 1945-65 (ch ar t)_____________________________________________  109Exhib it B—Boxcar ownership—Class I U.S. railroads, 1945-65(cha rt) ________________________________________________  110Exhib it C—Boxcars owned and  perc ent of “home” boxcars online (table )____________________________________________  111Fre igh t car ownership— Class I U.S. railroads, 1945-65 (table)  __ 102Per  diem charges, April 1, 1965 (table )______________________  107Menasha  Corp. , Menasha, Wis., telegram from Mowry Smith, J r___  269Meridian & Bigbee Railroad Co., Merid ian, Miss., let ter  from WilliamM. Shoemaker, executive vice p res ide nt_______________________  281



VI CONTENTS

Addit ional  information submit ted for the  record by —Continued
Moberly, S ylvester O., traffic manager, C -G -F  Grain Co., Inc. , Sa lina,

Kans., represen ting Salina Board  of Trad e, statem en t___________  257
National  Association of Railroad & Utilit ies Commissioners:

Le tter from E veret te Kreeger, ass ista nt general counsel________  270
Rep ort of th e Subcommittee on Rai lroad Ca r Shortages, October

1, 1965________________________________________________ 270
Resolu tion adop ted September  21, 1961--------------------------------  270

Nation al Council of Farme r Cooperatives , statem en t______________  251
National Lumber & Building M ater ial Deale rs Association , st atem en t. 251 
Nebraska Grain  & Feed Dealers Associat ion, let ter  from Howard W.

Elm, executive secretary--------------------------------------------------------- 31
Nebraska Sta te Railway Commission, tele gram from  Richard  H. Lar ­

son, commissioner----------------------------------------------------------------  269
Newton, Car l E., special counsel, Boston & Maine and  New Haven

Rai lroa ds:
Effect of an y increase of per diem ra te  ( ch ar t)--------------------------  210
Reproduction  cost new in t he  per diem ra te  defeats  it s theore tica l

objective  and  impedes replacement of the car fleet (2 ch ar ts ):
Pa rt 1______________________________________________  211
Pa rt 2______________________________________________  212

Northe rn Pacific Railway, teleg ram from Ea rl F. Requa, vice pre sident 
and genera l counsel--------------------------------------------------------------- 22

Northwest Door & Plywood Sales, Inc. , telegram  from H. E. Tenzle r, 
president__________________________________________________  267

Orner, Frederick  J., vice pres iden t, execu tive ass istant to  trus tees, of
the New York, New H aven & H art ford Rail road , s ta temen t______  198

Remmel, Roland  R., Lit tle  Rock, Ark., let ter  fro m________________  281
Seatt le, Wash.,  P ort  of, le tte r from J. Eldon Opheim, genera l manage r. 31 
Southwest  Oregon Shippers’ Traffic Associat ion, Inc .:

Exh ibit  A—Boxcars and  flatcars ordered and supplied, 1962-65
(table )________________________________________________  187

Exh ibit  B—Actua l boxcar shortages at  10 SOSTA mills, week of
September  7-10, 1965 (table )____________________________  189

List of members__________________________________________  187
Starr  Ca rter Lumber Sales, telegram  f rom _______________________  267
Straub , Robert W., State tr easure r, Salem, Oreg., l et te r------------------- 274
Timber Structures, Inc. , Por tland, Oreg., t elegram from R. W. Mayer,

pre sident__________________________________________________  268
Western Fores t Industr ies Association, Por tland, Oreg., statem en t—  249
Western Lumber Marketing  Association,  telegram  from Joh n R.

Burns , pres iden t____________________________________________  266



NATIONAL FRE IGHT CAR SHORT AGE

TU ESDA Y, OCTOBER 5, 1965

H o use  of R e p r e s e n t a t iv e s ,
C o m m it tee  on  I n ter sta te  an d F o r e ig n  C om m erce ,

Washington, D.C.
The committee met at 10 a.m., purs uant to call, in room 2123, 

Rayburn House Office Building, Hon. Oren Harris (chairman) 
presiding.

The Chairman. The committee  will come to order.
Today  the committee has scheduled hearings on H.R. 7165, the 

Senate  passed bill 1098, and some 17 or 18 other  bills of similar 
character, having to do with the methods which the Interst ate  
Commerce Commission may use in establishing the amount of the 
per diem, that  is, the daily amount, which railroads pay to another 
railroad for the use of freight cars.

All 19 bills have in common the purpose of attempting by means 
of the use of th e per diem charge to alleviate the inadequacy of the 
national railroad freight car supply.

Increased a utho rity  in this field of establishing the per diem charge 
has been requested by the Commission for many years.

To carry out the recommendation, I introduced H .R. 7165, and the 
distinguished chairman of the Commerce Committee of the Senate, 
I understand,  introduced the same bill, from which was developed 
the present bill t ha t we have, passed by the other  body.

These 19 bills fall into three classes. H.R. 7165 and 15 others  
are identical. H.R. 2230 and H.R.  4407 are the same as these 16 
bills, except tha t they would add, as I unders tand, an extra section 
which would limit the auth ority for a period of 2 years.

The Senate passed bill, S. 1098, is the same as the House introduced 
bill, H.R. 7165, with the addition of certain  exceptions which the 
Commission may make in its  promulgation of rules covering per diem 
in order to take  into account certain  factors having to do with the 
so-called deficit ownership railroads; namely, those tha t receive more 
cars from connecting carriers than they originate and deliver to their 
connections.

We have many witnesses to be heard. This is a ma tter that has 
been before the Congress and the country for many years. There  
has been a lot of controversy over whether  or not adjust ing the per 
diem rate will get more boxcars or freight cars. The purpose here 
is to get more cars, and keep them rolling.
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We have obse rved  each ye ar  during the  ha rves t season the  grea t 
demands  th at  hav e been  made upon the rai lro ad  ind us try , and the  
complaints th at  come  to Congress ab ou t the short age of fre igh t cars . 
I  ha d not  i nte nded to tak e up this pro blem thi s yea r.

Because  of the  con trover sy,  I had exp ected,  perhap s, th at it  w ould 
go over u ntil  n ex t y ear , when the m at te r could be gone  in to at  g rea ter  
length.

However, since  the Senate comm itte e has worked  ou t a bill, which 
I have  been told should  a t lea st be a ste p in the rig ht  direct ion , and  
since the re is a feeling thou gh ou t the co un try  th a t the very in tro du c­
tion of these bills would do some thing  ab ou t the fre igh t car  shor tag e, 
and because of the general  in ter es t, I dec ided  th at even  at  thi s lat e 
time in the session it  would be ap prop ria te  and adv isable  to  hold  
hearings and  make a record  on the subje ct.

(H.R. 2230, H. R.  7165, S. 1098, an d agency  rep or ts follow .)
[H .R.  2230, 89th Cong., 1st sess.l

A BILL  To amend section  1(14)(a) of th e I nte rstate  Commerce  Ac t to insure  the ad equacy of the nationa l railroad freight ear supp ly,  an d for other purposes

Be it enacted by the Senate and House of Representatives of the United States of America in Congress assembled, Th at  section 1(14) (a) of the  Inter sta te Commerce 
Act is amended by adding at  the  end thereof a new sentence  reading as follows: 
“In fixing the compensation to be paid for the  use of freight cars, the  Commission shall give considera tion to the  level of freig ht car ownership and  to other factors 
affecting the adequacy of the  nationa l freig ht car supply and  shall, on the basis of such consideration, determ ine wh ethe r compensation should be computed  on the basis of elements of ownership expense involved in owning and m aintainin g freight 
cars, including a  fa ir ret urn  on value (which return  shall be fixed at  such level as 
in the Commission’s ju dgm ent  will encourage the  acquisi tion and main tenance of 
an adequ ate freight car fleet), or should be computed on the basis of elements reflecting the value of use of freigh t cars, or upon such other basis or combination 
of bases as in the  Commission’s ju dgme nt will provide jus t and  reasonable com­
pensation to freigh t car  owners, con trib ute  to sound car service practices,  and 
encourage the acquis ition and  mainten ance of a  car supply adequa te to meet the  needs of commerce and the  n atio nal  defense .”

Sec. 2. The amendment made by this  Act shall be effective only during the  two-year period following the  effective date of the  first orders  issued by the 
Inters tate  Commerce Commission under the  authority  of such amendment with 
respect  to compensat ion to be paid  for the  use of freight  cars.

[II .R . 7165, 89th Cong.,  1st sess.]
A BILL To am end section 1(14) (a) of the In ter sta te Commerce Ac t to insure  th e adequacy of the national railroad  freight car su pp ly,  and for other purposes

Be it enacted by the Senate and House of Representatives of the United States of 
America in  Congress assembled, Th at  section 1(14) (a) of th e In ter sta te Commerce Act is amended  by adding at  the end thereof the following new sentence : “ In 
fixing the  compensation to be paid for the  use of freight cars, the  Commission shall give considera tion to the  level of f reight car  ownership  and  to othe r facto rs 
affecting the  adequacy of the nat ional freig ht car supply  and  shall, on the  basis of such considera tion, determine whe ther  compensation should  be computed on the  basis of elements  of ownership expense involved in owning and maintain ing 
freigh t cars, including a fair ret urn on value (which return  shall be fixed at  such 
level as in the  Commission’s j udg ment will encourage  the acquisition and  main­tenance of an adequa te freig ht car fleet), or should be computed on the  basis of elements reflecting the  value of use of freight cars, or upon such other basis or combination of bases as in the  Commission’s judgment  will provide just and reason­
able compensation to freight car owners, contribute to sound car service practices, and encourage the  acquisi tion and  main tenance of a car supply  adequa te to  meet the  needs of commerce and  the  national defense.”
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[S. 1098, 89th Cone. , 1st sess.l

AN AC T To amend section 1(14) (a) of the Inters tat e Commerce Act to  insu re t he  adequacy of th e n ational 
railroad freight  car  supply,  an d for other  purposes

Be it enacted by the Senate and House of Representatives of the f nited States of 
America in Congress assembled, Th at  section 1(14) (a) of the  Inters tsite Commerce 
Act is amended by adding at  the end thereof a new sentence read ing as follows: 
“I n fixing the compensation  to  be paid  for the use of f reight cars, the Commission 
shall give cons ideration  to  the level of f reight car ownership  and to  other factors 
affecting the  adeq uacy of the  nat ional freig ht car supp ly and  shall, on the basis 
of such considerat ion, determine whether compensation  should be computed on 
the  basis of elements of ownership expense involved in owning and  maintain ing 
freight cars, including a fair  re turn  on value (which re turn  shall be fixed a t such 
level as in the  Comm ission’s judgme nt will encourage the acquisi tion  and main ­
tenance of an adequ ate  freight car fleet), or should  be computed on the basis of 
elements reflecting the value of use of freig ht cars, or upon  such other basis or 
com bina tion of bases as in the Commission’s judgment  will provide just and  
reaso nable  compensation  to  freig ht car owners, con trib ute  to sound car service 
practices, and  encourage  th e a cquisit ion and maintenance  of a car supp ly adeq uate 
to meet the needs of commerce and the nat ional defense. In  the  consideratio n 
of any element included in determ ina tions pursu ant to this paragraph  as an 
incentive to  car acquisi tion  and maintenan ce the  Commission is empowered to 
make such element, or any  pa rt  thereof,  inapplicable: (1) to carrie rs determined 
by the Commiss ion as owning an ade quate  num ber of freight cars to meet the ir 
responsibili ties to the  needs  of commerce and  the  nat ional defense; (2) to carrie rs 
which terminate a sub stantially higher percentage of inter line traffic than  the y 
orig inate; (3) to types of freight cars the supp ly of which th e Commission  finds to  
be ade quate ; and  (4) to  such oth er cases or circumstances as the Commiss ion 
finds t o be in the  public inter es t.”

Passed t he  Senate June  30 (legislative day , Jun e 29), 1965.
At tes t: Felton M. J ohnston, Secretary.

Executive Offic e of the President,
Bureau of the Budget , 

Washington, D.C., Ap ril  7, 1965.
Hon. Oren H arris,
Chairman, Committee on Interstate and Foreign Commerce,
House o f Representatives, Washington, D.C.

Dear M r. Chairman: This  is in reply  to  you r reques t for the views of the  
Bureau  of the Budget on H.R.  425, a bill “to amend section 1(14) (a) of the 
In te rs ta te  Commerce Act to insu re the  adeq uacy  of the nat ional rail road fre igh t 
car supply, and  for other purposes.”

You are advised  th at  the  Bureau  of the  Budget would have no objectio n to  
the  enactme nt of H .R.  425.

Sincere ly yours,
P hil lip  S. H ughes,

Assistant Director for  Legislative Reference.

General Counsel of the Department of Defen se ,
Washington, D.C., Apr il 9, 1965.

Hon. Oren Harris ,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. Chairman: Reference is made to your req ues t fo r the  views of the 
De partm ent of Defense with respect  to  H .R.  425, 89th Congress, a bill “to amend 
sect ion 1(14) (a) of the In te rs ta te  Commerce Act to  insure the adequacy of the 
na tional  rai lroad freight  car supply, and  for  o ther  pu rposes.”

The purpose of t he  bil l is to insure the  adequa cy of th e na tional  rai lroad fre igh t 
car supp ly through ad jus tm en t by the In ters ta te  Commerce Commiss ion of the 
compensat ion to  be paid  for the  use of freight  cars. The  bill prescribes  the 
crit eria  to  be employed by the  Commiss ion in considering methods by which
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compensat ion may be adjuste d so th at  i t will be jus t and reasonable , contr ibu te 
to  sound car service pract ices, and encourage the  acquisit ion and  m aintenan ce of 
a car supply ade qua te to  meet the  needs of commerce and  the  nat ional defense.

The Department of Defense is vi tally inte rest ed in an  adeq uate r ailro ad freight 
car supply in the  United States.  It  appe ars th at  enactment of the  proposal 
may contribu te in some measure  toward improving the  f reight car supp ly sit ua ­
tion in the United Sta tes in the  futu re. Although it is bel ieved that , under the  
Inter sta te Commerce Act as presently  wri tten , the  Commission could utilize  the  
criteria set forth in this bill, it would be adva ntageous  if the  In ters ta te  Com­
merce Act were amended to be more specific and mandatory on this point. Ac­
cordingly, the Depar tme nt of Defense recommends enactment of th is legislation. 

The fiscal effects of this p roposal canno t be es timated.
The Bureau of the  Budge t advises that , from the  stand point  of the adm inis tra­

tion’s program,  there is no objection to the  presenta tion of this report  for the 
considera tion of the  committee.

Sincerely,
L. N ied erl ehn er,
Act ing  General Counsel.

I nterstate Commerce Commission,
Washington, D.C., September 2, 1965

Hon. Oren Harris,
Chairman,  Committee on Interstate and Foreign Commerce, House of Representatives, 

Wash ington , D.C.
Dear Chairman H arris: This is in response to your  request for the Commis­

sion’s comments on H.R . 425, H.R . 4165, and H.R . 4172, bills “to  amend sec­
tion 1(14) (a) of the  In ter sta te Commerce Act to insure the  adeq uacy of the 
nation al railroad freigh t car supply, and  for  other purposes.” I am authorize d to 
submit the following com ments in behal f of the  Committee on Legislat ion:

H.R . 425, H.R . 4165, and H.R . 4172 (which a re identical to legislat ive recom­
menda tion No. 6 in the  Commission’s 78th annual report) , would grant the  
Inter sta te Commerce Commission autho rity to prescribe per diem charges for th e 
use of railroad freight cars on a basis th at  will provide an economic incentive to 
the railroads to acquire and  mainta in a supply of freight cars adequa te to meet 
the needs of commerce and  the  natio nal  defense.

The diminishing  supply of ra ilroad fre ight  cars has been a m att er  of considerable 
concern to the  Commission for many years. Desp ite the  genera lly expanding 
economy of the  country, the  ownership of freigh t cars is now less tha n it was 
during World War II.  As a  resu lt, critical shortages of increased duration  and 
severity  have  become a lmos t commonplace on the  nat ional transp ort ation  scene. 
Studies made in 1950 indicated th at  a total  of 1,935,500 freig ht cars would be 
required by 1956 to meet  the  ant icipat ed needs of shippers. As of Jan uar y 1, 
1956, however, freight-car ownership and control  of class I railroads (including 
railroad owned or controlled refr igerato r cars) totale d only 1,774,614 cars. As of 
Jan uary 1, 1956, th is figure had fallen to 1,550,477 cars,  a record  low.

In addition  to inad equate car  ownership, one of the greatest contributing 
factors to recurring freig ht car shor tages has been the  failure of some carriers  to 
utilize the  existing fleet of eq uipment more efficiently. During periods  of critical  
shortages the  Commission has resorte d to  every means at  its  command  to  cope 
with  the  problem. We have issued numerous car service orders to assure equitable 
dist ribu tion  and maximum u tilizat ion  of the  fre ight  cars remain ing in service. In 
addit ion, great ly stepped up dem urrage charges have  helped to insure prompt 
loading and unloading by shippers and  receivers. While such actions  have here­
tofore provided a measure of relief, they are becoming less effective and increas­
ingly controversial  as the  tota l supp ly of freight  cars continues to decline each year.

Since the earning value of freig ht cars often substan tial ly exceeds the current 
scale of per diem charges, some of the  carriers have found it cheaper to pay the 
per diem or car ren tal charge tha n to own cars. These carriers, therefore, lack 
sufficient economic incentive to provide their  fair  share of an  adequate  ca r supply. 
The assistance th at  can be expected from the  inst itut ion of the  multilevel per 
diem system established by the  carriers is questionable. This system is based 
generally  on the concept of a deq uate compensation to owners of cars purchased, 
on the  basis of cost, condition , or age, bu t compliance with  the  plan is volu ntary 
and some carriers have not  accepted it.
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Some time ago the Commission attempted to take the profit out of renting 

equipment by imposing a penalty  per diem charge which it believed would furnish 
a pecuniary spur to deficit railroads to acquire a sufficient number of cars to at 
least take care of their own loading obligations. (Increased Per Diem Charges 
on Freight Cars, 268 I.C .C. 659 (1957).) However, in Palmer v. United States 
(73 F. Supp. 63 (1947)), the Commission’s order was set aside by a three-judge 
district court which held that  the Commission could not prescribe per diem charges 
for regulatory purposes. The effect of this decision has been construed as pre­
cluding the Commission from prescribing per diem charges which would produce 
a profit to the carrier-owner, provide an incentive for car ownership, recognize 
the value of the use of freight  cars, and require the acquisition and maintenance 
of a car supply adequate to meet the needs of commerce and of the national 
defense. While the Palmer case may not place the stringent limitations upon the 
Commission which some suggest, we believe that there is sufficient doubt in this 
respect tha t it should be made clear in the statu te that the Commission has au­
thority to establish per diem charges above the bare cost of ownership and at a 
level that would make the advantages of owning equipment more attractive.

If the advantages of owning equipment could be made more a ttractive, there 
should be a greater willingness on the part of ever y railroad to make its just and 
equitable contribution to the national freight  car fleet. These bills propose to 
accomplish this ob jective by  amending section 1(14) (a) of the act  so as to authorize  
the Commission in establishing a per diem charge for the use of freight cars to 
determine whether such charge should be computed upon the basis of the elements 
of ownership expense involved, including a fair return on value, or on elements 
reflecting the value of their use, or upon such other basis or combinations of bases 
as, in the Commission’s judgment, will provide reasonable compensation to the 
owner, contribute to sound car service practices, and encourage the acquisition of 
an adequate national supply of freight cars. In essence, the proposal would 
authorize the Commission to fix per diem charges which would motivate every 
railroad to maintain its ownership of freight cars at a level which will meet the 
needs of the shipping public during normal times and provide a reasonable supply 
during periods of emergency. Its enactment would thus overcome the effect of 
the decision in the Palmer case and would be of substantial assistance to the Com­
mission in its efforts to allev iate the crippling economic effects of freight car 
shortages.

For the above reasons we strongly support enactment of H.R . 425, H.R . 4165, 
and H.R . 4172.

Respectful ly submitted.
Joh n W. B u sh ,
L a u r e n c e  K. W a l r a t h ,

Acting Chairman, Committee on Legislation.

E x e c u t iv e  O f f ic e  of  th e  P r e sid e n t ,
B u r e a u  of  th e  B u d g et ,

Washington, D.C., September 29, 1965.
Hon. O ren  H a r r is ,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

D e a r  M r . C h a ir m a n : This is in reply  to your letter  of April 9, 1965, requesting 
the views of the Bureau of the Budget on H.R . 7165, a bill to amend section 
1(14) (a) of the Interstate  Commerce Act to insure the adequacy of the national 
railroad freight  car supply, and for other purposes.

This bill would empower the Interstate  Commerce Commission to fix the rate  
of compensation to be paid for the use of freight cars with a view to encouraging 
the acquisition and maintenance of cars adequate to meet national commerce and 
defense requirements. The Commission would be required to consider the cost 
of freight car ownership and the value of the use of freight  cars in establishing 
per diem car rental rates as well as other factors deemed reasonable by the Com­
mission. It  appears tha t the existing freight  car supply is not as efficiently uti­
lized as i t might be and that reasonable rental charges effect ively enforced might 
result in substantially greater utilization and possibly in some increase in the 
freight  carrying capability  of the railroads. In reports being sent to your com­
mittee by the Departm ents of Commerce and Agriculture the  underlying problems
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are discussed in greater  detail. Those agencies favor enactment of this or similar legislation.
You are advised that there would be no objection to the enactment of H.R. 7165 from the standpoint of the administration’s objectives.Sincerely yours,

Phillip S. Hughes,
Assis tan t Director fo r Legisla tive Reference.

Department of the Army, 
Washington , D.C.,  October 5, 1965.Hon. Oren Harris,

Chairman, Committee on Inters tate and Foreign Commerce,
House of Representatives,
Washington, D.C.

Dear Mr. Chairman: Reference is made to your request to the Secretary of Defense for the views of the Department of Defense with respect to H.R. 7165, 89th Congress, a  bill to amend section 1(14) (a) of the  Inte rsta te Commerce Act to insure the adequacy of the national railroad freight car supply and for other  purposes. The Secretary of Defense has delegated to the Departmen t of the Army th e responsibility for expressing the view's of th e Depar tment of Defense thereon.
The purpose of H.R. 7165, 89th Congress, which is identical to H.R.  198 and H.R. 2092, 88th Congress, is to insure the adequacy of the national railroad freight car supply through adjustment by the Inte rsta te Commerce Commission of the compensation to be paid for the use of freight cars. The bill prescribes the criteria to be employed by the Commission in considering methods by which compensation may be adjusted so th at it will be ju st and reasonable, contribute to sound car service practices, and encourage the acquisition and maintenance of a car supply adequate  to meet the needs of commerce and the national defense.The Department of Defense is vitally interested in there being an adequate railroad freight car supply in the United States. It  appears that enactment of H.R. 7165 may contribute in some measure toward improving the freight car supply si tuation in the United Sta tes in the future.  Although it  is believed that under the Intersta te Commerce Act as presently written, the Commission could utilize the criteria set forth in this bill, i t would be advantageous if th e Inte rsta te Commerce Act were amended to be more specific and mandatory on this point. Accordingly, the Department of the Army on behalf of the Department of Defense recommends enactment of H.R. 7165.
The fiscal effects of this bill cannot be estimated.This report has been coordinated among the Depar tments  in the Depar tment of Defense in accordance with procedures prescribed by the Secretary of Defense.The Bureau of the Budget advises tha t, from the  s tandpoint of the administra­tion’s program, there is no objection to the presentation of this report for the consideration of the  committee.

Sincerely yours,
Stanley R. Resor,

Secretary of the A rmy.

General Counsel of the Department of Commerce,
Was hington, D.C., May  6, 1965.Hon. Oren Harris,

Chairman , Committee  on Intersta te and  Foreign Commerce,House of Representatives , Wa shin gton, D.C .
Dear Mr. Chairman: This is in further  reply to your requests for the views of this Department on H.R. 425 and H.R.  7165, identical  bills to amend section 1 (14) (a) of the  Inte rsta te Commerce Act to insure the adequacy of the  national railroad freight car supply, and for other  purposes.
These bills would add a new’ sentence to section 1(14) (a) requiring the Inter­sta te Commerce Commission, in fixing the  compensation to be paid for the use of freight cars, to give consideration to  the  level of freight car ownership and to other factors affecting the adequacy of th e national freight car supply. On the basis of such consideration, the Commission would be required to determine W’hether
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compensation should be computed on the basis of elements of ownership expense, 
the value  of use, or upon a combination of bases as in its  judgment would provide 
just and reasonable compensation to freigh t car owners, contribute to sound car 
service practices, and encourage the acquisition and maintenance of a car supply 
adequate to meet the needs of commerce and the national defense.

This legislation has been recommended by the Commission annually since 
1955. This proposal stemmed from the decision of the U.S. District Court  for 
the District of Columbia in the Palmer case, a suit against  an order of the Com­
mission increasing per diem from $1.15 to $2 for 6 months, October 1, 1947 to 
March 31, 1948, to “ * * * promote greater efficiency in the use and increase the 
supply of cars * * *”  The court in holding the order invalid said “ the specific 
power to fix compensation for the use of cars is not coextensive  with the general 
power to regulate  the use of cars.”  Palmer v. United States, 75 F. Supp. 63, 67 
(D .C.D.C. 1947).

The current bills have been introduced to overcome the effect of the Palmer 
case by legislation which would give the Commission authority  to fix the com­
pensation paid for  use of freight cars in relation to the national freight car supply, 
since the Cou rt ruled it could not do this under the existing provisions of section 
K14)(a) .

The purpose of these bills is purportedly to alleviate the freight  car shortage, 
especially the seasonal shortage for boxcars. There are sometimes proclaimed 
shortages of other t ype cars, such as refrigerator cars. The Inters tate Commerce 
Commission has made investigations from time to time and increased the per 
diem rate on boxcars from 20 cents to $2.75 over a period of years, but the problem 
has not been solved by that method. The first extensive car shortage investiga­
tion by the Commission was in 1907, Car Shortage— Insufficient Transportation 
Facilities, 12 I .C .C . 561 (1907). The next was in 1917, Car Supply Investigation, 
42 I.C .C. 657 (1917).

In 1930 the Commission, in Rules for Car-Hire Settlement, 160 I.C .C . 369, 378 
(1930), noted that, under the “per diem agreement”  then in force among the 
common carriers b y railroad, “ The per diem rate is supposed to reflect the average 
cost, to the owner, cost of taxes, cost of replacements, miscellaneous expenses, 
and 6-percent interest on the investment.”  Testimony at the hearings on 
“ Freight car supply” in earlier Congresses, indicated that the per diem rate 
included, in addition, participation by the nonowner user in the idle time of the 
car and replacement cost based equally on cost of reproduction and on deprecia­
tion ledger value. Many  specialists have counseled that the base figures used 
may be subject to question because the railroads follow Interstate Commerce 
Commission’s bookkeeping classifications which do not require the segregation of 
car ownership costs from car use costs and other costs. It would appear ap­
propriate to initiate changes in accounting procedures so that the cost of owner­
ship can be segregated from the other costs which are lumped together.

The railroads are not uniform in their approach to the problem of freight car 
supply, the present system of car ownership, per diem car rentals, or the car 
service rules governing the distribution of freight cars. This divergence occurs 
generally between originating and terminating roads. Since originating roads 
must own enough cars to protect their traffic, they  desire the prompt return of 
owned cars (especially during seasonal shortages) even if they  must be moved 
empty. But  terminating roads frequently  find it advantageous to retain foreign 
cars and to minimize their own ownership, particularly when the revenue per 
loaded car-day exceeds the per diem rental and traffic is active.

Even though the per diem charge may cover the overall  cost of ownership and 
car repair, the method used in assessing the charge— a flat per diem rate  regardless 
of type of car, season of the year, or length of usage— does not provide a rental 
revenue system which takes  varying cost and value  situations into account. 
Alternative bases of charges should be considered, and put into effect, which 
apportion the cost of car ownership more equitably among the various classes of 
users, particularly those requiring premium service or service exclusively during 
the peak demand periods.

Insofar as the railroad industry cannot agree on any suitable system of charges 
which takes into account an equitable  apportionment of the cost of car ownership 
and repair, it is logical that the regulatory agency should have the autho rity to 
assist the industry develop a more suitable system in the public interest. To this 
end, the present legal restrictions need to be modified through amendment to the 
Interstate Commerce Act.
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An equitable  apportio nme nt of the cost of ow nersh ip among  car users does not 
in any way imply sup por t of penalty charges designed solely to punish railroads 
and other  car users by collecting renta ls or oth er charge s over and above the  cost 
of ownership and repai r. The objectives of a  p ena lty per diem system  can bet ter  
be m et through the  Commission’s ample autho rity to move cars under car service 
orders.

A system for the  equitable apporti onm ent of car costs is similar  to the  well- 
accepted principles of util ity pricing which assesses premium and  peak users 
differentially higher rate s tha n othe r users on the  grou nd of the  grea ter cost of 
providing service. II. R. 425 and H.R . 716 5 mak e possible such differen tial 
charges for  railroad car use.

Because of the  need to provide a more equ itab le app orti onm ent  of r ailro ad car 
costs, and because the railroad  indu stry  requires the  assista nce of the  regu lator y 
autho rities in developing such a system of charges , the De par tment  favors the  
enac tmen t of the  provisions of these bills as a mean s of accomplishing these 
objectives.

We have been advised by the  Bureau of the  Bud get th at  ther e would be no 
objection to the submission of o ur report from the sta nd po int  of the adm inistra­
tion ’s program.

Sincerely,
R obe rt  E. G il es .

Department of Agriculture, 
Wash ington , D.C., September 30 ,1965.

Hon. Oren Harris,
Chairma n, Commit tee on In ters ta te  and, Foreign  Commerce,
House of R epresentatives,

Dear Mr. Chairman : This  will reply  to you r let ter  of April 9, 1965, inviti ng 
comments on H.R. 7165, a bill “To amend section 1 (1 4 ) (a ) of the In terst ate 
Commerce Act to insure the adequac y of the  n ationa l rai lro ad fre igh t car  supply, 
and for othe r purposes .”

This bill would add a new sentence to the  above section, as fol low s: “In  fixing 
the compensation to be paid for the  use of fre igh t cars, the  Commission shal l give  
conside ration to the level of fre igh t car own ersh ip and to oth er fac tors affectin g 
the adequacy of the nat ional fre igh t car supply  and shall, on the  basis  of such 
consideration, determ ine whether compensation  should be computed on the basis 
of elements of ownership expense involved in owning and ma inta inin g frei ght  
cars, including a fa ir re tur n on value (wh ich  ret urn  shall be fixed at  such level 
as in the  Commission’s judg men t will encourage the  acquisition and  mainte­
nance of an adequate  fre igh t car  fleet),, or should  be computed on the  basis  of 
elements reflecting the value of use of fre igh t cars,  or upon such oth er basis or 
combination  of bases as in the Commiss ion’s judg men t will provide ju st  and  
reasonable compensation to fre igh t car owners, con tribu te to sound car service 
practic es, and encourage the  acq uisi tion  and main tenance of a car  supply 
adequate  to meet the needs of commerce and the nat ional defense.”

The Depa rtme nt recommends pass age of thi s bill.
The supply of serviceable  fre igh t cars has  hi t a new low. This  inadeq uate  

car  supply has  placed a burden not  only  on domestic commerce b ut on our exports  
of agr icu ltural  commodities. We believe th at  the  cause  of the  rec urr ing  car  
supply problem is  inadequate own ersh ip of ra il cars.  Fa ilu re to utiliz e efficiently 
the  ex isting equipment  is also a con trib utin g f act or as is reflected by th e incre ase 
from 13 d ays in 1047 to 19 days in 1961 in the average car t urn -aroun d time.

Unti l the  varia ble per diem schedule was  adopted  in 1964, the method of car 
compensation provided  l ittle  in cent ive for  some rai lroads  t o own cars.  Ra the r, it 
provide d incentive to use o ther  r ail road s’ cars.
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Eve n un der  the variable per diem schedule  the rates for the  va st ma jor ity  of th e 

■cars are lower than  the  former rat e of $2.88. Tha t var iab le ra tes alone  will do 
the  job is seriously  to be quest ioned. There  is a more severe  car sho rtage thi s 
yea r than  last, and  the  num ber of car s owned has not  mater ial ly improved .

The  bill, if enacte d, would not  provide a complete solu tion to  the  car shortage 
problem. We do believe, however, th at  thi s bill is a step in the right direction. 
I t would give the  In ters ta te  Commerce Commiss ion the au thor ity  to esta blish 
per diem charges  to encourage increases  in ownership of cars.  Specifica lly, the  
bill would authorize the  Commission to prescribe per  diem charges which  would 
(1) produce a p rofit  for the  carrier-owner, (2) provide incentive for car ownership, 
(3) con tribute  to  sound car service pract ices, (4) recognize the value of fre igh t 
car use, and  (5) encourage acqu isitio n and  maintenance  of a  car  supp ly adequa te 
to the  needs of commerce and  nat ional defense.

The De partm ent and  the  agr icultural community have a vi ta l in ter es t in 
improving the  car supp ly situ atio n. The  efficiencies of our marke ting sys tem  
should not  be nullified by the  lack of rail  cars or by inabili ty of the rai lroads  to 
make the ir cars avai lable  where they are needed, or when the y are  needed.

The  Bu reau  of th e Budget advises that  there is no o bjec tion to  the  pre senta tio n 
of this rep ort  from the  sta ndpoi nt of the  adminis tra tion’s program.

Sincerely  yours,
O r v il l e  L. F r e e m a n , Secretary.

E x e c u t iv e  O f f ic e  o f  t h e  P r e s id e n t ,
O f f ic e  o f  E m er g en c y  P l a n n in g ,

Washington, D.C., Ap ril  S I, 1965.
Hon. O r e n  H a r r is ,
Chairman, Committee on Interstate and Foreign Commerce,
House o f Representatives, Washington, D.C.

D ea r  M r . C h a ir m a n : This is in reply  to your reques t for a rep or t on H.R.  
7165, 89th  Congress, a bill to  amend sectio n 1(14)(a) of the  In te rs ta te  Com­
merce Act to insure the adequacy of th e nat ion al rail road freight  car supply, and  
for other purposes.

Pa st  periods of car shortages and surpluses have shown th at  the na tio na l fre igh t 
car inventory reflects changes  in the  level of tariff, ra ther  than  changes in the  
amoun t charged for  freight car h ire. However, we are in favor  of m easures which  
would encourage railro ads to constru ct ra ther  than  ren t boxcars and believe th at  
th is  b ill might assist  in a tta ining  t hat  objec tive.

While it  is not cer tain  that  thi s bill will cont ribute  substantially to st ren gth ening 
th e mobilization base, we favo r the  proposed author iza tion of the  In te rs ta te  
Commerce Commission to  consider freight  car supp ly as a fac tor  in its det erm ina ­
tion of re nta l r ates .

From the  stand point  of the a dm inistration’s program, t he  Bureau of the  B udg et 
advises th at  it has no objection  to  the  submission of th is repo rt.

Sincerely,
B u fo rd  E l l in g t o n , Director.

The Chairman. We are very glad to welcome to this committee 
this morning our colleague, the distinguished U.S. Senator, chairman 
of the Commerce Committee of the U.S. Senate, a former colleague 
in the House, whom we have known and I personally have had the 
honor of serving and working with for many years.

He did, whether it was a wise choice or not, decide to leave the  
House of Representatives, in order to go across the way. We will 
not get into  the a rgument  of whether it was a mistake. Nevertheless , 
in this case, I would be the first to admit tha t it was a wise move, 
because not only was he successful in his endeavor, but with the
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wisdom, and the experience he has had, he has become chairman of 
one of the great committees of the  U.S. Senate.

Senator, Mr. Chairman, we welcome you. We are glad tha t you 
did come over here, not only for the purpose of advising us of your 
interest in and your knowledge of this proposal, bu t simply because 
you are chairman of our coun terpart in the other  body, and so you 
might see these new facilities tha t we have. [Laughter.]

We would be glad to hear from you first.

STATEMENT OF HON. WARREN G. MAGNUSON, U.S. SENATOR 
FROM THE STATE OF WASHINGTON

Senator Magnuson. Thank  you, Mr. Chairman.  I appreciate 
what you had to say. I am not so sure, af ter having my first view of 
this magnificant committee room, tha t I didn ’t make a mistake. It  
is a beautiful room, and it is a fitting tribute  to a former chairman, 
distinguished Speaker, Sam Rayburn , in his own building.

I have a very brief statem ent, and I don’t intend  to take up the 
time of the committee at any length, because you have some very 
expert witnesses on this problem tha t want  to appear.

As you pointed out, this is a problem tha t has plagued us in the 
West, in particular, in Congress for many  many sessions. I don’t 
know how many times I have introduced bills in the Senate, and in 
the House, I believe, when I was here, and other Members of the 
Senate have. You do have, as you pointed  out, 19 bills over here 
now, and we hope by this bill to make a s tar t in solving this problem 
which seems to be getting worse. I do have a short statement, in 
which I want to point out some facts to the committee which I am 
sure they will hear from other witnesses in ample supply anyway, 
but  I will reite rate them; and of course, I am pleased a t the inv itation 
to be here.

This legislation, in my opinion, is urgently needed to prevent serious 
losses to grain, lumber, mining, and other industries vital to the 
Nation’s economy through the inabil ity of farmers, lumber interests, 
and mining enterprises to move the ir products.

Our national  economy is now lagging 60 days behind because buyers 
cannot obtain the goods they have ordered for tha t length of time 
because of freight car shortages.

Unless this slowdown in the movement  of our Nation’s goods is 
speedily corrected, the national rebuilding program Presiden t Johnson 
has advocated will take 50 years, instead of the planned 35 years.

The chronic perennial freight car shortages plaguing our Nation 
occur because in the last 20 years railroads have retired over 300,000 
more freight cars than they have built. These 300,000 lost freight 
cars would make a solid t rain which placed end to end would stretch 
from the west coast to Washington, D.C.

My script says that it will stretch from Seattle  to Washington, D.C., 
but in deference to Mr. Younger, I  will call it the west coast.

S. 1098 passed the Senate without a dissenting vote on June 30 of 
this year. S. 1098 was reported unanimously by the Senate Com­
mittee on Commerce, and 1 must  say after we had long hearings and 
much discussion regarding a particular amendment which they thought 
might make it equitable to certain New England railroad areas.
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S. 1098 is strongly supported by the Inters tate  Commerce Com­
mission. You have many prominent members here of the  Commis­
sion, which has recommended legislation like this designed to improve 
the f reight car supply in it s annual repor ts since 1955.

Enactment of S. 1098 is favored by the Department of Commerce, 
the Department of Agriculture, the Department of Defense, the Gen­
eral Services Administration,  the Comptroller General, and the Office 
of Emergency Planning.

S. 1098 is supported by the National Association of Railroad  and 
Utilities Commissioners. It  also has the support, I believe, of the 
indus try and the public. The American Farm  Bureau Federation, 
the American Plywood Association, the National Council of Farmers 
Cooperatives, a substantial segment of the  ra ilroad indus try, shippers 
and shipping organizations, particular ly in the grain, milling, and 
lumber trades, and m any States, cities, and  ports s trongly support the 
enactm ent of this measure.

I have received—and I suppose you have, over here—telegrams 
and letters from shippers in nearly  every State , urging its speedy 
enactment. Severe car shortages are no longer confined to a few 
regions of th is country , and to part icular types of equipment. They 
occur every year with increasing severity, and in about every producing 
area in the country.

Foremost  is the shortage of boxcars which this  year is running about 
4,400 boxcars per day short, with, of course, a severe impact on 
shippers of grain, lumber, milling trades, and other bulk commodities.

Shortages of coal hopper cars yearly  affect coal mine operators in 
such States as Indiana, Kentucky, Missouri, Oklahoma, West Virginia, 
and Pennsylvania.

Shortages of gondolas, and heavy  duty flatcars affect shippers of 
steel products and other commodities. If our Nation’s railroads 
owned a sufficient number of freight cars, there would be no shortages. 
Overall, the average daily shortage of all kinds of cars l ast week was 
7,500 per day.

Since January 1, 1965, this Nat ion’s supply of plain boxcars has 
dropped from over 508,000 to less than  487,000 in these few short 
months. In 9 months, this Nation has lost  over 22,000 plain boxcars, 
an average decrease per  month of 2,770.

Ten years ago, this Nation had over 1,700,000 freight cars owned by 
its class I railroads. Today, we have less than  1,500,000 freight cars— 
an average drop of 20,000 cars per year.

But not even this minimal supply of freight cars is available to ship­
pers. The number of bad-order cars awaiting repairs on eas tern roads 
is 6.9 percent, far above the Nat ion’s average, and nearly double tha t 
of the central western rail roads.

The foregoing figures amply demonstrate  tha t the nationa l freight 
car fleet, presently plagued by dai ly car shortages of nearly 7,500 cars, 
is continuing to decrease. To meet  the  needs of commerce, of a grow­
ing economy, and of our national defense, this Nation must have more 
freight cars in operation each year , not fewer and fewer cars.

As long as it remains cheaper to ren t another railroad’s cars rather 
than to own them, our car supply will dwindle. Some railroads  still 
refuse to pay more than $2 per day for the rental of a new boxcar tha t 
costs its owner $15,000 to build.
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As the Interst ate  Commerce Commission has pointed out:
This policy in prac tice  discourages c ons truc tion  of new freigh t cars and in effect, 

places a prem ium upon inadequate car ownership and will continue to do so as long 
as it  is cheaper to rent  a car tha n it is to own one.

S. 1098 and H.R.  7165 and the other 19 bills you mentioned, all 
having the same objective, would insure an adequate national fleet of 
freight cars, we hope, by  providing incentives for increased car owner­
ship through operation of economic laws and the profit motive.

In practical effect, these bills state a series of objectives in the public 
interest , including the acquisition and maintenance of a car supply 
adequate  to meet the needs of commerce and the national  defense; 
recognize the  important influence exerted by daily rental  or per diem 
charges on the adequacy of the national car supply; and direct the 
ICC, after hearing, and I quote, and emphasize “afte r hearing,” to 
fix per diem charges upon any basis which in its judgment will tend  
to accomplish these objectives.

These bills would direct the ICC, as an arm of Congress, to  use its 
best efforts to reverse this trend by the establishment of per diem 
charges which in its judgment will provide an incentive for increased 
freight car ownership, and insure the adequacy of a nationa l freight 
car supply.

Again this year, the Na tion is facing a severe car shortage, greater, I  
think, than  any other year , except during the war years , when the cars 
were designated for certain purposes. And year a fter year, conditions 
have become progressively worse. So I urge and I hope th at  you will 
take action this year to  st art  these procedures in action.

Now it  is t rue that it may not have the immediate  effect this year, 
legislatively, that we would expect, but it certain ly would have a 
psychological effect, and a practical effect upon the railroads them­
selves, to enter into agreements, volun tary or otherwise, pending the 
ICC investigation of freight car shortage and their  determinations, 
to make some plans for building cars that  will meet the needs of this 
growing economy of these United  States.

Thank you again very much.
The Chairman. Mr. Chairman, thank you very much for your 

statem ent, and again, for your personal appearance here. We ap­
preciate the very candid state men t tha t you made on the subject. 
We realize your interest in th is subjec t ma tter  over a period of time, 
and we realize tha t this has been, traditionally,  a fight, primarily, 
between the eastern and the western railroads.

We might as well face the facts. Unfor tunately, the eastern roads 
have not kept up with the production of cars. We held hearings on 
this subject, about 3 years ago, had very extensive hearings on it, and 
there is no question in anyone’s mind b ut what we are losing ground.

We are losing more cars every month than  we are bringing into the 
fleet. We are observing some almost revolutionary changes in our 
transporta tion facilities, particu larly in view of the big jumbo cars 
that  are now hauling grain from the Midwest. These cars do not 
lend themselves to any o ther kind of haul for a backhaul.

It  creates problems, too. I unders tand the new techniques in 
coal cars, now, tha t are being produced, which present similar prob­
lems, and the tremendous, I guess we would call it backhaul, or return ,
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utilization of cars, is something, because they are going empty. I have 
forgotten what the ratio is, but it is pre tty  high.

So no one will question the fact tha t we have a shortage, and it is 
getting more acute every day. These people t ha t you mentioned,  the 
Farm Bureau Federation, the plywood people, farmers cooperatives, 
and shippers and what  have you, and a lot of our colleagues, think  
that these bills will get more cars rolling and available. I jus t have 
some leary feeling over the years tha t you  don’t get more cars by jus t 
merely increasing the per diem. You jus t make the railroads  pay 
more for them, and of course, they are going to  be r ight in with the 
Inters tate Commerce Commission, asking for higher rate s to take 
care of it.

Senator  M agnuson. Well, I  suppose this could be a factor, bu t the 
cold, hard fac t is th at we ought to make some star t with  this problem, 
hoping we can encourage the  building of more cars.

As you mentioned earlier, the turnaround,  and utilization. You 
and I  know, Mr. Chairman, and some of the res t of us, this used to be 
a peculiarly western problem, and  I  remember one time I had the bill 
on the Senate  floor, and I counted noses, and everybody east of the 
Mississippi was against it, and everybody west of the Mississippi was 
for this bill, and they outnumbered us, and tha t was the end of tha t.

Bu t the car shortages have now spread to the southern railroads, 
and partia lly because—and in all fairness, I must say that—some of 
the railroads tha t we mentioned that obviously are short on cars, 
financially jus t can’t do it. This is their problem.

We hope the ICC, by evaluating all these things, and we have an 
amendment in the bill which was agreed to by particu larly the New 
England people, the New Haven, Boston & Maine, which this com­
mitte e knows is in serious financial trouble, agreed to this amendment, 
the ICC submitted  the language, and we are hopeful th at we can have 
them make a start, and have sufficient authority  to see if you can’t 
adju st this matte r. It  used to  be just on grain, as you will remember.

We would have grain out in our country stacked  on the sidings— 
out  in the open. But now it has spread to a lo t of things, because of 
the progressiveness of the shortage. We have in the lumber industry, 
the plywood people, a difficult time in getting  products  to the docks. 
This is almost a local operation, but the cars a ren’t available, because 
they  are someplace else.

And then in all frankness, we used to have a problem with Canada 
and Mexico on cars. It  used to be when a car got below the border 
in Mexico, I will say to my friend from Texas, we never found i t again, 
and we would make a protes t to the Mexican Government , and they  
would say, “Yes, we will look for it. We will check it, and we will 
get it back .” Well, they never did find i t. And the Canadians used 
to have that 14-day lead time.

They would hold cars, but  tha t has been pretty  much settled. Bu t 
I think it is an overall mat ter that I would like—I just  say that—I 
don’t know ju st how much we can do. I would like to make a s tar t, 
and I would like the ICC in its wisdom, with proper hearings for 
these people, with their  problems—and they have problems, financial 
and otherwise—to be able to make a st art  on this, because if we don’t 
we are going to be in this room and in my little  small committee 
room, compared to this—my pover ty room over there [laughter}—
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we are going to be there for a long, long time, discussing freight car shortage.
The Chairman. Well, I agree with you th at we should make a start.  We should do something to try to stop the trend, and sta rt it in a different direction.
Senator Magnuson. See if we can reverse it.
The C hairman. But I think i t ought to be made very clear, how­ever, tha t this bill is not going to relieve any immediate shortage.Senator Magnuson. Th at’s right.  It  couldn’t possibly this year, but we would be another year behind if we didn’t make a sta rt this year. Tha t is a practical situation. And then I must say, and I know this committee knows this, I think the railroads themselves have been making tremendous progress in technological advancements in types of cars, and these ought to be available. They have done a real good job in freight car advancement, in the making of a car for all purposes, and these things. They have done a good job, and they are going to do more, but there must be some rules of the game on how these cars shift around.
The Chairman. Mr. Rogers, any questions?
Mr. Rogers of Texas. Senator, just one. Did I understand you to say this about the amendment? Now the amendment, as I under­stand it, is additional language to the Senate bill which actually was the same as the House bill?
Senator Magnuson. Yes.
Mr. Rogers of Texas. And the addition is the par t where they could make certain elements inapplicable to certain specified roads?Senator Magnuson. Yes.
Mr. Rogers of Texas. Now, you state  the Inte rsta te Commerce Commission worked out this language?
Senator Magnuson. Well, the Interstate Commerce Commission— and they can correct me—we had some language in the committee, and then the Inters tate  Commerce Commission had some amendments to the language, because they thought it might handicap them in their whole study, and we finally agreed on a compromise, and the Inte rsta te Commerce Commission, in effect—and they can testify to this, if I am not correct—in effect said to us that they can live with this other language which relieved some of these rai lroads tha t are in real trouble, particularly New England.
And they are here to testify. Is tha t about it? In effect, you would rather  have had the broader language we had in the Senate bill, but they said they can live with this and do something with it.Mr. Rogers of Texas. The New England roads all agree?Senator M agnuson. And some of the members of my committee made very impassioned speeches for the bill, in the Senate.Mr. Rogers of Texas. Thank you.
The Chairman. I would just like to comment in tha t regard that  everybody was unanimous. You have a unique way, and I want to sit down and talk with you about it sometime, over in the Senate, of getting very importan t bills, many of them,  agreed to unanimously, and unanimously supported by the committee and reported, and called up on the floor, and then when it gets over here, the House falls in. Now tha t has been a complaint of mine for some time.
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Senator  Magnuson. It  shouldn’t be a complaint. We just  give 
you a bill tha t is easier to work with, and then, half the time, we 
accept your amendments in conference.

The Chairman. My complaint is not with you and the committee. 
My complaint is tha t it gets by over there and then it sta rts  over 
here, and I might say to you, as I have already,  tha t immedia tely 
when that happens, and a bill gets over here, some of the industry 
has already been to see me, and they are seriously objecting, because 
I don’t w ant to show tha t eveiyhody is all for this, now.

Senator Magnuson. Well, I can only be guided by the vote over 
there.

The Chairman. We are going to smoke it out and see how far that 
objection is going to go.

Senator Magnuson. Well, I think  that sometimes happens. You 
and I and all of us in the Congress have had bills passed, and people 
have said nothing in one body at all, and then when it comes over to 
the other, they  come around, and say, “Well, we are against th at .”

And we say, “Why didn’t you appear over there?” They  say, 
“The climate wasn’t right  over there. It  is much bet ter  over here,” 
or vice versa, in both places.

You would think  tha t every railroad, all railroad management  in 
this country , would agree tha t something has to be done abo ut this 
matter . They may have their problems as to how they fit into it, 
bu t they will agree tha t if this keeps on, they are all going to be hurt , 
because this is not  only a Western problem anymore. This is a 
problem all over, and particularly  in view of the fact  that  we do 
have a very expanding, growing economy, this is one segment of 
the railroads, although technologically, they are doing everyth ing, 
I think, they need to do, and they are doing a very  good job.

The Chairman. Mr. Younger?
Mr. Younger. Thank you, Mr. Chairman.
I think the importance of the problem is e vident in the fact that  

in 13 years tha t I have been on this committee, it is the first time 
we have had the pleasure of the chairman of our counterpar t appe ar­
ing before the committee.

Senator M agnuson. Well, i t is ju st because I hav en’t been invited.
Mr. Younger. You are certainly  welcome, Senator.
There are jus t a couple of questions here. I notice that you 

depend entire ly on the number of cars. When we had  our hearing 
before, and the railroads appeared, they gave the carrying capac ity 
of the freight cars as compared to the carrying capacity before. 
It  isn’t the number  of cars tha t we are concerned with, it is the carry­
ing capacity; and they showed tha t even though the number of 
cars had gone down, the carrying capaci ty hadn’t gone down as 
much as the number of cars would indicate. And you do not tre at 
that at  all in your testimony.

Senator Magnuson. Well, I didn ’t want to get into that  feature  of 
it, because that makes it even worse. If you need a car out West, 
that  will only carry  one-half the capacity , and i t wasn’t there, and then 
they  finally have even larger cars that have double the carrying  ca­
pacity tha t are not there, it makes i t worse.

Mr. Younger. Well, t ha t may be, and I don’t know why you left 
it out of your testimony,  bu t nevertheless, the railroads  do have tha t. 
One other question.



16 NATIONAL FR EI GH T CAR SHORTAGE

Senator Magnuson. Well, I think, Congressman, tha t one of the 
reasons we keep talking about cars is tha t because in this field, par­
ticularly of grain and lumber, and not necessarily mining, we are 
talking about the ordinary freight car, which hasn’t changed very 
much. It is the ordinary freight car th at you and I see along the  way, 
and some of these new cars, of course, are of tremendous capacity, 
and they have been able to more economically load them and unload 
them.

Their demurrage charges when they stand on the line, the time is 
much shorter, because they can unload them. But there is this 
shortage, and we would like to even have those of the  larger capacity, 
but I think tha t is the reason. The ICC can give you all of that  
testimony.

Mr. Younger. One other question. In your testimony, you do not 
treat with why the ICC can’t do this under the present law, by regula­
tion and hearings, without the passage of this legislation.

Senator Magnuson. Well, I think,  No. 1, the ICC would like to 
have the opinion, the sense of Congress in what they  can do, and 
No. 2, I think they would have very great difficulty in enforcing an 
order under their present authority. Even on the turnaround,  now, 
they sometimes suggest to a railroad that you do this or do that, and 
the railroad doesn’t do it, and there isn’t much they can do about it. 
I think  this  would strengthen their  hand.

Mr. Younger. But  there is no reason, legally, why they couldn’t 
have a hearing and p ut in a la rger per diem fee.

Senator Magnuson. They could have a hearing, but they  could not 
do anything about it after they  came to  a conclusion.

Mr. Younger. Could they  put  in a higher fee, if they wanted to?
Senator Magnuson. I doubt if they could, legally.
Mr. Younger. Th at’s all.
Senator Magnuson. I am not an expert on this legally, but  I 

doubt if they could, r ight now, without something like this.
Mr. Younger. Well, they are coming on later.
The Chairman. Mr. Rogers?
Mr. Rogers of Florida. Thank you, Mr. Chairman.
I, too, want to welcome you here. We are delighted to see you 

here and have the  benefit of your advice.
As I see it , you are giving a free hand to the Commission to do 

whatever  they may in this problem. However, in the bill, you are 
putting two considerations—that  they must consider a fair return on 
value, and the value of use. Now are there any other considerations 
tha t you feel should actually be brough t to the atten tion and in the 
law of requiring consideration of any factor other than  those two?

Senator M agnuson. Well, I think under the amendment, they have 
to consider also the factor that supposing they find a railroad tha t is 
derelict in these two things. What is the position of the railroad? 
Can it do it, or can it not do it? And this would be one of the factors.

Mr. Rogers of Florida . That is in the amendment?
Senator Magnuson. Yes, th at ’s in the amendment.
Mr. R ogers of Florida. Where it would be feasible for them to do it?
Senator Magnuson. Yes.
Mr. Rogers of Florida. Thank you very much.
Thank you, Mr. Chairman.
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The Chairman. Mr. Pickle?
Mr. P ickle. Senator, this way be something tha t the ICC people 

would be more familiar with, but I am advised that  there is a certain 
shortage in the field of rail tank cars, par ticularly those types of tanks 
tha t are used for the  movement of petroleum products?

Senator Magnuson. Yes.
Mr. P ickle. Do you have any knowledge of whether there is a 

shortage in this particular field? It  is similar to the type of shortage 
that exists in regular freight cars?

Senator Magnuson. I can’t answer tha t, Congressman Pickle, 
because I would think tha t in the t ank field, there are so many private 
cars tha t use the rights-of-way, you know, the oil companies or people 
who have their  own, tha t I just  don’t know whether there is the 
shortage in tha t particular field. But T would think that an overall 
deterioration of freight cars would be bound to have some kind of 
secondary effect on this.

Mr. P ickle. Well, similar to what  the gentleman from California 
had said, I think  since World War II, there has been a good bit of 
conversion of the tan k cars from the 8,000 to 10,000 capaci ty tanks 
into what they call the jumbo tanks.

Senator Magnuson. Yes.
Mr. Pickle . But as a resul t of it , the overall gallonage has been 

decreased.
Now there may be other factors, such as pipelines. I don’t know 

what is causing it, but apparently there would be a shortage in this 
field, too. Would it be your feeling tha t if there is a shortage, then 
that  aspect of it ought to be included in this bill?

Senator Magnuson. I think  you would have the authority , yes, 
to go into that.

Mr. P ickle. Than k you.
Senator Magnuson. And actually, a lot of it is geographical, be­

cause of the natu re of the  country. You might take a tank  car; say 
there was an overall sufficient number of tank cars to move, le t’s say, 
petroleum products  in the country, but  when they get back on the 
congested eastern roads, the tank  car may be available, but it is not 
where it belongs at the particular  time, and this shortage tightens 
everything up, and the whole system would reflect a shortage in all 
kinds of cars.

Mr. Pickle. It  might not be a problem, I would assume, under 
normal circumstances, but in case of a national emergency, this would 
be a serious problem.

Senator Magnuson. Yes. It  sure would.
Mr. P ickle. I thank you very much.
Senator Magnuson. Probab ly the lack of petroleum or movement 

of petroleum products would have more d irect effect on the economy 
and the welfare of the people tha n even the grain cars we are talking 
about. I suppose you can get along a little  while without plywood, 
but it is pr etty  hard back here to get along without petroleum prod­
ucts.

Mr. P ickle. I certainly  agree.
Senator  Magnuson. Out in our country, Mr. Chairman, we export, 

you know, a lot of lumber products. We hope to export more. The 
inabili ty to get this in cars to the docks and a fact that most people 
also don’t realize, you can’t let lumber stay  outside too long. It
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becomes a different product. It  is no t the grade of lumber tha t the 
fellow ordered, after a while. It  has got to move, and this has a lot  
to do with it. This is affecting our balance of trade out there, because 
of the lack of cars, and this is a local haul. You can use pre tty near 
any kind of car for lumber. Gondola, or a regular old freight car, or 
anything, and the railroads realize this, but it is important.

I am just hopeful tha t we can make a start . Th at’s all I am 
pleading. We have some problems with it, and the ICC would be the 
last to say we don’t have problems.

Mr. P ickle. Th at’s all, Mr. Chairman.
Senator Magnuson. Well, Mr. Chairman, I won’t take up any more 

of your time.
The Chairman. Any other members of the committee have any 

questions? Mr. Ronan, Mr. Williams, Mr. Satterfield?
Senator M agnuson. I than k you very, very much for giving me 

this time, and I want to express something on this hearing tha t is 
off the record.

(Discussion off the record.)
The C hairman. Thank you very much.
We also have with us another distinguished gentleman from the 

other body, Senator Carl Curtis. We welcome this opportunity  to 
hear your views Senator.

STATEMENT OF HON. CARL T. CURTIS, U.S. SENATOR FROM THE 
STATE OF NEBRASKA

Senator Curtis. Mr. Chairman, I am grateful for the  opportunity 
to submit this endorsement of S. 1098 and similar House bills intended 
to relieve shortages of freight cars which annually create such problems 
in the Midwestern and Western sections of the United States.

I will not burden your committee’s record with a mass of technical 
details. Those much more qualified than I will supply this informa­
tion. You have available the extensive record of hearings by the 
Senate Commerce Committee, and I am confident your committee 
will study  tha t record.

This problem, Mr. Chairman, is not one of recent origin. The 
Congress has been called upon to deal with it almost every year over 
a long period. The Inters tat e Commerce Commission has sought 
legislation of the sort now before you, in its effort to solve the problem. 
Presently, the ICC auth ority  is limited; enactment of S. 1098 would 
broaden tha t authority, would give the ICC the tools with which to 
effectively cope with th e s ituation.

There are two aspects of the boxcar shortage problem, Mr. Chair­
man. You will recall tha t I discussed both in my letter to you re­
questing tha t hearings be scheduled.

First is the alarming ra te of decline in the country’s boxcar supply; 
second is the inability of railroads owning cars to retain control of 
them and put them to beneficial use on their own lines, serving the ir 
own areas. Car service orders designed to promote efficient use of 
cars simply are stopgap measures. As the ICC has said—the service order techniq ue does not add cars; it simply  requires all shippers to share in this freight car pover ty.

S. 1098, which I cosponsored, would encourage acquisition and 
maintenance by the railroads of adequate fleets of cars to meet the
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needs of commerce and defense. It  would also assure owning railroads 
fair compensation for the use of thei r cars by other lines, when they 
are no t themselves in control of their own cars.

You will recall, Mr. Chairman, in my le tter to you requesting these 
hearings I cited the testimony before the Senate committee of a 
midwestern railroad’s representative who said a 2-year study by his 
railroad, covering 600 new boxcars, showed tha t the owning line had 
the use of these cars on its  own lines only 12 percent  of the  time. In 
other  words, other railroads were “renting” these cars 88 percent of 
the time, thus depriving shippers in the owning line’s service area of 
thei r use.

Legislation now before you has the endorsement of the Inters tate 
Commerce Commission and all othe r executive departments and 
agencies asked to  comment, except the Department of Justice. Th at 
Depa rtment withheld comment because it is not directly  affected.

Permit me to quote jus t one brief paragraph from the Senate 
committee hearings, when ICC Chairman Charles A. Webb was the 
witness. Said Mr. Webb:

The  Commission  believes th at  in view of the recurring  criti cal shortage of 
freight  cars, it is imperative th at  ownership of such equ ipm ent  be increased, and 
th at  it be mainta ined  at  a level capable of meet ing the  needs of the  shipping 
public  during normal t imes and  a t the same time providing a  reasonably ade quate  
supp ly during periods of emergency.

Concluding his statement, Chairman Webb told the Senate com­
mittee that “we urge early and favorable consideration of S. 1098.”

Inte rest  in enactment  of S. 1098 is not confined to governmental 
circles, Mr. Chairman. A special subcommittee of the Senate Com­
mittee on Commerce last spring scheduled a series of hearings outside 
Washington. These hearings were held at Denver, Colo.; Omaha, 
Nebr.;  and Kansas City, Kans. It  was my privilege to partic ipate in 
the Omaha hearing at the invita tion of Senator James Pearson of 
Kansas. I commend to your committee’s attention the record of 
those hearings. The numerous statements and significant testimony 
presented at those hearings give a full understanding of the grassroots 
sentiment on this question.

These people live with the boxcar shortage as a p art  of their daily 
lives. They look to  Congress for assistance in solving this problem. 
They are not seeking special favors; they simply ask for assistance 
with a problem tha t is beyond them, a problem which is putt ing a 
blight on my par t of the country.

I appreciate  your scheduling this hearing, Mr. Chairman, and I am 
confident that your committee will come to grips with the problem 
and favorably report the legislation before you.

The Chairman. Thank you, Senator. Your remarks are greatly  
appreciated. We will now welcome our colleague, the Honorable  
Dave Mar tin, who has sponsored similar legislation.

STATEMENT OF HON. DAVE MARTIN, A REPR ESEN TATIVE IN 
CONGRESS FROM THE STATE OF NEBRASKA

Mr. Martin. Mr. Chairman, my appearance before the Commit tee 
on Inte rsta te and Foreign Commerce is in support of H .R. 2230, a 
bill which I introduced. This legislation is designed to alleviate 
and cure a serious transportation problem which recurs from time to 
time and which has plagued our Nation for many years.
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The problem is a shortage of cars in our national railroad car fleet. 
While the shortage of cars may embrace different types of cars, my 
principal concern is with the plain boxcar which is the workhorse of 
the fleet. Replacement of this type has lagged behind other types 
and new construction has not been sufficient numerically to meet the 
needs of our commerce and industry.

In my part  of the country, the plain boxcar is in great demand for 
shipment  of our farmers’ and ranchers’ products. Nebraska  is a 
great agricultural State. Every year our grain cannot  be handled by 
the railroads simply because they cannot  get enough of their own 
cars back on line to carry these grain shipments. As a consequence, 
we must resort to ground storage. This is needless waste. It  results 
in excess handling, waste, and nonproductive labor.

Last  year we were faced with the most serious shortage ever in 
Nebraska. The Interst ate  Commerce Commission has repeatedly  
warned tha t this condition was expected to get worse. And it did 
during certain par ts of the last  year. At present there is an average 
daily shortage of cars in excess of 4,300. Again the Commission 
expects the shortage to become more severe.

Enactment of legislation to solve this problem is essential now. 
The best way to do it is to enact H.R. 2230 as law. Such action 
will provide the incentive for ra ilroads to invest their money in new 
cars which they will own. When per diem charges are adequate, and 
by th at I  mean profitable, ra ilroad management  will invest and expand 
their own car fleet rathe r th an rely upon renting another railroad’s car.

With the incentives provided by this legislation, our Nation’s tr ans­
portation  needs will be met.  The United S tates will have an adequate  
car fleet to meet the needs of its agricultural, commercial, and industrial 
shippers.

At the time I introduced H.R. 2230, some thought was given to 
providing in section 2 of the bill for a 2-year limitation. After watch­
ing the car situation  continue to remain serious during the present 
year and remembering the acute shortages of recent years, I am now 
of the opinion that corrective action will take more time. Therefore, 
I request tha t consideration be given to reporting out of committee 
a bill without section 2. I am convinced there is no need for it and 
tha t no l imitation should be incorporated  in our transp ortation law.

As the committee will also be considering the Senate-passed bill, 
I should like to comment on the amendment adopted by the Senate 
Commerce Committee and contained  in the legislation as passed by 
the Senate.

Under the language which was added, it would empower the Inter ­
state  Commerce Commission to set different per diem rates for differ­
ent sections of the United  Sta tes and also for different railroads taking 
into consideration the financial health of various railroads and other 
economic factors.

This additional language is unnecessary to achieve the desired 
result. Further , it would lead to discrimination because there would 
not be a uniform rate. There might even be a serious question of 
deprivation or use of property belonging to another without just 
compensation. The per diem rate  should be uniform. It  should be 
the fair rental value for the equipment tha t is used.

Separate and apart from the considerations which I have mentioned 
would be burden and the complexities of a system of accounting such
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language would require. I ask the committee to consider reporting 
a bill without the Senate language which was added to S. 1098. Such 
action would simplify the legislation. It would also make the ad­
ministration of the law easier for the regulatory agency and the rail­
road industry would be relieved of a burdensome accounting task.

It  is my earnest hope that the committee will report section 1 of 
my bill favorably at an early date. It is a sound proposal which will 
strengthen our basic transportation law.

The C hairman. We are very glad to welcome our colleague for a 
few remarks who is one of the sponsors of the legislation, the gentle­
man from Minnesota, Mr. Nelsen.

STATEMENT OF HON. ANCHER NELSEN, A REPRESENTATIVE IN  
CONGRESS FROM THE STATE OF MINNESOT A

Mr. N elsen. Mr. Chairman and members of the committee, I am 
pleased to submit a statement at this hearing in support of my bill 
H.R. 3397 and others like it, and urge such legislation be favorably 
reported.

As you know, our bills would amend section 1(14) (a) of the Inter­
state Commerce Act in an endeavor to insure an adequate national 
railroad freight car supply in all parts of the country.

The amendment reads:
Be it enacted by the Senate and House of Representatives of the United States of 

America in Congress assembled, That section 1(14) (a) of the Interstate Commerce 
Act is amended by adding at the end thereof a new section reading as follows: 
“ In fixing the compensation to be paid for the use of freight cars, the Commission 
shall give consideration to the level of freight car ownership and to other factors 
affecting the adequacy of the national freight car supply and shall, on the basis 
of such consideration, determine whether compensation should be computed on 
the basis of elements of ownership expense involved in owning and maintaining 
freight cars, including a fair return on value (which return shall be fixed at such 
level as in the Commission’s judgment will encourage the acquisition and mainte­
nance of an adequate freight car fleet), or should be computed on the basis of 
elements reflecting the value of use of freight cars, or upon such other basis or 
combination of bases as in the Commission’s judgment will provide just  and 
reasonable compensation to freight car owners, contribute to sound car service 
practices, and encourage the acquisition and maintenance of a car supply adequate 
to meet the needs of commerce and the national defense.”

What this amendment means simply is that the Interstate Commerce 
Commission would be given needed additional ratesetting authority 
in order to provide incentives for construction of additional freight 
cars.

Mr. Chairman, the need for such legislation has long been apparent 
to those of  us who live in the Midwest, and particu larly to farmers, the 
grain trade, and other shippers of farm produce from country to com­
mercial centers and shipping points in the Nation.

Repeatedly, those of us from the rural areas of the Midwest  and 
West have sought such legislation because we have witnessed a 
perennial boxcar shortage, particularly devastating at harvesttime. 
Farmers struggling to get their crops to market while prices remained 
high have found themselves without adequate boxcar transportation, 
and have seen their grain crops dumped alongside the railroad tracks 
until such time as boxcars could be made available, often a considera­
ble period.
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Obviously such procedures entail waste and cost, and exercise a price-depressing effect on the grain market . This situation exists today.
As a mat ter of fact, the situation  has become so serious the Nebraska State Journa l of Lincoln, Nebr., felt compelled to comment a few months ago:
In this  age of transp ortation miracles, it has become almost as simple to send a man to the moon as to ship a boxcar of grain  o ut of th e Midwest.
Even discounting severe crop losses brough t on by the recent bad weather, the boxcar shortage in the Midwest this year may well be the worst in peacetime history.
The reasons for this deplorable situat ion are numerous. Some railroads find themselves in a precarious financial condition which makes construction of new boxcars difficult. Moreover, the decline in new car construction has been greater in the past  2 or 3 years than ever before.
However, the problem has been seriously aggravated by boxcars shipped into areas where per diem rental rates are so attractive , additional boxcar construction is discouraged. When lines do not return boxcars promptly to their  proper owners, the shortages in­evitably result.
Mr. Chairman, I firmly believe the proposed legislation is fully justified. In view of the Senate’s adoption earlier this  year of similar legislation, the time is ripe to act. We will never have a bet ter op­portu nity  to obtain this needed legislation. We must  strike while the iron is hot.
And I wish to include with my remarks a telegram from Earl  Requa, vice president and general counsel of the Northern Pacific Railroad, at this point.
(The telegram referred to follows:)

[Telegram]

St. Paul, M inn ., September 30, 1965.Hon. Ancheb Nelsen,
House o f Representatives,
House Office Building, Washington, D.C.:

I have been informed th at  the  House Commerce Com mittee has scheduled hearings for October 5 and 6 on freig ht car per diem (rental) legislation (H.R. 7165), introduced by Cha irman Harris , and  15 oth er iden tical  bills. Eldon Martin , vice pres iden t and  general counsel of Bur ling ton Railroad, will present our argument. We u rgen tly reques t tha t you consider fav orably this bill w ithout  the  object ionable Senate  ame ndm ent  and hope th at  the  House committe e will favorably repo rt the  bill to the  House for passage  w ithout  the Senate ame ndm ent  as it will go a long way to alleviate  the  serious car shor tage  in our Midw est and Western States .
Kindest regards ,

Earl F. Requa,Vice President and General Counsel, Northern Pacific Railway .

Mr. Nelsen. Thank you, Mr. Chairman.
The Chairman. Thank you, Mr. Nelsen, for your statement. Are there any questions? Mr. Ja rman? Mr. Younger?
Mr. Younger. Jus t one. To our colleague. You do not limit your support just to your own bill?
Mr. Nelsen. No; I do not.
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Mr. Younger. You are in favor of the principle?
Mr. Nelsen. I am. Thank you.
The Chairman. Mr. Nelsen, there may he other questions. Mr. Moss? Mr. Pickle? Mr. Williams? Mr. Satterfield?
Thank you very much, Mr. Nelsen, for your presenta tion.
Our next witness is the Honorable Mark Andrews, Member of Congress from North  Dakota, and we are happy  to have you before the committee.

STATEMENT OF HON. MARK ANDREWS, A REPR ESEN TATIVE IN  
CONGRESS FROM THE STATE OF NORTH DAKOTA

Mr. Andrews. Thank you, Mr. Chairman. It  is a privilege to be here.
After the eloquent testimony tha t our native son, Senator Warren Magnuson gave, there is little  use for the rest of us to follow him up. You know, he was raised in our hometown, and we have long known him, and he does a wonderful job.
Mr. Chairman,  representing the farm State of Nor th Dako ta 

I appear in support of H.R. 8950, which is my bill, and others similar to it.
This type of legislation, by encouraging railroads to increase their supply of cars, will help solve the chronic boxcar shortages which have recurrently plagued my area. As a ma tter of fact, the boxcar 

shortage in Nor th Dako ta is a whale of a lot like the weather— everybody complains about it but  nobody does anything abou t it. And just  as certain as Christmas  comes in the end of December, when autumn comes around you’ll hear th e wild clamor go up, “Where are our boxcars.”
It  is a pre tty  favorite political whipping boy. Everyone seems to want  to get into the act, but  the people who get it in the neck are the farmers and the business people in the communities.
Being brought up on a farm, I can’t think of an autumn when we 

haven’t had this problem, and commonsense dictates that  it ’s about  time we took  steps to alleviate it. It  seems to  me that  there’s only 
one real solution to this problem, and th at ’s the enac tment of legisla­tion such as H.R. 8950.

My bill gives the Interst ate  Commerce Commission power to fix more adequa te rents  which one railroad pays another for the  use of cars. Present and past  car  rentals have been so low as to discourage 
new car building and to encourage railroads  in some areas to rent cars of others rather  than to buy their own.

Because it has been cheaper to ren t than to build and own cars, the number of freight cars in the country has declined by about  
200,000. I don’t think much of this slack has been taken  up, Mr. Chairman, by the construction of these overlarge jumbo cars. In fact, it is, as the Senator points out, doubly depressing to sit there and expect a big boxcar to come and not get it than  it is to look for the smaller one which you have been used to seeing for many years.

North Dakota is a farm State . In 1964 it grew ab out 150 million bushels of wheat and was exceeded only by Kansas  of all State s in raising t ha t grain. Farm ers in Nor th Dakota also raise huge amounts of potatoes,  barley, sugarbeets, corn, and other farm products.
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North Dakota’s economy is largely dependent on shipping to pri­
mary markets in the  East and West grain and other crops. About 85 
percent of its  crops are moved to market by railroad and the rest by 
truck.

Elevator  operators, farmers, and other shippers in our area have 
been plagued with severe railroad car shortages over the past few 
years. At times hundreds and even thousands of cars can be used 
but simply are no t available.

In August of this year, for example, the  shortage was so severe that  
jus t one of the  major railroads in the State reported tha t i t had up to 
177 blocked elevators on its line and over 200,000 bushels of North 
Dak ota  grain stored on the ground along its line exposed to wind, rain, 
and rot. And incidentally, and significantly, the s ituation has gotten 
worse. North  Dako ta has had a unique fall this year, and we have 
had 5 weeks of nothing but rain and continual cloudy weather.

We have  now some 25 to 30 percent of our crop still exposed in the 
swath, and as a result, the price of wheat has gone up on the open 
market. I mean, it has made this much of an impact. Many of 
these farmers feel th at had their elevators not been plugged at harves t 
time, they could have gotten their crop in from the fields and marketed, 
and the delay caused by shortage of boxcars at the critical point of 
harvest has cost these farmers thousands of dollars as individuals in 
our State.

The road I mentioned had only 80 percent  of its own ownership 
on line to serve its shippers, at a time when it should have had 110 
to 125 percent of ownership on its line, because this was its peak 
hauling time.

Its  fleet of boxcars numbers higher than  what  it was 10 and 15 
years ago. Other roads, particularly in the East, have permitted their  
fleets to decline.

The present railroad car rental  system has been established by the 
indust ry and is voluntary. These rents  are now $4.50 per day for a 
car worth between $10,000 and $15,000; $6.15 per car-day for cars 
worth $15,000 to $20,000; $7.11 per car-day for cars worth less than 
$10,000; and higher rates  for cars worth more than $25,000.

But Mr. Chairman, I would like to point out tha t it costs about  
$12,000 to $15,000 to build an average railroad boxcar today. The 
advantage  of renting under this system can easily be seen by compar­
ing the railroad car ren tal for a $12,000 car—$4.50 per car-day—with 
the automobile rental for a $3,500 Chevrolet—$10 per day plus 8 
cents per mile—almost twice as much per day for an automobile 
tha t is worth one-third as much, or less. Nevertheless, some roads 
have for years refused to pay the voluntary  industry-establ ished rate  
on the ground tha t even it is too high.

Bills such as mine, if enacted, will permit the ICC to require all 
roads to pay rates which the Commission establishes at levels which 
adequately compensate the owner for all the costs and economic 
risks, of car ownership. It  will encourage restoring the car fleet 
through economic incentives. For these reasons it has my strong 
support.

I recognize that  the cards are stacked against a bill such as this, 
because the roads that do not build cars have the preponderance of 
representatives in the Congress.
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But, actually, this is a nationwide problem, and it is im portant to 
the entire Nation, since it affects the earning power of our basic 
industry,  agriculture, and many other industries, such as construction 
and mining.

The key to agricultural prosperity  is the price the farmer gets for 
his products. Our farmers produce bulk commodities tha t have to 
be shipped over long distances. Rail rates  and the availability  and 
cost of transportation  can often mean the difference between profit 
and loss to the family farmer.

We in the Congress spend months worrying over sensible farm 
legislation; yet, a bill like this, by providing more adequate and, in 
the long run, cheaper transporta tion could, by adding 10 cents a 
bushel to the grain farmer’s return on his crop, mean the difference in 
itself between profit and loss.

On the basis of simple jus tice, I urge your favorable consideration 
of this much needed legislation.

I do appreciate the oppor tunity  to  be here.
The Chairman. Thank you, Mr. Andrews. Are there any ques­

tions? Thank you very much, Mr. Andrews, for your contribution 
to the record.

The Chairman. Our next witness is Hon.  Floyd V. Hicks, Member 
of Congress from the State of Washington. Congressman, it is nice 
to have you.

STATEMENT OF HON. FLOYD V. HICKS, A REPRESENTATIVE IN  
CONGRESS FROM THE STATE OF WASHINGTON

Mr. H icks. Thank you, Mr. Chairman.  Let me s tar t off by saying 
that  I don’t purport to be an expert of any kind, and it is probably 
unfortuna te, in a way, t ha t the committee  has to sit here and expose 
itself to the nonexperts, while you have so many people here who can 
actua lly give you the facts on all these m atters, although I think you 
had a true  expert here in the senior Senator from my State, Senator 
Magnuson.

I had a script prepared for me, too, and the first page has a lot of 
figures on it that I don’t know anyth ing about,  and the experts here 
will undoubtedly give you the same things, and tell you a little  bit 
abou t them, but  I  do know a li ttle about  my own local problems.

The Chairman. Mr. Hicks, would you like to have this statement 
inserted  in the record?

Mr. H icks. It  is short, and if I  may I will read from it . I would 
like to  give jus t a lit tle bit abou t the actual impact it has in my local 
area.

The Chairman. You may proceed as you desire.
Mr. H icks. Thank you, Mr. Chairman. I would like first to 

thank the chairman and members for granting me the courtesy of 
appearing before this committee.

I am not an expert on railroads  or freight cars, or on the various 
factors which bear on the freight car shortage. I have, however, been 
exposed to certain information on the effect of th at shortage on busi­
ness, labor, and other  segments of the economy of the Sixth Congres­
sional Distr ict of Washington, and the S tate of Washington in general.

Tha t there is a shortage, there can be no doubt. Nor can there be 
any question tha t the shortage is growing more severe day by day.
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I have been  provided with some figures th at  ind ica te the scope  of 
the  sh orta ge, and  the  pace at  w hich the sho rtage  is increasing. As of 
Janu ary 1, 1956, the  to ta l car rying capacit y of all cars  owned by  
class 1 rail roads was 91 million tons.

And as of J an ua ry  1, 1965, the  to ta l car rying  c apacity  h ad  decl ined  
to 87 mil lion tons . Tha t is a  loss of 4 mil lion tons capaci ty,  and  dur ing  
a period when prod uct ion  of goods and p roduce  to  be sh ipped increas ed.

Bu t even thes e ala rmi ng figures  do no t stat e the case as firm ly as 
the y mig ht, at  lea st inso far as my  par t of the  co un try  is concern ed. 
Fo r much of this to ta l car rying capa ci ty  is accoun ted  for  in wh at 
rail road s call “equipp ed” cars ; th at is, those designed for  specific 
cargoes , such  as tank  cars  which ju st  cannot ca rry  plywood, for 
example.

And in the  No rth we st we are more int ere ste d in the pla in old 
freight  car,  the  boxcar, for we ship  more  forest  and agric ult ura l 
pro duc ts in general -purpose cars th an  goods which req uir e spec ial-use 
cars.

The  IC C’s Burea u of Saf ety  and Services las t Th ur sd ay  afte rno on 
quo ted figures for me th at  show the  decline of th a t pla in old boxcar. 
I won ’t go into the  entire  list,  since th at  no do ub t dupli ca tes  oth er 
test imo ny at thi s hearing . Suffice it to note th at we star ted the year  
1965 w ith  508,713 gen eral -purpose fre igh t cars  and  end ed the  mo nth  
of August wi th 486,556. Tha t is a ne t loss of 22,157.

The loss in Ja nu ar y was 1,618. In  Fe brua ry  it  was  1,681. And  
so on at  an irre gular  rat e, un til  in May the  loss we nt to ove r 2,000 
cars for the mo nth , and in Ju ne  it  nea red  3,000. Th e loss in Ju ly  
was 4,134 cars.  In  August the loss was 5,417 boxcars . In  othe r 
words, during the ha rves t mo nth s of Ju ly  and August, when they  
were needed  the  most, the  ne t loss of fre igh t cars  was  mu ch grea ter  
even than  in the prec eding mo nth s—and  it  was ba d enough  in tho se 
ear lier  m onths.

The cause of the growing shortage  of fre igh t cars is simple enough. 
Mo re cars  are wear ing ou t than  are  being bu ilt.  And the cause of 
th at  is simple enough too. I t  is cheaper  for  a  ra ilroad to  ren t a  boxca r 
than  to bui ld one, under presen t conditio ns.

We in the We st ship perha ps three times as mu ch of our produc ts 
eas tward  as we receive in re tu rn  because of the bu lk of ou r prod uc ts 
as com pared wi th the  ma nufac tur ed  goods  we ge t from  the eas tern 
pa rt  o f the cou ntry.

Th e wes tern  freight  cars  sta y in the  E as t in large  numb ers , because 
the eas tern roa ds are able  to rent  the m by  reg ula tion a t a ra te  th at  
would ma ke it  foolish for the m to build thei r own rep lacem ents 
for wornout cars.

Tha t has  alread y been  told to you. The res ult s of the box car  
shortage  in my  dis tri ct,  my  Sta te,  and  the  en tire wes tern  and mid- 
wes tern  pa rt ol the United State s ran ge from  the gen era lly serious  to 
the local ly dra sti c. Agricultura l crops do no t ge t to  their  mark ets , 
for the re aren ’t enough freight  cars  to move them  the re.  Man ufac ­
tured goods go into storag e awa iting fre igh t cars to mov e them  to 
their  m ark ets .

Fo res t products are  ol parti cu lar  concern to me, for the  econom y of 
wes tern  Wash ing ton  is based in larg e pa rt  on our fore sts.  Lumb er,
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plywood, chipboard, fiberboard, paper products—these are our 
mainstays , and they are physica lly bulky.  They require considerable 
space for shipping, and considerable space for storage.

And they may be considered semiperishable, in the sense tha t if 
they are stored outside long enough the weather affects their  value 
adversely. So when a lumber mill or a plywood mill has produced a 
certain amount of dimension lumber or plywood, its normal storage 
capaci ty becomes exhausted, creating additional problems.

In addition, with no products moving to m arket , collections fall off, 
adding to the woes of the companies, particularly  the smaller ones.

So the mill shuts down until  i t can move its products. This means 
the millworkers are laid off. So are the lumberjacks in the woods. 
So are the truckdrivers, and all the other people who depend on the 
mill for their  income, directly and indirectly. The effect can be 
drastic  on a town or an area which is almost totally dependent on a 
mill, as are many in the Northwest.

This is jus t one small ma tter  here, but  jus t to document this, I 
would like to quote a le tter  wri tten by the sales manager for plywood 
and doors of the Simpson Timber Co., located in western Washington.

The l ette r was written July  2, 1965, and addressed to Mr. Boyce F. 
Glenn, Jr., manager, Bui lding Material and Equipment Co., Anderson, 
S.C. The lette r follows:

D ear Mr. Gle nn : Your recent letter  advising you were deducting extra 
handling costs incurred due to our carload shipment  of fir plywood in a 6-foot 
single-door boxcar has been reviewed.

It  is with reluctance tha t we issue credit covering these costs that  are beyond 
our control. I think it is only fair to inform you we cannot accept any purchase 
orders in the future that  demand 10-foot or wider equipment. It is our wish to 
ship all of our products in double door or wider door cars. However, this year 
we are experiencing the worst car shortage in many years. It has only begun. 
It  will be so much worse later this summer after the grain shipments get under­
way.

We are asking our customers to write  their Congressmen and Representatives 
to do w hat they can to allev iate this situation.  There are times when our plants 
do not receive any railroad equipment— even 6-foot single doors— so you can see 
these plants would be quickly shut down for lack of available inventory space if 
our customers fail to cooperate with us.

Therefore we must ask our customers to bear with us through this critical 
period allowing us to ship in the equipment available  at time of shipment.

It  is signed by Robe rt H . Fletcher.
So here we have a case of a company which, even though it was 

lucky enough or effective enough to get a boxcar to ship its products, 
still was penalized in cash because it wasn’t the kind of boxcar that 
was needed. Nevertheless, the company considered itself fortunate  
to have any boxcar a t all.

A report  in the June 1, 1965, issue of the Wall S treet Journal indi­
cates another aspect which is of a t least as deep concern to me as a 
member of the House Committee on Armed Services, and that  is t ha t 
the boxcar shortage can have an adverse effect on our defense efforts. 
Ammunition destined for Vietnam has been delayed because of the 
scarcity of freight cars, according to the Journal article.

What can be done to alleviate this situation? Since more freight 
cars are most seriously needed, and since they are not being produced 
because of the  low rental  ra tes, a s tep in the solution of this problem

54—899— 65- 3
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would be the adjustment of the rental rates so it becomes more attr ac­
tive to a railroad to own boxcars than to rent them.

This is precisely what the legislation now before the committee is 
designed to do. I most earnestly support this legislation, hope the 
committee will give it favorable consideration.

Now earlier in here, I said tha t the cause of the growing shortage 
of freight cars is simple enough. More cars are wearing out than 
are being built, and the cause of that is simple enough, too. It  is 
cheaper for railroads to rent  a boxcar than to build one under present 
conditions.

Apparently it is not quite tha t simple from the statement made 
by Mr. Harris, the chairman. However, as Senator Magnuson 
pointed out, a step in the right direction, or a s tep in any direction, 
may sta rt help to alleviate this s ituation, and I would certairdy urge 
tha t this legislation be favorably reported,  and since I am not an ex­
pert, I won’t expect any questions from you gentlemen, and I appre­
ciate the opportuni ty to appear before the  committee.

The Chairman. Thank you very much, Mr. Hicks, for your 
presentation.

Our next witness is the Honorable Lloyd Meeds, Member of Con­
gress from the State of Washington. Congressman, it is nice to have 
you before this committee.

STATEMENT OF HON. LLOYD MEEDS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON

Mr. Meeds. Thank  you, Mr. Chairman and members of the com­
mittee. I am grateful for the opportunity to appear before the com­
mittee today and testify in favor of H.R. 7165 and similar bills, one 
of them introduced by myself, designed to help end the railroad freight 
car shortage and thereby to help bolster our economy.

The legislation before us is a responsible answer to a most serious 
question: How can we increase the flow of goods when we lack the 
necessary freight cars to put these goods into the stream of commerce?

Since January of 1956 the number of freight cars has decreased by 
over 200,000. Since January of 1965, the number of plain boxcars 
alone has decreased by 22,156. As a result, critical shortages of 
cars have occurred throughout the United States. This crisis is 
not regional or sectional.

In the Pacific Northwest we originate more traffic than we termi­
nate. This is particularly true in areas producing forest products. 
While manufacturers of plywood and other wood products are cur­
rently enjoying a boom, the boxcar shortage is th reatening to severely 
depress vages, profits, and employment.

Already six mills in Oregon have shut down. The American Ply­
wood Association estimates tha t first, its member mills are operating 
at 98 percent of capacity and, second, tha t these mills need about 750 
cars each day to transport their goods. But they have 650 cars at 
most. Their products are filling the yards.

The proposed legislation will authorize the Inte rsta te Commerce 
Commission to prescribe car rental rates tha t will encourage new car 
building and that  will speed the return  of existing cars. Since we do
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originate more traffic than  we terminate,  this will mean that  we will 
have fewer costly delays resulting from having to wait long periods 
until our cars are re turned from the E ast and South.

But the speedy return of existing cars will only mean th at  othe r 
areas of the United  States will be left without cars. Th at is, unless 
the carriers build or purchase new cars, we will no t adequate ly meet  
the problem.

The ICC has said that their  first step following passage of this 
legislation will be to determine what railroads are lacking in what  type 
of cars. In the Pacific Northwest there is a critical shortage of wide- 
door cars.

Plywood is manufactured in large sheets, and it can be loaded 
economically only if it is loaded by forklift into cars with 8-foot doors. 
Loading through a 6-foot door is a very expensive process, and the 
tota l loading-unloading expense can run as high as $215 over the  
expense of normal automatic loading.

Ninety percent of all wood products are shipped by rail. And here 
we have a dangerous squeeze developing. On one hand, the demand 
for plywood is rapidly growing. On the other hand, the number of 
usable cars is decreasing. Serious long-range economic downturn will 
result unless we take action.

It  is c lear tha t the present per diem rates  only encourage hoard ing 
and depress profits of our leading industries. Better circulat ion of 
cars will not alone solve this problem. American industry  needs 
more cars, not less. The ICC should have the authority to establish  
incentive rates. I strongly urge the committee to approve this 
legislation.

Mr. Chairman, I feel that  the bills which we are considering today 
are a responsible answer to a very serious and complex problem. 
Since Janu ary  of 1956, the boxcars in this country have decreased 
by over 200,000, and again, even this year, we find a decrease, although 
it is not  as bad as it has been.

I, too, originally entered this matter  on a provincial basis, think ing 
that  the Pacific Northwest was the  sole recip ient of this problem, but 
upon a little  more thorough investigation, determined tha t it is not 
jus t a problem for the Pacific Northwest  or the West, or the Midwes t, 
but  i t is a national  problem, which must be m et by some responsible 
legislation.

Like Mr. Hicks, I am sure that I can speak with some a utho rity  
about the problems of the timber produc ts industry in the State of 
Washington. We have the unique si tuation in our area of originating 
about four times, between three and four times as much goods as we 
take off the line. This, of course, makes our problem more serious, 
with regard to the shortage.

We have at the present time in the State of Oregon, six plywood 
mills which are closed down at this very time, today, because of a 
shortage of boxcars. I have a telegram this morning from a very 
responsible and respected plywood organization in my district , in 
Anacortes, Wash., in which, and I will jus t quote par t of it, the  
manager tells me tha t:

Many days, only a  th ird of the required cars are available.
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This prob lem,  gentlem en of the comm itte e, is pa rti cu lar ly  de­
pressing at  a time  when our  plyw ood indu st ry  is opera ting and  able 
to sell its  pro ducts  at  alm ost  full capaci ty,  bu t when  they  need  a 
tot al of 750 cars  per  day , and  only have 650 ava ilab le, you  can  see 
the  depressing effect upon the ir ab ili ty  to com pet e in a very com ­
pet itiv e marke t.

The  bill which we are  conside ring  toda y,  or the bills which  we are  
considering tod ay,  I th ink  will have  a du al effect. One, they  will 
speed the  return  of cars  which are  being hoard ed in some ins tances , 
and two, the  bills will provide  an im pe tus  for the  bui lding of more  
cars. Certa inly, eith er one of these, sta nd ing alone , would no t be 
sufficient, bu t I since rely feel th at  the legi slat ion will hav e this dua l 
effect.

The  In te rs ta te  Commerce Commiss ion has assured us th at  upon 
the  passage of this legislation, they  would  ma ke  a tho rou gh inv est iga ­
tion to determine the prob lems which will be invo lved , and none  of 
us here, cer tainly  want to  mi tig ate  the  serio usness of thi s problem to 
the railroads, either.

While  it has  been called a sec tional  problem, it  is obv iously a ser i­
ous prob lem in which man y fac tors have to be considered.  It  is my  
feeling th at  the  Senate am endm ent, or the am endm ent which was 
added in the  Sen ate,  will help  clar ify th is prob lem, will help  the 
In te rs ta te  Commerce Commission in their  inv est iga tion to  give the 
correct weight to the  problem s which some of the  easte rn rai lroads 
have , and  in this  way, I th ink enable  thi s legis latio n to be tte r serv e 
all of us.

I would like to speak also, pa rti cu larly  wi th regard  to  the m at te r 
of the  typ e of cars  which  are  ava ilab le. We have, as Mr. Hicks  
pointed out , a situ ation  in which  plyw ood, and this, inc ide nta lly , 
gent lemen, is no longer speci fically a Pacif ic No rth we st or a N or th ­
west  problem. Ce rta inly the South ern  State s are experiencin g the 
same  si tua tion now with  t he increased  plywood indu str y in their a rea s.

We hav e the  problem  of nee ding wide-do or cars for the  efficient 
load ing and unloading of thi s prod uc t, and  it  is cos ting  in some 
instanc es as much as $215 to $290 more per car  to load  and  unload  a 
6-foot door  c ar tha n it does an 8-foot doo r car.

Fo rtu na tel y, mo st of the new cars being bui lt are  8-foot  doo r cars.
I feel th at  the  be tte r circulatio n of the cars which are  presen tly  in 

opera tion  and  the  increased im pe tus  to build  new cars pro vid ed by 
thi s bill will be a step  in the  rig ht  direct ion , and  I strongly  urge the  
com mit tee  to app rove thi s legislation.

The C hairman. Th an k you , Mr. Meeds.
Are the re any  questio ns of the  Congressman?
If no t, than k you very much for yo ur  contr ibu tion.
Mr. M eeds . Th an k you.
Mr. H ick s. Mr.  Chairma n, could I in ter jec t for a mo ment?  I had 

a call from  the dir ec tor  of the po rt of Seatt le, and the y hav e sent a 
le tte r in here , and  they  asked th at  this le tte r be included in the 
record , and I spoke to  one of the staf f mem bers , and it  ha sn ’t been  
found.

Th e Chairm an. W ith ou t o bjectio n, it will be included in the record  
a t thi s point.

(The docume nt referred to follows:)
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Port of Seattle,
Seattle, Wash., September 24, 1965.

Hon. Oren Harris,
Chairman, House of Representatives,
Committee on Interstate and Foreign Commerce,
Washington, D.C.

Dear Congressman Harris: We desire to call to your attent ion  the desira­
bility of scheduling action on H.R.  9272 before the present  session of Congress 
adjourns.

There is positive need for long-range planning in the replacement of railro ad 
cars for the orderly transpor t and marke ting of the West’s basic raw materials.

Your early action is again requested on the above resolution.
Yours very truly,

J. Eldon Opheim, General Manager.

Mr. Cunningham. As you know I favor this legislation and have  
introduced a companion bill. I also have a letter from the Nebraska 
Grain & Feed Dealers Association, for the legislation, which I would 
like to put  in the record.

The Chairman. Without objection, it will be included, and will be 
received subject to  the rules of the committee, and if app ropr iate,  will 
be included in the record at the appropria te place.

(The document referred to follows:)
Nebraska Grain & Feed Dealers Association,

Lincoln, Nebr., October 1,11965.
Congressman Oren Harris,
Chairman, Commerce Committee,
House Office Building,
Washington, D.C.

Dear Congressman Harris: This association is composed of 850 members 
who are country elevators, terminal and subterminal elevators and feed manu­
facturers. This is about 90 percent of the indus try in Nebraska. We are served 
by two major railroads in our grain-producing areas, namely, the Union Pacific 
and the C.B. & Q. Railroads. Nebraska is an importan t grain and livestock 
producing state. We are now entering the harvest season on corn and grain 
sorghums. We are at the present time, according to the two above-mentioned 
railroads, 4,500 boxcars short in meeting demand. As harvest continues on a 
grain sorghum crop th at will exceed 147 million bushels, the demand for cars will 
increase for some time to come.

During the past number of years, it has been necessary that this crop be piled 
on the ground which requires tha t it be handled twice before i t reaches market. 
This is expensive and wasteful. In 1965 this will become more of a problem than 
normal because of the wet condition of the grain and the excessive rainfall during 
the summer growing season and particularly during the month of September.

Anything that  can be done to insure tha t western railroads can operate with 
more nearly 100 percent of ownership of cars would be helpful. This might 
be done by an increase in per diem during times of need. This has been suggested, 
and we endorse the legislation introduced and passed by the U.S. Senate in S. 
1098 to amend the inter state  Commerce Act to insure the  adequacy  of the na tional 
boxcar supply and to  insure bette r dist ribution of cars owned by specific railroads.

Another problem that enters the discussion immediately  is the inadequacy of 
the  supply of boxcars. According to figures the supply of boxcars in 1925 was 
2,357,000 cars and at  the  end of 1964 there  were 1,492,000 cars, yet freight hauled 
has gone up 60 percent over 1925. This has been accomplished by two things, 
namely, bigger capaci ty cars and faster schedules. There is, however, a limit to 
both of these factors.

We would like to suggest again that  the  Congress of the United States consider 
giving the railroads an incentive to build and own box cars. This could be ac­
complished by a fast tax depreciation schedule for a number of years on new 
cars. This would make it  possible for the railroads to obtain sufficient capital to 
replenish the supply of cars in a short period of time. This, in our opinion, would 
do more to remedy this critical transpor tatio n problem than any one other solution.
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We sincerely suggest  th at  your comm ittee consider and ac t favorably  on 
legislation which will promote be tte r d istribution of cars, encourage the  ownership 
of cars, and encourage more efficient use of existing cars.

We would like to thank you for the opportu nity  of expressing our opinion. 
Yours, very truly,

Howard W. Elm, Executive Secretary .
The Chairman . The next witness is our colleague from Mon tan a, 

the  Honorab le Arnold Olsen . Mr.  Olsen, we will be glad  t o h ea r yo u 
at this  time .

STA TEMENT OF HON. ARNOLD OLSEN, A REPRESENTATIV E IN  
CONGRESS FROM THE STA TE OF MONTA NA

Mr.  Olse n. Mr . Chairma n, I wish to express my  su pp or t for the 
freight car shortage  bills, H.R . 7165, H.R.  425, and sim ilar bills.

As I have stat ed  before, it is of utm os t urgency th at  the  In te rs ta te  
and  Fore ign Com merce Comm itte e rep ort ou t and the Congres s pass 
the  hill which would allevi ate  the dan gerous  an d economically dep ress­
ing freight  car shortage  which exis ts in the  co un try  tod ay.

I will no t repe at  at  length  the  fac ts which  the In te rs ta te  and 
Foreign  Commerce Co mm itte e has  heard  ove r and over aga in by 
rep res entat ive s of the  farm ing,  lum ber , mining,  and  ra ilroa d ind us­
trie s. These, in brief, are  the  summ ati on  of comp laints  as they  hav e 
been presen ted  to me:

1. No m at te r wh at the  prod uc tiv ity  and  ou tp ut  of the farm ing,  
lumber,  and  mining indust ries, no income is r ece ived if thi s ou tp ut  is 
no t tra nspo rte d to ma rkets  and to the consumers. Over the yea rs 
the  numb er of boxcars in use has  fallen  such th at  thi s fac t alone 
would  make it more  difficult to  tra ns po rt the  grea tly  increased  ou t­
pu t of these ind ust ries to the ma rkets .

2. Com pou nding thi s sho rtage , exis ting  leg isla tion  p erm its  r ailroad s 
to hold and  use cars which th ey  did  no t bui ld and do no t own for 
a minimal rent  which  makes it  much cheaper to keep cars  from  othe r 
roads than  i t is to bui ld new cars . Thus,  a w estern  ra ilroad which has  
a dra sti c c ar s hortage  will n ot  spend  upward of $15,000 to build  a new 
ca r when this car  will become the rental  prop er ty  of some  othe r rai l­
roa d a t a ridiculously  low price  of $2 per day.

3. Fo r thes e reasons,  ove r the past 10 years  the  Na tio n has  los t 
an avera ge of 20,000 boxcars  per year. The re sult is o nly  too  obv ious ly 
disa stro us for comm erce.  Th is sho rtage affects coal miners in 
Appalachia, gra in produc ers  in the  Mid wes t, lumb er mills on the 
Pacif ic coast , and all these ind ust ries in Mon tan a. Plywoo d mills say 
they  mu st close in certa in hea vily affec ted area s. Wholesa le and  
ret ail  tra de  is serious ly curta iled in all geo grap hica l areas which  
depend  upon the se ind ust rie s. In  M on tan a thes e are  the majo r 
industr ies,  and  all are  affected  by this blight. Th e effect on wages , 
profi ts, and  emplo ym ent  on all trades and  busin esses in the affected  
areas is eviden t. Th is legi slat ion is clea rly in the  na tio na l int ere st.

This legislation would make the  advanta ges of boxcar  ownersh ip 
more  at trac tiv e in the  in terest  of encouragin g carrier s to make a ju st  
and  equ itab le contr ibu tio n to the  na tional car  fleet. The In te rs ta te  
Commerce Commiss ion would be empowered to  ad just  per  diem  r ate s 
on boxcar ren tal s to give  economic incent ive  t o pur cha se cars  to  t hose
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railroads who now find it cheaper to  keep cars from othe r railroads and 
pay a low per diem charge.

I wholeheartedly support this legislation and again urge the com­
mittee to approve this bill this session.

The Chairman. We appreciate your  tes timony, Mr. Olsen.
Mr. Olsen. Thank you for the opportuni ty, Mr. Chairman.
The Chairman. We will now hear from the Honorable James 

Batt in.

STATEMEN T OF HON. JAMES F. BA TTIN,  A REPRES ENT ATIVE IN 
CONGRESS FROM THE STATE OF MONTANA

Mr. Battin. Mr. Chairman, for many years, Montan a whea t pro­
ducers have suffered severe economic consequences resul ting from 
boxcar shortages when cars were most needed.

Inabi lity to ship wheat  when it mus t be shipped has been ve ry costly 
and has caused great inconvenience in normal grain market ing 
channels. A particu larly ominous development in recen t years, 
however, has been the increased severity of the car shortages. And 
they  are no longer confined to the wheat harvesting season.

A commonsense approach to the problem of getting  more freight 
cars is contained in H.R . 7165 and 18 identical bills introduced during 
this session. These bills provide logical incentive  for railroads to 
acquire  more cars and in an orderly way.

I concur with the philosophy of H.R . 7165 and other bills: Th at if 
freight car ownership is made financially a ttra ctiv e the railroads will 
build or acquire more cars. Not all railroads may choose to do so for 
some may not be financially able. But  most railroads will choose to 
do so because freight cars will have become a sensible investment  to 
make by railroad officers charged with such decisions.

In short, these bills introduce the infallible logic of supply and de­
mand. When a demand exists for a product, service—or a railroad 
freight car—the market will meet this demand provided  it can be 
done so profitably.

Th at is what these bills will do and I strongly support them in the 
interests  of all shippers, farmers, and businessmen in Montana.

The Chairman. Thank you, Mr. Batt in.
Our next witness is Congressman Mize. You may proceed as you 

wish M r. Mize.

STATEM ENT  OF HON. CHESTER MIZE, A REPRESENTATIVE IN  
CONGRESS FROM THE STATE OF KANSAS

Mr. M ize. Mr. Chairman, members of the Inte rsta te and Foreign 
Commerce Committee, thank you for this opportuni ty to testify in 
behalf of the legislation I have introduced, H.R. 5875, dealing with 
the problem of the railroad freight car shortage.

As a  businessman in the Midwest, I have been particularly  aware 
of this problem for a long time. I know what it means not to have 
enough boxcars to transport the Kansas wheat crop at harvest time. 
I ’ve seen ton upon ton of valuable grain piled upon the ground along 
the railroad sidings waiting for shipment  which had to be delayed 
weeks and months until  enough fre ight cars could be made available.
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When freight cars were diverted to take care of the grain harvest, 
other lines of business suffered because their shipments were held up 
due to lack of adequate shipping space.

The acute problems we have had in the Midwest have now become 
nationwide. This shor tage is no longer peculiar to the Midwest and 
the far West. The South and the Eas t have begun to feel the pinch. 
They know what it means to have vital commerce delayed. The 
universality of the  problem is one of the reasons we are getting at­
tention at this time.

When I  came to Congress, I was obligated to carry on the fight for 
corrective measures which had been w'aged for years by my predeces­
sors. I ’ve studied the hearings and I ’ve seen the volumes of testi­
mony which have been filed calling atten tion to the problems and 
offering solutions which could be brought about  through legislative 
action.

I would be remiss if I did not recognize the leadership which Kansas 
legislators of both political persuasions have taken in the annual ba ttle 
to get Congress to move in adopting legislation which woidd get to 
the crux of this problem. I am particularly cognizant of what Gov. 
Bill Avery did when he represented the Second Distr ict of Kansas. 
Senator James Pearson, of Kansas, conducted hearings in the Midwest 
this year and has been recognized by his colleagues in the Senate 
Commerce Committee for the contribution which he made by making 
it  possible for many people to testify who could not otherwise have 
come to Washington.

Gentlemen, the arguments for legislative action have been made 
time and time again. I can only emphasize the validity of these 
arguments in calling for action on the legislation you have before you. 
To Jill of these, permit  me to add the impelling urgency of the moment. 
We are where everyone close to this problem predicted we would be— 
smack in the middle of the worst freight car shortage in history. 
Something must be done.

A bill, S. 1098, has passed the Senate. It  carries incentive amend­
ments which should be included. There are some particu lar problems 
with respect to the terminal lines which mus t be recognized. We also 
must take into account those railroads which are doing a good job 
in maintaining an adequate fleet of freight cars. The Intersta te Com­
merce Commission can take these items into consideration in setting 
realistic ra tes for freight car rental. If the Commission continues on 
the variable renta l fee basis, we should see more improvement, al­
though it is admitted there is not much evidence that the variable rates  
are the whole answer. It  could be tha t they are still too low, and many 
lines are still finding it more economical to rent cars and not return 
them than to build them and own them outright.

At any rate, we should give the Inters tate  Commerce Commission 
the green light so th at the necessary rate adjustments can be made and 
we can start  working ourselves ou t of this perennial crisis.

I respectfully urge adopt ion of the  language of the legislation I have 
introduced, H.R.  5875, plus the committee amendments  to S. 1098 
which were approved by the Senate. It  is obvious tha t the national 
interest  will be served when we have an adequa te supply of freight 
cars, not only to move all of the goods which flow in peacetime com-
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merce, but to take care of the extra  demands which are made whenever 
a cold war f ront heats up.

Thank you.
The C hairman. Are there any  questions? If not, we thank  you for 

your testimony, Mr. Mize. Next to be heard will be Congressman 
Bob Dole. Welcome to the committee Mr. Dole.

STATEMENT OF HON. BOB DOLE, A REPRESENTATIVE IN  
CONGRESS FROM THE STATE OF KANSAS

Mr. D ole. Mr. Chairman and members of the committee, I appre­
ciate this oppor tunity to present my views on pending legislation con­
cerning the shortage of railway freight cars throughout the Nation.

The supply of serviceable boxcars has been declining year ly at an 
alarming rate,  and the situation with respect to the reasonable move­
ment of grain in western Kansas, as well as the entire Great  Plains 
area, is becoming more acute each year.

As a member of the House Committee on Agriculture who represents 
one of the greatest Winter wheat and grain sorghum producing areas 
in the United  States,  I am perhaps  more keenly aware of the  impact 
of the car shortage than if the economy of my district were not basically 
agricultural. For the past  15 years or more, each time wheat harvest 
approached, there has been an inadequate supply of boxcars to meet 
the requirements of farmers and grain shippers. There have been 
times when it has become necessary' to pile thousands of bushels of 
harvested wheat and milo on the  ground along railroad sidings or even 
in the main streets  of towns, causing severe losses to producers and 
shippers. At this time, the milo harvest is commencing, and I have 
received numerous calls from grain handlers in recent days asking for 
cars to move grain in storage to make room for the new milo crop. 
Officials of railroads serving the Grea t Plains area, as well as those of 
the appropriate  Federal agencies, have always been most cooperative 
in helping to alleviate these situations as they have arisen, but  such 
relief as was forthcoming has been only of a temporary nature .

One factor which seems to complicate this  situation  is t ha t many of 
the railroads find it  cheaper to rent another ’s boxcars than  to replace 
their own. This practice, resulting in hundreds of cars being con­
centrated in other areas of the country at a time  when they were needed 
to move grain, appears to have been one of the  conditions having the 
most serious impact. To help overcome th is situation , the variable 
basis of per diem charges as proposed in the  Senate-passed bill, S. 1098, 
would go far in my opinion, but  a permanent solution can be found 
only by insuring the tota l boxcar supply is increased.

My colleague from Kansas, the Honorable  Chester Mize, and others, 
have bills pending which are designed to encourage increased car 
ownership. This, I submit, is the solution, for if the supply is not 
increased our problems can only be expected to become more critical 
as time goes on.

It  is my hope that due to the urgency involved, early congressional 
action will be taken  bringing an end to this nagging problem.

Thank you.
The Chairman. Thank you, Mr. Dole. Now, if there are no 

questions we will hear from another colleague, the Honorable  Teno 
Roncalio. You may proceed Mr. Roncalio.
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STATEMENT OF HON. TENO RONCALIO, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WYOMING

Mr. Roncalio. Mr. Chairman, the chief objective of H.R . 4543 is to insure the adequacy of railroad freight cars to meet the needs of commerce. The need is genuine, based on the decline of the U.S. rail car fleet. At the end of 1964, the fleet totaled 1,492,000 cars, down from the 1,512,000 total of a year earlier.
There are two reasons for this decline: A high retirement rat e on old cars too far deteriorated to be worth repair; and low rental rates railroads pay each other for use of cars, making i t cheaper to r ent  old cars than produce new ones.
In essence, my bill will provide tha t the Inters tate Commerce Commission in fixing the compensation to be paid by one railroad to another for the use of freight cars—per diem—a basic power which the ICC has long held—shall consider the adequacy of the national car fleet, and prescribe such car renta l charges as will ‘‘encourage the acquisition and maintenance of a car supply adequate to meet the needs of commerce and the national defense.”
The bill also states other objectives, “sound car service prac tices,” and “reasonable compensation to freight car owners.” It  states  that the ICC may consider “ value of use” of fre ight cars, as well as ownership expense. Bu t its basic thru st is an effort to get more freight cars by providing incentives for increased car ownership through operation of economic laws and the profit motive. It  would also contribute to sound car service practices by promoting more expeditious movement of existing equipment.
Supporters of this legislation believe tha t the now almost con­tinuous freight car shortage is due to the simple fact tha t, for genera­tions, freight cars have been an unat tract ive investment—because of the low renta l charges which have been available to the user of cars owned by other railroads.
They think th at if the ICC will put some profit into car ownership, more freight cars will be bought and built. They also think existing equipment will move more quickly, because tha t is the only way the renter  can reduce the per diem charges he must pay while a car, owned by another railroad, is in his possession.
From the viewpoint of labor generally, the bill would be helpful, because under present conditions, large industrial plants, grain elevators, et cetera, are frequently compelled to shut down for lack of freight cars, and this has an immediate adverse effect upon pay­rolls.
It  would seem vitally important to railroad labor for several reasons. In the first place, freight car shortages have diverted large quantities of traffic to other forms of transpor t, with a consequent reduction in the need for railroad workers. If the car supply can be increased by enactment of the bill, railroads will be enabled to handle more traffic, with consequent need for more workers.
It is a certain ty that enactm ent of this legislation would be bene­ficial to all industrial labor; particularly to railroad labor, and still more beneficial to those railroad crafts engaged in construction, repair, or rehabilitation of freight equipment.
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Mr. Chairman, I respectfully submit that passage of H.R.  4543 
will bring about an increase in the nationa l freight car fleet—an ob­
jective beneficial to the whole economy.

The Chairman. Thank  you, Mr. Roncalio. We will now hear 
from Congressman K arth in support of his bill, H .R. 4172.

STATEMENT OF HON. JOSEPH E. KARTH, A REPRESENTATIVE IN  
CONGRESS FROM THE STATE OF MINN ESOT A

Mr. Karth. The recurring national  freight car shortage has been 
allowed to get progressively worse in the last two decades because of a 
per diem rate  st ructure which makes i t more profitable for many rail­
roads to “ren t” foreign cars than to build and main tain their  own 
fleets.

Efforts by the Interst ate  Commerce Commission to establish realis­
tic per diem charges have been made ineffective by the resort by some 
railroads  to a Federal Distr ict Court decision in the case Palmer v. 
United States (75 F. Supp. 63 (1947)), which strikes down the Commis­
sion’s authority  to use other criteria than “bare bones” construction 
costs in setting per diem charges. Congress has been made aware of 
the need for specific corrective legislative action which will make it 
possible for the ICC to set a realistic  per diem rate  s tructure  and will 
encourage railroads  to rebuild depleted freight car fleets. I certainly 
hope t ha t at long last in this  89tli Congress we will enact such legisla­
tion before the freight car supply which has worsened since 1945 
reaches crisis stage, perhaps during some nationa l emergency.

I am advised by one western railroad tha t during August 1965 there 
were 49 blocked elevators on its lines in Minnesota . During tha t 
month  there was also, in Minnesota, grain on the ground amounting 
to as much as 190,000 bushels because boxcars were not available. 
On August 1, 1965, this railroad had only 77.3 percent of i ts boxcar 
ownership on line and was by the end of the month to get only 90.2 
percent of ownership, notwithstanding AAR car service orders. 
There  were many complaints from local elevators during August be­
cause this railroad was unable to provide necessary boxcars.

This example could be multiplied manifold in the Midwest this 
summer and fall. It  is a real tragedy  th at  Congress did n ot intervene 
in this situat ion years ago to help farmers, business, indus try and 
labor to move more efficiently and speedily the products  of this 
Nation’s fields, factories, and enterprises and to assure adequately our 
national defense needs.

I hope the House Committee on Inte rstate  and Foreign Commerce 
will adopt the  language of H.R. 4172 and will reject S. 1098 as amended 
by the  Senate Committee on Commerce. In my opinion the Senate 
committee amendment not only destroys the effectiveness of the 
original bill but  also unnecessarily complicates its application by intro­
ducing additional vague criteria which the Commission must also 
consider in determining freight car value.

In one particular  respect I believe the language of the Senate 
amendment would negate the objectives of this legislation. I refer 
to the power given to the Commission in the Senate committee amend­
ment  to make fair value determinations inapplicable—
to  carrie rs wh ich  te im in at e a su bs tant ia lly  hig her pe rcen tage  of int er lin e traff ic 
th an  th ey  or igi na te.
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One of the factors which has contribu ted to the freight  car sup ply  
problem is tha t terminating railroads unfairly hold and use foreign 
cars. I point spec ifically to tha t portion of the Depar tment  of Com­
merce comment on page 13 of Senate Report No. 386 which reads:

But terminating roads frequently find it advantageous to retain foreign cars and to minimize their ownership. Particularly when the revenue per "loaded car-day exceeds the per diem rental and traffic is active.
If  Congress is real ly serious about ending the chronic freight car 

shortage (and I believe  we must be to preserve the unprecedented 
forward thru st of our economy and to provide for our nationa l defense), 
you r comm ittee ought speedily to approve legis lation similar to H. R. 
417 2,  with out  the Senate comm ittee amendment.

Th e C hairm an. Tha nk you,  Mr. Ka rth . We hav e several more of 
our colleagues and sponsors of similar bills to hear from, so we will 
mov e right  along now and hear the Hono rable  A1 Ullman.

STATEMENT OF HON. AL ULLMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON

Mr. U llm an. Mr. Chairman and members of the committee, 
first, I wish to thank the distinguished chairman and members of the 
committee for the opp ortu nity  to present my  views on a ma tter of 
great and continuing concern to m any parts of the Nat ion. I welcome 
the chance to urge the committee’s approva l of the measures proposed 
in my  bill, H .R . 6432, and in the Senate-passed S. 1098,  to amend the 
Inters tate Commerce Ac t to insure  the ade qua cy of the national 
railroad freight car supply.

It  is a paradox that in these times of growing natio nal pro ductivity, 
in a period of unprecedented economic expansion, tha t the wheels of 
ind ustry and commerce are perm itted  to slow or grind to a hal t— not 
for lack of markets , not for lac k of raw materials, not for a shortage 
of  skilled labor— but  simply because freig ht cars are not  availab le to 
assure continuous flow of the Nat ion’s commodities to market. This 
Congress has, in recent  years , demo nstrated a major  concern with 
elements of our economy that  served as a brake on economic expansion. 
We have reduced income taxes, eliminated excise taxes, revised de­
preciation  schedules, introduced  the investm ent  tax  credit, and hav e 
taken many other constru ctive steps— ma ny of which originated in 
this committee— to help assure tha t the elements of a strong free- 
enterprise  economy are able to work  to the Na tio n’s benefit. It  
must be recognized, however, tha t since 19 45 — in a period during  
which  national pro ductivity has expanded gre atly— the number of 
railro ad freight cars has declined b y 15  percent.

Some argue tha t the decline in freight cars since World Wa r II  
reflects a declining level  of carloadings. I am inclined to think  th at  
jus t the opposite m ight  be true. An  artic le in the Wall Stre et Journal 
of June 1, 1965, characterizes the rail car shortage as follows:

Bu t the shortage, in the main, is a  consequence of the biggest peacetime busi­ness boom in the Nation’s history. The railroads simply have been unable— or in some cases unwilling— to add new cars to their fleets a t a fast-enough pace to meet rising demand from shippers.
Thi s suggests, does it not, tha t carloadings ma y be down because 

a sufficient number of freight  cars of the type required by  toda y’s 
businesses and industries  have sim ply not been available.  When 
lumb er mills and plywood plants in my  Sta te of Oregon have to shut
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down for several days or a week because they are unable to ship from 
existing inventories, when grain-terminal employees are laid off a t the 
height of the grain shipping season, when desperate  appeals to several 
railroads for rolling stock to meet immediate shipping needs fail to 
turn  up even a fraction of the requirements, the real ity of the Nat ion’s 
freight-car shortage cannot be denied.

The Interst ate  Commerce Commission has repeatedly recognized 
this rea lity, and has issued orders, within the limits of present auth or­
ity, to encourage more efficient distribu tion of existing freight-car 
stocks. The only effective solution, however, is to reverse the steady  
attr ition and deterioration of the Nation’s boxcar supply. ,

The primary  cause of this deterioration , in my opinion, is the per 
diem re ntal struc ture which governs their use. Because the average 
daily earning of a freight car greatly  exceeds the per diem renta l 
charge, operators—particularly  those in terminal areas for incoming 
shipments—have found it “good business” to hold and use this equip­
ment at their own discretion. This creates a continual hardship on 
the rai lroads tha t invest in specialized rolling stock particularly  suited 
for originating shipments in their areas of operation. They are not 
only deprived of the use of this equipment when needed, but  often 
are unable to acquire the use of older or inferior equipment.

This happens year in and year out in Oregon’s lumber and plywood 
indust ry, where special wide-door cars are needed to facilitate loading 
and unloading of these bulky commodities. These cars, instead, 
wind up doing general duty throughout the country at the discretion 
of lines that  have no interest in the requirements of other areas. 
Oregon shippers must  have assurances of an adequate  freight car 
supply for market ing the Sta te’s lumber, agricultural, and industrial 
products. The alarming decline in the number of freight cars must 
be reversed. Per diem rates  must encourage the efficient use of all 
available equipment.

Mr. Chairman and members of the committee, to remedy the in­
equities that are working at odds with  our national goal of increased 
productivity and efficiency in distribu tion of the Nat ion’s commod­
ities, I urge your approval of legislation to allow the Inters tate  
Commerce Commission to establish a system of freight car per diem 
rates which will facili tate the acquisition, maintenance, and efficiency 
of a freight car fleet to meet the needs of America’s commerce. In 
my judgment , the legislation under consideration here today will 
help to achieve th at goal.

The Chairman. Thank you, Mr. Ullman.
Mr. Ullman. Thank you for the  opportuni ty, Mr. Chairman.
The Chairman. Next we will hear from Congressman Wyatt.

STATEMENT OF HON. WENDELL WYATT, A REPRESENTATIVE IN  
CONGRESS FROM THE STATE OF OREGON

Mr. Wyatt. Mr. Chairman, I wish to express to you and the dis­
tinguished members of your committee my deep appreciation to you 
for conducting these hearings and affording me the opportunity to 
testify. The subject you are considering today is one of the most 
important pieces of proposed transporta tion legislation to come before 
Congress. Its  provisions offer the basis for effective action in decreas­
ing railroad car shortages and alleviation of the repeated paralytic 
effects of such shortages on the  economy of many areas of our country.
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One such area is Oregon where inadequate car supply again threatens 
shutdowns of our mills and other industries associated with production 
and marketing of forest products. Producers of other products in 
Oregon have also suffered the effects of car shortage.

I believe it has been well confirmed, as noted in the Senate committee 
repor t of S. 1098 this year and S. 1063 last session, that the per diem 
rate  is so low as to make it cheaper for cer tain railroads to rent  cars 
of others than to acquire cars of their own. This circumstance, of 
course, contributes not only to inadequate ownership but delays 
return of cars to areas such as Oregon, whose serving carriers are 
attem pting  to maintain high levels of car ownership. It  is the 
economic element of the deficient per diem charge which S. 1098 deals 
with as a tool in achieving its objective of insuring the adequacy of 
a national  freight car supply.

Oregon feels the effects of shortages early, it feels them long, it 
feels them hard and recently it has been feeling them continuously. 
My State is primarily a producer and m anufac turer of products much 
of which must be marketed in areas far removed from Oregon. If 
its economy is to be unimpaired and competitive it must be able to 
market those products in accordance with production and order 
schedules. We have the raw materia l resources, we have the produc­
tion plants and personnel, we have developed markets  for our products, 
and we have the orders for eastern delivery, bu t the one vital link, 
that  of an adequate, reliable supply of rail cars to get our produce to 
market continually breaks or only half holds, thus  retard ing our 
entire economy.

One of the effects of freight car shortages which is often overlooked 
but which constitutes a very rea l threat  to our forest p roducts indus try 
is th at of customer diversion from use of these products to subs titute 
materials. Oregon’s lumber and plywood indus try has worked long 
and hard to gain increasing acceptance of their materials. Yet when 
they  cannot supply the  material as it is wanted they  face the  prospect 
of increasing customer diversion to use of substitu te materials. Such 
action will result in severe and long lasting damage to our producers 
and their labor force.

In conclusion, let me poin t out that every year and every day tha t 
goes by in which our shippers receive only a portion of the cars they 
need not only saps the strength of our economy, but belies the claim 
of some railroads tha t they will remedy the situation themselves. 
They have not done so and we can wait no longer. It  is for these 
reasons tha t S. 1098 urgently needs to be passed, giving its remedial 
potential  to the Inte rsta te Commerce Commission for effective 
implementation.

The C hairman. Than k you, Mr. Wyatt.  Out next witness will be 
the Honorable Rolland Redlin.

STATEMENT OF HON. ROLLAND REDLIN, A REPRESENTATIVE IN  
CONGRESS FROM THE STATE OF NORTH DAKOTA

Mr. Redlin. The fertile plains of North Dako ta produce vas t 
tonnages of high-grade wheat which must be marketed in an orderly 
manner. When normal marketing patte rns are disrupted, wheat



NATIONAL FRE IGH T CAR SHORTAGE 41

farms and all those in North  Dakota whose livelihood derives from the 
growing and marketing of wheat are seriously disadvantaged.

Over the years, as probably  every adult American knows, there 
have been shortages of boxcars during harvest season. In North  
Dakota, we feel the  pinch of the inadequate boxcar supply every year 
at harvest season. Not infrequently wheat must be piled up on the 
ground awaiting boxcars to move the  crop to marke t.

During recent years, shortages of boxcars have become more severe 
and have been experienced a t many times of the  year. The virtua l 
paralysis to the economy of areas of my State during these severe 
car shortages cannot be overemphasized.

The reason is simple. Since 1945, the Nat ion’s railroads have 
retired nearly 300,000 more cars than  they have built . This year, 
the number  of serviceable boxcars is down 3,600 from 1964.

The major cause of the shortage is that  railroads  can rent cars 
more cheaply than  they can build them. As we all know, railroads 
are required to permit other railroad lines to tran sport their cars, 
in order to allow a free flow of commerce from coast to coast.

Mr. Chairman, North Dakotans  are in agreement on the need for 
relief to this growing problem of f reight car shortages.

H.R. 7165 is one of some 19 bills now before Congress tha t provide 
a logical solution to the problem. This bill would appoint the Inte r­
state Commerce Commission an impartial arbi ter of the question 
of daily freight car rentals. This is the heart of the problem. If 
the car rental rate  is high enough to produce a profit to its owner, 
more cars will be built, because i t will be good business for the roads 
to own cars. When car rental s are too low to produce a profit to 
the owner, fewer cars will be built because it will be attractive for 
many railroads to ren t the cars of others at less cost than building 
new ones. Basically, this is a difference of opinion between rail roads 
which load far more cars than they unload, and railroads which 
unload far more cars than  they load.

Those railroads which unload more cars than  they load have at 
their  disposal all the cars they can use, even in times of great shortage 
in other par ts of the country—and North Dak ota is mvariably one 
of these car-shor t areas. Naturally,  with all the cars they can use 
always on their lines, these terminating  railroads  want to be able to 
rent  these cars for as li ttle as possible. More specifically, they want 
to ren t cars owned by other  railroads  as cheaply as possible. It  is 
even cheaper for them, when car rental  rates  are low, to allow their 
own cars that need repairs to rus t on sidings while renting the bette r 
cars of other lines. This fact has contr ibuted  greatly to the car 
shortage crisis.

The time is here to end this unreal and unfair situation . Since the 
railroads cannot  agree on a scale of daily car rentals  t ha t will provide 
enough freight cars, let us give this job to the Inters tate Commerce 
Commission, which has no ax to grind other than  the interests of 
most Americans in obtaining sufficient freight  cars.

I strongly support H.R. 7166 or any other identical bill.
The Chairman. Now our nex t witness is the  Honorable Charles A. 

Webb, Chairman of the  Inte rstate  Commerce Commission.
Mr. Chairman, it is nice to have you before the committee again.



42 NATIONA L FR EI GH T CAR SHORTAGE

STATEMENT OF HON. CHARLES A. WEBB. CHAIRMAN, INTERSTATE
COMMERCE COMMISSION; ACCOMPANIED BY ROBERT P.
PFAHLER, DIRECTOR, BUREAU OF SAFETY AND SERVICE,
INTERSTATE COMMERCE COMMISSION

Mr. Webb. Thank you, Mr. Chairman, members of the  committee. I would like to ask Mr. Rober t P. Pfahler, who is the Director of our Bureau of Safety and Service, to sit at the table with me, and also I would like to announce for the record tha t Commissioner Goff, Commissioner Brown, and Commissioner Deason are attending the hearing this morning.
I appreciate this oppor tunity to testify on H.R . 7165, which, as has been indicated, would implement the legislative recommendation tha t we have made to the Congress, extending back over the past 10 years.
The purpose of this bill is to grant the Inte rsta te Commerce Com­mission a uthority to prescribe per diem charges for the use of railroad freight cars on a basis tha t will encourage railroads to acquire and mainta in their fair share of freight cars required to meet the needs of commerce and the national defense.
Although many factors contribute  to freight car shortages, the two principal causes are inadequate car ownership and the failure to utilize existing equipment efficiently.
The diminishing supply of railroad freight cars and the efficient utilization  of the remaining fleet have been of major concern to the Commission for many years.
To cope with the problem, railroad management voluntarily estab­lished car service rules to promote prompt handling, movement, and return of freight cars.
For many years those rules and their accompanying per diem schedules have provided the best plan tha t railroad management has been able to devise for efficient car utilization. But,  an inherent weakness in the car service rules is the lack of sanctions for their enforcement. At times there has been widespread disregard of the rules.
As was indicated in Congressman Younger’s question to Senator Magnuson, there has been an increase in the average capacity  per car. However, this increase in average capacity has not offset the total  loss in capacity resulting from the reduction in the number of cars.As of January 1, 1956, the total carrying  capacity of all cars owned by class I railroads was 91 million tons. By January 1, 1965, this total  had been reduced to 87 million tons.
Between January 1956 and January' 1965, the number of freight cars declined from 1,774,614 to 1,550,447, a decrease of over 200,000 cars.
As a result, critical shortages of varying duration and severity have occurred in every producing area of the country , and, as has been indicated by previous witnesses, this is no longer a regional or a sectional problem.
During these periods when critical shortages have occurred, the Commission has resorted to every7 means it has at  its command to cope with the problem. Increased demurrage charges have helped
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to insure prompt loading and unloading, insofar as shippers and 
receivers are concerned. These charges, of course, do not apply to 
the handling of cars by carriers.

We have at tempted  to alleviate the im pact of car shortages through 
the issuance of service orders. Car service orders have been issued 
requiring the prompt handling of cars by carriers, prescribing the 
return of certain cars to owning lines, restric ting the loading of certain 
cars to specified areas, and prohibit ing the circuitous routing of traffic.

Just last Friday , for example, the Commission issued service order 
No. 968, which became effective yesterday, October 4, 1965. This 
order requires plain boxcars which are a t least 50 feet long, as well as 
those cars which are at least 40 feet long with side doors 8 feet or 
wider, to be returned promptly to owning roads or in the direction 
of owning roads.

In addition, we issued orders yesterday, to become effective on 
Thursday, which require particular railroads to turn over a specified 
number  of empty cars to other railroads serving areas where the 
shortage is most acute.

This is an example of robbing Peter to pay Paul;  although Peter  is 
needy, Pau l’s needs are the greater.

In short, our existing authority  enables us to engage in a sort of 
share-the-poverty program, and we are asking for this authority  in 
the hope t ha t we will be able to get the railroads in a position where 
they can share an abundance of the freight  car equipment.

During the past 15 years, the divergent views of railroads as to the 
proper charges to be paid each other for the use of freight cars have 
culminated in proceedings before the Commission.

The charges paid by one railroad to another for the  time i t has the 
other’s car on its line are established by vote of the members of an 
agreement approved pursuant to section 5a of the Inte rsta te Com­
merce Act and administered generally by the Association of American 
Railroads.

A number  of railroads are of the view tha t the per diem charges 
promulgated since 1953 have been unreasonably high, while others 
contend tha t they are too low and, as a result, have encouraged delay 
in the return of cars and contributed to the decline in the total supply 
of cars in interchange service.

The problem is complicated by the inherent conflict that exists 
between the two highly desirable objectives:

1. The prompt return of cars from major terminating areas to 
major originating areas, and

2. Return loading to make the most economical and efficient use of 
freight cars.

Delays necessary to retu rn a car with a revenue-producing load 
frequently are preferable to extensive crosshauling of empty cars. 
However, any undue delay or failure to comply with rides for return 
of cars natural ly would aggravate the car shortage problem.

Car service rules of the Association of American Railroads are 
designed to promote efficient use of cars. They prohibit a term inat­
ing carrier from loading its own car for an off-line movement if it  has

54 -8 99—65-------4
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available a car of another carrier which can be loaded for movement back to the owning line.
An increase in the supply of cars owned by railroads which termina te substantia lly more traffic than they originate would not necessarily improve the car supply situation since the ability of such carriers to load their own cars in interchange service is limited.
The Commission believes tha t in view of the recurring critical shortages of freight cars, it is imperative tha t ownership of such equipment be increased, and tha t it be maintained at a level capable not only of meeting the needs of the shipping public during normal times but at the same time providing a reasonably adequate supply during periods of emergency.
It  is extremely difficult to determine whether the number of cars owned by a particular carrier represents a fair and equitable  cont ribu­tion to the total number required for a reasonably adequate national supply.
In general, however, it woidd seem tha t each railroad should own freight cars of various types which, together with foreign cars used in stric t accordance with car service rules, are sufficient in number to protect the loadings it  originates. This does not mean, I hasten to add, tha t we prejudge any car ownership formula or obligation tha t may be proposed in proceedings before the Commission.
The earning value of freight cars generally exceeds the current per diem charges, which today range from $2.16 to $12.18, depending on the value of the car.
The largest  number of cars, 649,883, is in group 2, valued at $1,001 to $5,000 and having a per diem rate  of $2.79. Before the sliding scale based on value was established, the standard rate  was $2.88. The next largest group of cars, 377,385, is group 3.
These are relatively new cars, valued at $5,001 to $10,000 and carry a per diem rate of $3.58. The first value group has 348,756 cars. Cars in this group are valued a t less than $1,001 and they carry a per diem rate of $2.16.
Some carriers find it more attractive to pay the car renta l charge than to own cars. Carriers in this position obviously have no economic incentive to purchase the cars necessary to enable them to provide their fair share of an adequate car supply.
We believe tha t the Commission should be au thorized to make the advantages of ownership more attractive in the inte rest of encouraging carriers to make a jus t and equitable contribu tion to the national car fleet.
The Commission at one time attempted to increase car ownership by the imposition of per diem charges designed to encourage such owner­ship by the railroads—increased per diem charges on freight cars, 268 I.C.C. 659 (1947). However, in Palmer v. United States, 75 F. Supp. 63 (1947), a three-judge distr ict court  set aside the Commission’s order on the ground that the Commission could no t prescribe per diem charges for regulatory purposes.
Although the legal implications on the  Palmer case decided in 1947, are not entirely clear, the decision reasonably may be construed as precluding the Commission from prescribing per diem which would
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not only produce a fair return on investment,  but  would  also 
prov ide an added incentive  for car ownership, recognize the value 
of the use of freig ht cars, and encourage the acquisition and mainte­
nance of a car supply adequate to meet the needs of commerce and of 
the national  defense.

Accordingly, we believe  tha t the Comm ission should  be clea rly 
authorized to established per diem charges at a level  or levels tha t 
would make  ownership of equipment more attrac tive. Th e Co m­
mission should not be prevented from fixing per diem charges which 
would,  in the languge of the bills under consideration: “ * * * pro­
vide jus t and reasonable compensation to freight  car owners, con­
trib ute to sound car service pract ices and encourage the acquisition 
and maintenance of a car supply adeq uate  to meet the needs of com­
merce and the natio nal defense.”

It  should be emphasized that large  net per diem debits do not 
necessari ly indicate that the debtors are deficient  in car ownership. 
Some railroads which  supp ly great numbers of cars to the interchange 
fleet are net per diem debtors.

Other railroads terminate  so much more traffic than the y originate  
that they would  be substant ial net per diem debtors  even if they 
owned more cars than the y needed.

Con vers ely,  it is conceivab le tha t railroads which  cons isten tly 
show net per diem credits  m ay not own enough freight cars of a partic ­
ular type .

We recognize tha t an indiscriminate increase in the number of 
freight cars could result in an uneconomic surplus of cars of various 
types and in wasteful trans portation  practices. Accordingly, if the 
proposed legislat ion were approved,  the Commission would exercise 
extreme caution in sett ing incen tive per diem rates.

In addition, I would like to point out tha t no sudden change in per 
diem charges would be effected  by  the proposed legislation. Section 
1(14) of the act, as proposed to be amended, provid es for hearings. 
The Comm ission’s decision, after hearings, would  be subject  to 
judi cial  review.

Hearings would be necessary in any event to determine, among 
other things, deficiencies by  type of cars and by  carriers, and the 
most equitable means of correcting  these deficiencies.

A comprehensive stu dy of traffic requirements,  including peak 
loadings, would be necessary. Sepa rate  studies would be required 
for part icular types of equipm ent, such as box, gondola, fiat, hopper, 
refrigerator , and other  special types of cars.

In addition , it would be necessary to consider the type and flow 
of traffic and the exten t to which particular carriers are originating, 
terminating, or bridge lines.

In fixing the compensation to be paid for the use of freight cars, 
the Commission would have to determine what basis of compensation 
would provide a fair return on investment to freight car owners, 
contribute to sound car service  practices , and encourage the acquisi tion 
and maintenance of a car supply adequate to meet the needs of com­
merce and the national defense.
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It  would be nece ssary for us to  de termine wh eth er the  comp ensation shou ld be com puted on the basis of elemen ts of own ersh ip costs  in­volved in owning and ma int ain ing  fre igh t cars  inc lud ing  a fai r ret urn on inv estment,  wh eth er com pen sat ion  should include an elem ent reflec ting the  value of use of fre igh t cars , or wh eth er it should be fixed upon  some oth er basis or com bin ation  of bases .It  would  also be necessa ry to de termi ne  wh eth er to  prescribe in­centive  per diem  rate s ind ust ryw ide , or to  p resc ribe  se pa ra te incent ive  rat es for ind ividual carrier s by type  of car.
Some of the  inform ation req uir ed for such a de ter mi na tio n is b eing  developed in Ex  pa rte  241. Th is proceeding  was insti tu ted on Dec ember 20, 1963, to ob tain specif ic and  cu rre nt  inform ation on th e adequa cy of freight car  ownership and to  f orm ula te,  if possible, more  effective  rules  for the  alleviat ion of car sho rtag es.Car riers were req uir ed to colle ct and  subm it stat ist ical  da ta . This info rma tion  has  been filed rec en tly  with the Commiss ion.The  Comm ission  is now revie wing this da ta  in an effo rt to  de ter­mine  the  ex ten t of the fre igh t car  short age and will at te m pt  to for­mu late rules,  includ ing  car  serv ice rules, which will help to alleviate  this perenn ial sho rtage.

As you know, the lang uage of H.R.  7165 is vi rtu all y identic al to th at  of S. 1098, as int rod uce d in the  Sen ate . How ever, the  Senate added an am endm ent to its  bill which empowers  the  Commiss ion to make the  incentive element of any per  diem ra te  app lica ble :1. To carriers determ ine d by the Comm ission  as owning an ade­qu ate numb er of fr eig ht cars to  meet their  respon sib ilit ies  t o the need s of commerce and  the  na tio na l defen se;
2. To carr iers  which ter mina te a subs tan tia lly  high er perc entage  of inte rline traffic than  they  origin ate ;
3- To types of fre igh t cars the sup ply  of which the  Commission finds to be in the  publ ic int ere st.
I he Comm ission  did no t objec t to the Senat e am endm ent because all the  factors specified the rein would hav e been  considered under the  language of the  bill, as int rod uced,  and would be cons idered, of course, und er the  language of H.R . 7165.

Should the  proposed legi slat ion be enact ed, the  Commission would move pro mp tly  to in itiate  proceedings to establ ish  per diem rat es  to accomplish the  object ives of the  prop osed legislation. How ever , even if the  proposed legislat ion were enact ed in thi s session of the Congress, it  would require conside rable time for the  Comm ission  to hold hear ings and to rea ch a decision.
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In addition, there is always the possibility of judicial review. 
Consequently,  incentive per diem rates could probably not be estab­
lished until late 1966.

For the foregoing reasons, we urge prompt and favorable considera­
tion of H.R.  7165.

For the convenience of the committee, three exhibits are attached  
to my statement.

Exhib it A indicates the trend in ownership of cars, serviceable and 
unserviceable, during the past 17 years. Exhib it B indicates the 
trend in plain and equipped boxcar ownership. Exhibit C indicates  
the loss in plain serviceable boxcars from 1956 to 1965.

(Exhibits  referred to follow:)

E x h ib it  A.— Unserviceable and  serviceable fre igh t cars, class I  railro ads, total 
fre igh t cars

J a n . 1,1 947  
J a n . 1,1 952 
J a n . 1,1 957 
Jan . 1,1 962 
J a n . 1, 1964 
Ja n .’ l ,  1965

BOX  CARS

Jan . 1, 1947_______
Jan . 1, 19 52 _______
Jan . 1, 19 57 _______
Jan . 1, 19 62 _______
Jan . 1, 1964_______
Jan . 1, 1965_______

HO PPER CARS

J a n . 1, 1947_______
J a n . 1, 1952_______
J a n . 1, 1957_______
Jan . 1, 19 62 _______
Jan . 1, 19 64 _______
Jan . 1, 19 65 _______

GONDOLA CARS

Jan . 1, 1947...............
Jan . 1, 1952......... . . .
Jan . 1, 1957_______
Jan . 1, 1962_______
Jan . 1, 1964_______
Jan . 1, 19 65 _______

O w ner sh ip G ai n  o r los s 1 2 U ns er vi ce ab le P e rc en t Ser vic ea ble G ain  or  lo ss  1

1,73 9,93 0 67,266 3.9 1,672,664
1,751, 731 +11 ,801 90,2 76 5.2 1,661, 455 -1 1 ,2 0 9
1, 707,683 -4 4 ,0 48 68,104 4.0 1.6 39,579 -2 1 ,8 76
1,60 6,69 6 -1 00,9 87 141,128 8. 8 1,465, 568 -1 74,0 11
1,51 5,13 9 -9 1 ,5 57 103,0 03 6. 8 1,4 12,136 -5 3 ,4 3 2
1,49 4,70 3 -2 0 ,4 36 88,507 5.9 1,406 ,19 6 -5 ,9 4 0

726,069 23,678 3.3 702,391
733,069 + 7 ,0 00 33; 989 4.6 699,080 -3 ,3 1 1
725,477 -7 ,5 9 2 28,430 3.9 697,047 -2 ,0 3 3
663,762 -6 1 , 715 53,7 14 8.1 610,048 -8 6 ,9 99
615,887 -4 7 ,8 75 41, 637 6. 8 574,250 -3 5 ,7 9 8
596,902 -1 8 ,9 85 36, 702 6. 2 560,200 -1 4 ,0 50

2 532,694 2 20,640 3. 9 2 512,054
552,127 +19 ,4 33 31; 743 5. 7 520; 384 + 8 ,3 30
507,619 -4 4 ,5 08 19,1 50 3. 8 488 ,469 -3 1 ,9 15
465,342 -4 2 ,2 77 42,668 9. 2 422 ,674 -6 5 ,7 9 5
434,5 16 -3 0 ,8 26 26,277 6. 0 408,289 -1 4 ,3 85
434,234 -2 8 2 26,1 31 6. 0 408,103 -1 8 6

328,461 16,1 96 4.9 312,265
294,0 27 -3 4 ,4 34 16,179 5.5 277,848 -3 4 ,4 17
277,430 -1 6 ,5 97 12,893 4. 6 264, 537 -1 3 ,3 11
256,7 49 -2 0 ,6 81 33,666 13.1 223,083 -4 1 ,4 54
237,1 27 -1 9 ,6 22 26,463 11.2 210,664 -1 2 ,4 1 9
223,681 -1 3 ,4 4 6 17,551 7.8 210,235 -4 2 9

1 G ain  or  los s in  re la ti on  to  p re v io us per io d .
2 In c lu des co ve re d hopper s.
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E xhib it  C.— Pla in  boxcars— Loss in  serviceable ow nersh ip an d percentage of  loss by 
dis tricts

Ca rs Pe rcen t

E ast ern ___________ ______________ ______ _________________ ______ _ 39 935 36 9
Alle gheny_____ _____ _____ _____________________________________ _____ 45* 034 49 7
Po ca ho ntas _______________________________________________________ 14 264 28 7
Sou th er n_____ _____________________________________________ ______ 20 725 22 3
N or th w es te rn _______________________  ___________________________ 12 779 12 2
Cen tral  wes te rn ____________________________ _ . .  _______  _______ 8 938 6 5
So ut hw es te rn _________________________________________________ 25 5̂98 43.6

Mr. Webb. Thank you.
Mr. R ogers of Texas (presiding). Thank vou very much, Mr. 

Webb.
There are two questions in my mind. The first one is with regard 

to the Palmer case. Now the court held in tha t case that you did not 
have the power under regulatory powers to fix this per diem rate , did 
it not?

Mr. Webb. Yes, tha t is correct, Mr. Chairman. The court held 
tha t in sett ing per diem rates, that we could not be guided by regula­
tory objectives, such as increasing the total  national  car supply.

Mr. Rogers of Texas. Now would they go so far, Mr. Webb, as to 
say subsequently tha t because of their position in tha t case, tha t a 
sta tute could not grant to you powers tha t you would not have 
under ordinary regulatory procedures?

Mr. Webb. Well, I think the court in the Palmer case recognized 
tha t what we were attempting to do in 1947 could certainly be accom­
plished if the Congress amended the Inters tate  Commerce Act.

Mr. Rogers of Texas. In other  words, creating this as a regulatory 
power, a power in the regulato ry field.

Mr. Webb. Yes, the Congress has delegated to us authority 
to set the level of per diem rates, but the court held, in effect, that 
the Congress had not delegated to us the power to set them for 
the purpose and at  a level designed to increase car ownership.

Mr. Rogers of Texas. Now the other  question is with regard to 
the language I  was asking Senator  Magnuson about. I gathered from 
your sta tement tha t you would consider th is surplusage, which is what 
I did a t first—it seems to me th at you have all the powers in the added 
language, t hat  you have all the powers in the basic bill tha t you have 
in the added language.

Mr. Webb. Yes, I  would agree. We don’t believe tha t the added 
language is necessary, but as Senator Magnuson indicated, we worked 
with his committee, and we certainly don’t find the additional language 
objectionable.

Mr. R ogers of Texas. You don’t think  the expressions of those four 
items creates any restrict ions on the powers?

Mr. Webb. No, sir, I do not.
Mr. Rogers of Texas. Mr. Jarman?
Mr. Jarman. Thank you.
Mr. Chairman, on page 2 of your statement , you refer to railroad 

management voluntarily establishing car service rules to promote 
prompt handling, movement, et cetera. How far back does tha t go?

Mr. Webb. I would like to ask Directo r Pfahle r if he knows when 
those were first established.
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Mr. Pfahler. It  goes back at  least before the Fir st World War. 
I can’t say specifically, but  it has been a longstanding operation of 
the railroad association.

Mr. J arman. As I unders tand it, the per diem charges are estab­
lished on a voluntary basis by the railroads. How far back do the 
per diem rates go?

Mr. Pfahler. They go back about the same period, as far as I 
know.

Mr. J arman. Mr. Chairman, in your statement on page 4, you 
refer to a number of railroads of the  view th at per diem charges pro­
mulgated since 1953 have been unreasonably  high, while others con­
tend tha t they are too low.

Mr. Webb. Yes, sir.
Mr. J arman. Has there been a constant change in the per diem 

rates?
Mr. Webb. Yes; they have gone up, over the years. These per 

diem rates  are established by the railroads  under the permission 
granted by section 5a of the act, bu t each rail carrier is guaranteed 
the right  of independent action.

As a result, some railroads, for example, the Boston & Maine and 
the New Haven, have refused to go along with the rates agreed to by 
a majority of the carriers, and their atta ck on the  level of the  existing 
per diem charges is now a matter  being considered in a proceeding 
before the Commission.

Mr. J arman. I have jus t two other questions tha t occur to me. 
What is considered the average life of a freight car?

Mr. Webb. I would like to ask Directo r Pfahler.
Mr. P fahler. I think it is about  27 years for tax purposes, but  

most of the car fleet in service, the  cars go back to the 1930’s, up until 
the present time.

Mr. J arman. Well, based on the per diem rates tha t have been re­
ferred to in the hearing this morning, can the owner of the average 
freight car expect a fair retu rn on his investment on the rates tha t are 
now determined?

Mr. Webb. Well, it is our responsibility to assure tha t the owner 
receives just  compensation. I think one of the problems, Congress­
man Jarman, is th at the railroads, with limited funds for investment, 
find th at investment in special-purpose cars make a greater return to 
them.

For example, a specially equipped boxcar designed to serve auto­
mobile manufacturers costs some $34,000, and it is used exclusively 
in that  particular service. I think the investment being made in 
such special equipment accounts in p art for the  very sharp decline in 
general-purpose boxcars.

Mr. J arman. Thank you.
Mr. R ogers of Texas. Mr. Younger?
Mr. Younger. Thank you, Mr. Chairman.
On page 5, Mr. Webb, you say that the range of the earning value of 

freight cars is from $2.61 to $12.18, and then you proceed to give 
certain  categories, b ut you do not give a category that would have a 
charge of $12.18.

Mr. Webb. No; I think  D irector  Pfahler could supply that  for you 
right  now.
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Mr. Pfahler. $12.18 would be $35,000 or more.
Mr. Younger. What kind of cars are those?
Mr. Pfahler. Well, they would be the biggest hopper cars tha t 

are being built.
Mr. Younger. Now are those rates  fixed by the Commission, or 

are those ARA rates?
Mr. Webb. Those are the rates  voluntari ly agreed to by a majority 

of the railroads operating under the section 5a agreement.
Mr. Younger. Now what is the other ra te tha t you have now, th at 

gave rise to the Palmer case?
Mr. Webb. The ra te which gave rise to the Palmer case, I think  a t 

tha t time, was only about $1.51. The Palmer case was decided in 
1947.

Mr. Younger. Yes, bu t was that a rate  fixed by the Commission or 
was that an ARA rate?

Mr. Webb. That  was a rate fixed by the Commission, for the 
purpose not only of providing jus t compensation to the owners of cars, 
but  also designed to increase the tota l supply of freight cars.

Mr. Younger. Well, now, in the Palmer case, the court held, as I 
understand, tha t the Commission had no right to fix a rate  tha t was a 
penalty  rate.

Mr. Webb. Tha t is true. Another purpose tha t the Commission 
had in mind at tha t time was to establish a much higher per diem rate, 
and apply it to carriers to  the exten t tha t they failed to abide by the 
Commission’s car service rules. Th at was a penalty provision, and 
the courts said we had no autho rity to impose it.

Mr. Younger. But what did they say about  your auth ority  to fix 
a compensation at per diem rate?

Mr. Webb. Oh, we have that  authority , Mr. Younger, at the 
present time, and we have always had it.

Mr. Younger. Isn ’t tha t what the bill says now?
Mr. Webb. No; the bill would permit us to add to the rate,  which 

is found to provide just  compensation, some incentive element to 
encourage carriers to build more freight cars.

Mr. Younger. If I understand the decision, the decision didn’t 
deny that. All they said was that you had n’t made a case.

So far as fixing rates, that  would be compensatory. You hadn’t 
made the case for it. They didn’t say that you d idn’t have the right , 
as T understand it.

Now, is my understanding correct of th at case?
Mr. Webb. As I  pointed out, Congressman Younger, the implica­

tions of the decision are not entirely clear, b ut we fear tha t it reason­
ably may be construed to deny the Commission the power to  set an 
incentive per diem rate, which is designed not merely to afford 
reasonable compensation, but  to accomplish regula tory objectives.

Mr. Younger. Yes; b ut th at ’s jus t your own decision. This has 
been running along for a long time. And you haven’t tested it out, 
you haven’t done anything  about i t to find out if tha t was the decision 
of the court or to test it.

Now, as I understand, there are a lot of opinions on the side tha t 
the court had no intention of saying that you didn ’t have a r ight  to 
fix a per diem rental  rate,  as long as it wasn’t a penalty rate.

It  could be as high as you wanted to fix, if you made the proper 
case for it. And the thing tha t I can’t understand is tha t if the  ICC
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and the Comptroller of the Currency and the Commerce Departme nt 
and every depar tment  of the Government recommends this kind of 
legislation, then why can’t you make a case for it?

Why do you have to come back to us? Th at’s the thing that  I 
can’t understand.

Mr. Webb. Because we think tha t we are confronted by a court 
decision which holds tha t we do not possess the authority under the 
act.

Mr. Younger. No; they didn’t say tha t. Now if I am informed 
properly, and I think  I am, the court merely said tha t you had n’t 
made a sufficient case for an increase on a per diem basis. It  didn’t 
say tha t you didn’t have the auth ority on t ha t side. They said you 
couldn’t fix a ra te on the basis of penalty .

Mr. Webb. Well, the court bottomed its opinion on two grounds, 
really. They said first our order was not supported by adequate 
findings.

Second, as I read the opinion, it said that  we may not use our 
authority  to prescribe per diem rates to accomplish regida tory 
objectives.

Mr. Rogers of Texas. Would the gentleman yield to me?
Mr. Younger. Yes.
Mr. R ogers of Texas. Mr. Webb, with regard to the recent order 

tha t you issued, now what procedures of enforcement do you have 
for those?

Mr. Webb. The orders to which I referred, Mr. Chairman, are 
issued under paragraph 15 of section 1. These are emergency car 
service rules and orders which we may issue when there is an emer­
gency, w ithout  any hearing.

Mr. R ogers of Texas. Suppose the road says, “Well, we are not 
going to do this” ?

Mr. Webb. Well, paragraph 17 of section 1 of the act does provide 
for penalties. We are authorized to proceed against those who 
violate our orders, and the penalty  is not  less than  $100, nor more 
than $500 for each offense, and $50 for each and every day of the 
continuation  of the offense.

So, if the emergency car service orders are violated, we may proceed 
agains t the carriers in court.

Mr. R ogers of Texas. I thank the gentleman.
Mr. Younger?
Mr. Younger. I am very glad, Mr. Webb, to hear you say that 

that is the amendm ent to 14(a) instead of 14(b). It  might have been 
far more controversial.

One other thing tha t is hard for me to understand, where this is 
considered such a vital  issue, and the information that you say you 
could obtain by hearings, and this goes back a long time over all these 
years—I think  it is 3 years ago we had these hearings—why hasn’t 
the ICC proceeded under their own authority to hold hearings?

The court didn ’t say t ha t you couldn’t hold hearings and to develop 
all of these facts, before you come to us for the  legislation. Now why 
hasn’t th at been done?

Mr. Webb. Well, we inst itute d this comprehensive investigation, 
as I pointed out, Congressman Younger, in December of 1963. We 
felt tha t we needed it, in view of th e fact tha t the car shortages were
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growing progressively worse, and we also apprecia ted tha t if legislation 
such as we proposed were enacted, th at the information would be most 
valuable in carrying out our responsibilities under the legislation tha t 
we seek.

Mr. Younger. I agree with you, but that  is clear back in December 
1963 and you recognized then tha t you ought to develop all of these 
facts which you mention in your testimony here of preparing a case, 
so tha t you could go to the courts or to anybody with a substantial 
amount of evidence, supporting your views, we come up here now, we 
do not  have the evidence, and you say now we have to  have a hearing 
again, probably  las ting and continuing for another year or so, and if 
the problem—and it is no different now than it was a year ago, and 
it is no different a year ago than  it was 3 years ago—if it  is tha t im­
porta nt, I can’t understand why, on your own initiat ive, the ICC 
hasn’t proceeded with these hearings to develop all the facts tha t 
you say now you would develop if thi s bill were passed and you would 
hold hearings, because you have had the auth ority  to hold hearings 
all the  time.

Mr. Webb. Well, as I say, we are proceeding with our invest igation 
to develop more detailed information.

Mr. Younger. Well, tha t was in 1963. We are now closing 1965. 
Th at’s closing the gap to December 1965 shortly, and we still do not 
have the facts  which you say you have  to develop if you were granted 
the authority  and held new hearings.

Th at’s the thing tha t I can’t understand.
Th at’s all, Mr. Chairman.
Mr. Harris (presiding). Mr. Pickle?
Mr. P ickle. Mr. Chairman, you say  tha t the problem comes about 

because of an inadequate car ownership, and then failure to utilize 
existing equipment efficiently, and  you go on to say that  though you 
have established certain car service rules, there is a basic weakness 
in it  because of the lack of authority.

How do we, the Congress, need to give auth ority  to enforce these 
car service rules, or do you have a law within your own ICC regulation 
tha t would permit you to enforce these car service rules?

Can you enforce them? It  seems to me like tha t would come nearer 
settling it than even the per diem approach, if you require  the  carriers 
to move these cars at a regular schedule.

Mr. Webb. Well, we have, we think, sufficient authority  with 
respect to car service rules, Congressman Pickle. Bu t the problem 
there is th at while we can redist ribute  the available car supply, there 
is an overall shortage which we think is a basic and a chronic problem.

Mr. P ickle. Well, perhaps the overall shortage is something tha t 
you still must try  to find an answer for, but it seems to me th at from 
the immediate s tandpoint, if you would just p ut some teeth  into what 
regulations you have, requiring these cars to move at  regular schedules, 
it would help you more than any other  one factor.

The thing tha t comes back to me is th at if we do give you the right 
to increase these per diem ra tes, we might get some more cars, but 
what assurance do you have that the carriers, the railroads  themselves, 
will get into the ownership field? I would think, human natu re being 
what i t is, tha t the railroads have already found out that it would be 
cheaper to r ent than it would be to buy, the increased per diem is just
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simply going to go to the renta l people, and not  to the railroads, and 
I can’t see how the railroads are going to build any cars.

What assurance, or do you feel that you have assurance that  they 
will get into the ownership business?

Mr. Webb . We thin k tha t they would respond to the incentive 
because it would then be less attractive to ren t cars than  it is today, 
and those carriers which do have adequate car ownership would be 
encouraged, I think, to build even more cam.

Mr. P ickle. Of course, it may develop tha t way. I have got a 
feeling it  won’t. I have got a feeling all it will do is just mean the 
people in the rental  service are just going to get tha t much more for it, 
and you are still going to have the same problem with movement, 
and even availabil ity.

Mr. Webb. Well, the lessors, those in the ren tal service, are the 
railroads, by and large.

Mr. P ickle . One and  the same?
Mr. Webb. Yes, sir.
Mr. Pickle . Jus t set up different entities, different companies?
Mr. Webb. No; there are some private car lines, but by far the 

grea t majority of railroad cars are owned by the railroads . So, they 
are in the position of both renting  freight cars and leasing freight cars 
to each other.

Mr. P ickle. Now, I raised the question earlier with Senator 
Magnuson, with respect to the  tan k car, primarily , rail ta nk car carriers 
of petroleum products. Is there a shortage in this particular field?

Mr. Webb. I don’t believe so, but I would like to have Director 
Pfahler comment on tha t, Congressman.

Mr. P fahler. I am no t aware of any. Railroads generally do not 
hold themselves out to supply tank cars to shippers, and tank  cars 
for the most par t are owned eithe r by priva te car companies, or by 
the people who are doing the shipping, like Shell Oil, or somebody like 
tha t.

We have  had no cases recently come to our attention where people 
have been upset about lack of tank  car  supply.

Mr. P ickle. Is most of this hauled by truck?
Mr. Pfahler. No; there is considerable rail shipment. Of course, 

the largest quanti ties of petroleum products, I presume, would go by 
pipeline, but for going into areas where there are no pipelines, or to 
distribute it from pipeline sources, why i t goes by both ra il and truck.

Also, a large chemical shipment by tank car.
Mr. P ickle. Of course, if it goes by pipeline, it will go from a 

distribu tion point to another distribut ion point, from which point  
there has got to be fur ther distribution.

Mr. P fahler. Th at ’s right.
Mr. P ickle. That will, of course, cure par t of the problem, but not 

all of it. I am advised tha t the tank carriers, the cars that were in 
existence 20 or 30 years ago, which consisted of 8,000-to 10,000-gallon 
tanks have more or less gone out of existence, they are going into 
the larger tank, but still the other  gallonage capacity  had been ma­
terially reduced so th at there still is a deficiency. I wish you to check 
on th at.

Please see if there is a shortage, because in times of a national 
emergency, we will have to be able to move petroleum products  even 
more importantly than wood or even grain.
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Now is this shortage of cars, is this a seasonal shortage, or is this 
jus t a year-round shortage?

Mr. Webb. The shortage exists sometimes throughout the entire 
year at various places, and on various types of equipment. The 
shortages of cars have become more  severe in recent years , and in the 
Far West, they have been persistent, throughout this entire year.

Mr. P ickle. I believe one of the Congressmen who testified 
earlier said tha t each fall, there will be a hue and cry of “where are 
our boxcars?” And this seemed rather  unusual to me, tha t you 
would be cutting timber all together in the summer. I am no t familiar 
with the Northwest, but it looked like to me you could cut  a tree down 
in Feb ruary  as well as you could in November.

Mr. Webb. Well, the most severe shortages, of course, are usually 
occurring right after harvest time. But the lumber shippers in the West, 
I know, have been plagued throughout this year by car shortages.

Mr. P ickle. I was very impressed by one of the gentlemen’s 
statements. He said, if I understood him, tha t 85 percent of his 
products were shipped by rail. This was out  of the Midwest area, 
and tha t means, then, I assume, only 15 percent by truck.

Mr. Webb. Yes; tha t is correct. The lumber which is produced 
in the West moves predominantly to the East and to other sections 
of the country  by rail.

Mr. P ickle. The gentleman who made this statement, Mr. Chair­
man, was a grain man from Nor th Dakota,  representing an agricultura l 
State,  and this is true in tha t area also?

Mr. Webb. Yes; I am sure tha t is correct.
Mr. Pickle. Th at’s all, Mr. Chairman.
Mr. Harris. Mr. Chairman, I am sorry I wasn’t here to hear all of 

tha t which has been said. I was unavoidably detained in another 
impor tant meeting.

Let me ask you some questions on the shortage, and a little different 
way could be figured out here, I suppose, bu t to get the general picture, 
you have a table here, don’t you?

Mr. Webb. Yes, sir; there were three tables attached to my 
statement.

The Chairman. I think  they should go in the record with your 
statement, and they will be included.

(The tables referred to will be found on pp. 47-50.)
The Chairman. Now, let me ask you this question, and get it down 

to the 30-day monthly basis.
In 1964, how many cars were produced, approximately?
Mr. Webb. About 65,000, Mr. Chairman.
The Chairman. 65,000 produced, or built in 1964? How many in 

1964 were retired?
Mr. Webb. Retired  from service?
The Chairman. Yes; tha t is the word I was trying  to think  of, 

“retired from service.”
Mr. Pfahler. In the neighborhood of 80,000, 86,000, or something 

of the sort.
The Chairman. A little more than 80,000. In other words we had 

a deficit of approximate ly 21,000 cars in 1964? Is tha t r ight?
Mr. Webb. Yes, sir.
The Chairman. Per month, how many cars now are being built?
Mr. Pfahler. I would say about 72,000, about  6,000 a month.
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The Chairman. About 6,000 a month, and today, how many would 
you say are being retired  per month?

Mr. Pfahler. I would say close to 6, between 6,000 and 7,000. 
We can furnish specific data by month.

The Chairman. You may. You may furnish tha t information 
more specifically, but for the purposes of the  record, that  means tha t 
over 25 percent are being reti red a month? Is tha t right?

Mr. Pfahler. You mean 25 percent  more retired than being 
introduced?

The Chairman. Right.
Mr. Pfahler. Yes, sir.
The Chairman. That obviously can’t go on continuously.
Mr. Webb. No; that ’s quite  true.
The Chairman. Without drastic results.
Mr. Webb. Over the past  several years, we have been incurring 

a net loss of about 2,000 boxcars per month.
The Chairman. 2,000 boxcars per month.
Mr. Webb. Yes, if the computa tion is made in terms of boxcars, 

I think tha t has been about  the rate  of loss. However, there has 
been some improvement shown thus  far in 1965. Bu t we will be glad 
to supply all of those figures for the record, in the number of cars 
added to the fleet, retired, and also those on order.

(The information referred to follows:)

Freight cars delivered, retired, and ordered, 1964 a n d 1965

C ar s
del iv er ed

C ar s
re ti red

C ar s
or der ed

N ew  c ar s 
on  o rd er  1

1964
J a n u a ry  __  _ _____ ____ - ____ __ _ 5,253 7,285 10,803 37,636
F e b ru a ry ___________  ___________  __ . . 5,46 7 11,801 3,821 35̂  880
M  arc h  - _________________  ____ 6,580 8,850 7,742 36,919
A pri l __ ___  _ - - _ _____  - 6,5 29 7,671 4.24 3 34,702
M a y . ___ _  _ _ _ _ _ _  __ _ _ ________ 6,931 6,532 

7,114 
6,572 
5,867

7,18 5 33,410
Ju n e  _ __ _ __  __ _ ___  _- _ _ _ _ _ _ _ 6,75 9 4,58 4 30,621
J u ly  _______________________________________ 5,258 4,69 5 28,594
A ugust  . .  - ______ ________  - ________ 4,3 49 7,344 31,574
S ep te m b er___  __  . ____ 4,31 4 6,359

8,08 5
4,045 31,254

O ct ober  . ................  ......... - __ 5,124 6,83 0 30,4 28
N ovem ber _______ ___ - - - __ _________ 5,807 6,575 6,444 

9,823

9,4 46 
5,194

29,813 
33,067D ecem ber.  . ______________ ____ .  ____ __ 6,50 0 4,676

1965
J a n u a ry  ______________  - ___ - - - -- 6,1 30 5,968 36,365
F e b r u a r y ___  _ _____________ 6,591 4,527 34,909
M arc h  ______ ____  . .  .  _______  . . 6,144 7,057 7,831 36,491
A pri l _________________________ _____________ 6,16 4 6,87 9 4,821 35,138
M a y  ________ ______________________ ___ ___ 5,873 6,208 5,8 39

8,5 38
6,3 30

35,1 20 
36,645Ju n e  _ _ _ _ _ _ _ _ ___ ______ 6,8 08 8,676

J u ly ___________________________________________ 5,781 6,304 37,187

i A s of f ir st  o f su cc ee din g m o n th .

The Chairman. Now, our established and tradit ional  procedures 
for the railroad are to produce or by contract, build and own their 
cars?

Mr. Webb. Yes, sir.
The Chairman. You say about one and a half million, or approxi­

mately a li ttle over a million and one half total cars today?
Mr. Webb. That is correct.
The Chairman. Would you say t ha t 90 percent of those are owned 

by the railroads?
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Mr. Webb. I think tha t is about correct, Mr. Chairman. About 
98 percent of all box cars are owned by the railroads.

The Chairman. This 1.5 million are all railroad owned?
Mr. Webb. Yes; and tha t consti tutes about  98 percent of the  total  

railroad cars in the country.
The Chairman. I see. When was this per diem in effect today on a 

sliding scale established.
Mr. Webb. Tha t sliding scale was established in July  of 1964, for 

the first 6 groups of cars, and then there was a second group added 
this April.

The Chairman. Was that established on the basis, I assume, of 
the value of the car?

Mr. Webb. Yes, sir; it is on the basis of the value.
The Chairman. Tha t is by the Commission?
Mr. Webb. No; this sliding scale was established by the railroads 

operating under a section 5(a) agreement, but the Commission 
ultimately will have to pass on the justness  and reasonableness of 
these rates.

The Chairman. Did the Commission pass on the  reasonableness of 
the rates after they were establ ished by the industry?

Mr. Webb. No, si r; we have not, but  I  assume th at these ra tes will 
be considered in connection with the challenge which has been made 
against the general level of per diem rates by certain railroads.

The Chairman. There is a challenge now?
Mr. Webb. Now pending before the Commission; yes, sir.
The Chairman. Before the Commission?
Mr. Webb. Yes, sir.
The Chairman. Now you say there are two ways to meet this, 

tha t it is being under taken  now. One is to increase demurrage 
charges.

Mr. Webb. Well, that is helpful insofar as taking care of the  time 
in which cars are in the hands of shippers.

The Chairman. Prom pt loading and return.
Mr. Webb. And receivers of freight. Yes, sir; but those charges 

are not applicable to the time when the cars are being handled by 
other carriers.

The Chairman. If the cars keep rolling, or if you have prompt 
loading and unloading, and keep rolling, then it doesn’t make any 
difference what the charge is, you are not going to have any more 
cars, are you?

Mr. Webb. Well, we believe that the per diem rate can be set at 
such a level that carriers will be encouraged to build more freight cars.

The Chairman. And that  is what  vou hope to do with this legis­
lation?

Mr. Webb. Tha t is right, Mr. Chairman.
Mr. Chairman. It  will get no more cars, though,  right away.
Mr. Webb. No. It  would take  approximately  1 year for us to 

complete our proceeding on the legislation, if it were enacted. Now 
if it  produced any immediate benefit before tha t time, it would be as 
a result of the psychological impact  of the legislation on the railroads.

The Chairman. Now the  other procedure to alleviate the impact of 
car shortages is through  the issuance of service orders.

Mr. Webb. Yes; we are doing that  now, and would continue to do 
so in the future, even if this legislation were enacted.
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The Chairman. Is that  helping any tha t you can see?
Mr. Webb. Yes, we think  it does help, but it is simply distributing 

the overall shortage in the way we th ink most equitable.
The Chairman. Now in your statement, you state on page 4:
And an  increase in the  supp ly of cars  owned by railroads which ter mina te su b­

stantially more traffic than  they originate would not  necessarily improve the  car 
supp ly situ atio n, since th e abi lity  of such carrie rs to load the ir own cars and in te r­
change  service is limited .

Would you explain th at a little bit?
Mr. Webb. Yes, Mr. Chairman.
Railroads such as the Boston & Maine and New Haven find them­

selves in a difficult situation. They are terminal or stub-end lines. 
They terminate more than twice as much traffic as they originate. 
Therefore, they always have on hand a large number of the cars 
owned by other lines, which they mus t get rid of by returning them 
in the general direction of the  owners.

It  may well be that  railroads in tha t situation, even though they are 
large net per diem debtors, actual ly have an adequate supply of their 
own cars, because then- ability to use their own cars is somewhat 
limited.

They are required to use the cars of o ther lines when those cars are 
available for use.

The Chairman. Well, you say it would not necessarily improve the 
car supply, and then you immediately follow with  the statement tha t 
it  is imperative tha t ownership of such equipment be increased and 
mainta ined at a level capable of meeting the needs of the shipping 
public.

Mr. Webb. Yes; we think tha t the tota l supply of cars must  be 
increased, but we recognize th at there are some carriers which are in a 
very difficult situat ion ; and tha t was the concern of the Senate when it 
added its language to its bill, S. 109S.

The Chairman. What you are trying  to do and what  is being 
attempted is, you call it, encouraging.

Mr. Webb. Yes.
The Chairman. But it is merely to try  to force these rail roads who 

have deficits of cars to meet their needs to build to meet their  needs.
Mr. Webb. Yes; tha t is correct, and I would only add, also to 

encourage those which do not have a deficit to build cars, and also to 
receive increased rentals. I think it may be encouraging to both 
groups.

The Chairman. Well, I think there is something to it, and it ought 
to be done.

On the other hand, if you have a lot of cars tha t are constructed, 
tha t 9 months out of the year are not in use, then it seems to me a 
matter  of trying to force somebody to build cars when they  can ’t 
possibly get their  re turn  out of them.

Mr. Webb. I think tha t would be true, Mr. Chairman, but for the  
fact that  we have had an average daily shortage of cars consistently 
throughout these years, and throughout most recent years, so tha t it 
is not a ma tter  simply of utilizing an adequate supply of freight cars 
to meet certain seasonal requirements.

We have a fairly persisten t shortage throughout the entire year.
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The Chairman. How long has this study  been underway tha t you 
have reference to?

Mr. Webb. Our investigation in Ex parte No. 241 was instituted 
December 1963.

The Chairman. When are you going to  have a report?
Mr. Webb. We expect to have a report next year. I would hope, around the middle of next year.
The Chairman. Tf this additional authority  that is given to you 

should be approved, would it permit you to sta rt a program of at 
least providing an incentive, or encouragement for these cars to be constructed?

Mr. Webb. Yes, Mr. Chairman. I assure you tha t we would 
begin immediately with our investigation, with hearings, with a view 
toward finding what level of rates would be best designed to encourage car ownership.

The C hairman. Well, actually, heretofore, you have permitted  the railroad industry to virtually write its own ticket , haven’t you?
Mr. Webb. Yes, 1 think tha t is correct. And th at has been subject 

to our judgment only when the rates have been challenged as to 
whether or not they provide just  compensation to owners. But you 
are quite correct that the railroads in the first instance have in itiated these rates.

The C hairman. And the American Association of Railroads has an 
organization set up for the purpose of establishing these rates , and so forth? Is that  not true?

Mr. W ebb. Yes, that  is right.
The C hairman. And all you have done is to issue service orders and make statements on occasion about the needs, in the hope tha t 

something will be done, and this cup will pass, and it  ha sn’t, and then 
to have this investigation which you have underway, of course, when 
they are challenged, to have the proceedings before you for considera­tion, but you really have not come to grips with it heretofore.

Mr. Webb. Yes, you have indicated about the extent of our authority in this matter.
The Chairman. You think your authority is limited in view of the Palmer case?
Mr. Webb. Yes, sir; we do. We would be most reluctant to under­

take an investigation of the type tha t would be authorized by this 
legislation when we are confronted with that decision, and when over the years we have asked the Congress for legislation which the Con­gress to date  has not yet approved.

The C hairman. Mr. Chairman, thank you very much for your appearance here.
I have held you a little beyond the noon hour, but  I  wanted to get 

you off the witness stand, because I know you have other things to do.
We appreciate your appearance here and your testimony on this problem.
Mr. Webb. Thank you, Mr. Chairman.
The C hairman. And you may supply the additional information.The committee will be in recess until 2 o’clock this afternoon. We 

will come back to hear these other witnesses who are here for today.
(Whereupon, at 12:17 p.m., the hearing was recessed to reconvene at 2 o’clock the same day.)
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A FT E R N O O N  SE SSIO N

The Chairman. The committee will come to order.
I think under the circumstances  we should proceed because we do 

have several witnesses scheduled for today tha t we should hear; at 
least we can make the record on this matt er.

Tomorrow there will be an interruption and probably  we will not 
get started until a little later than 10 o’clock. I had hoped to hear 
all witnesses today and tomorrow.

In view of the circumstances, I think we should go ahead with the 
making of this  record and the next witness will be Mr. Edmund W. 
Hilton, Jr.

STATEMENTS OF EDMUND W. HILTON, JR., TRAFFIC MANAGER,
AMERICAN PLYWOOD ASSOCIATION, TACOMA, WASH.; AND
EMMET J. SMITH,  MEMBER, TRAFFIC ADVISORY COMMITTEE,
AMERICAN PLYWOOD ASSOCIATION, AND GENERAL TRAFFIC
MANAGER, EDWARD HINES LUMBER CO., CHICAGO, ILL.

Mr. H ilton. Yes, sir; my name is Edmund W. Hilton, Jr.,  and 
I am traffic manager of the American Plywood Association. 1 have 
with me today Mr. Emmet J. Smith, who is general traffic manager 
of the Edward  Hines Lumber Co., of Chicago, 111., whose firm is a 
member of the  American Plywood Association, and Mr. Smith is also 
a member of the Traffic Advisory Committee of the American 
Plywood Association.

Mr. Gus R. Hubbard is general traffic manager of the Simpson 
Timber Co., Seattle, Wash., and chairman of the American Plywood 
Association.

Unfor tunate ly, Mr. Harris, Mr. Hubbard is ill and was unable to 
make the trip. You have been supplied with a copy of Mr. Hubb ard ’s 
statement, as has Mr. Williamson.

I ask tha t at this time tha t Mr. Hubba rd’s s tatemen t be made a 
part  of the record.

The Chairman. We regret Mr. Hubbard is ill and unable to be 
with us. We are exceedingly glad to have the benefit of his presen­
tation or statement. His statement will be included in the record 
together with such other material as he wishes to provide.

Mr. H ilton. Thank you, Mr. Chairman.
Mr. Hub bard’s statement , the last  paragraph on page 1, most elo­

quently describes the position not only of Simpson Timber Co. but 
also the plywood industry, and I would like to quote that .

Our industry depends in large measure on rail  transpo rta tio n to market our 
products. Consequently,  our marketing success rest s on the  ava ilab ility  of a 
boxca r supply of a qua lity  and  quan tity sufficient to serve our needs on a timely 
basis. Tod ay this condi tion does not  exist.

That will complete the reference to Mr. Hubba rd’s testimony.
The Chairman. His entire stateme nt will be included in the record 

at  this point.
(Statement referred to follows:)
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Statement by Gus R. H ubbard, General T raffic Manager, Simpson 
T imber  Co., Seatt le, Wash.

Mr. Cha irman and  members of t he committee, my name is Gus R. Hubbard.I am chairman of the  Traffic Adviso ry Com mittee of the  American Plywood Association, a member of the Traffic Com mittee of the  California Redwood Association, and  general traffic manage r of the  Simpson  Tim ber Co., headquartered in Seatt le, Wash.
I app ear  here today in these  capacities in full suppor t of bill H.R.  7165. The American Plywood Association has sub mitted a wri tten sta tem ent in suppor t of this legislat ion, to which I fully subscribe.
Our ind ust ry is comprised of over 160 plywood pla nts  operating currently in 7 States and employing in excess of 109,000 people,  including rela ted  veneer and logging o perat ions.  Many of our pla nts  a re loca ted in small comm unities which rely almost enti rely  on the operation of these mills for the ir econimic existence. This  appl ies not  only to plywood bu t to the ent ire forest produc ts industry. The  Simpson Timber Co., for example, ope rate s 21 pla nts  at  communit ies in Californ ia, Oregon, and  Wash ington, plus  a  recent acquisit ion in South Carol ina. Each of th ese communit ies depends largely on fores t pro duc ts pla nts  for employ­ment.  At least  five of our plants  have suffered recent cur tail ment and  increased costs as a result  of car shortages.
To date our indust ry depends in large measure on rail tra nspo rta tio n to  m arket our products . Consequently, our  marketing success rests on the ava ilab ility  of a boxcar supply of a qua lity  and qu an tity sufficient to serve our needs on a time ly basis. Today thi s condition does no t exist.
Annually, since the end of World \\  ar II.  t he  n umber of boxcars in the nat ional pool has declined. As a ma tte r of fact, late st figures indicate  a decline of 14,000 serviceable owned boxcars for the  12-month period ending August 31, 1965. As a result,  today we not  only suffer severe shortages of wide and  double-door boxcars so vita l to  us bu t are faced with  periods when even single-door cars are not  available. Our plywood pla nt at Lyons, Oreg., as an example , has not been able to meet shipping schedules  for the  last 2 months due e ntirely to an inadequ ate  supp ly of ra il equipment. These shortages are increasing in frequency, seve rity , and  du ration in sp ite of our increased efficiency of car util ization. Since 1961 our indust ry has increased the  average weight of our carload  shipmen ts by 30 percent. These shortages resu lt in cur tailmen t of produc tion  and  even plant closures with , of course, rela ted loss of employmen t for our people.
Ironically, we canno t b lame  the railroads  serving  our section  of t he  cou ntry for these shortages. Conversely, figures indicate  we would have  no shortages if rail  carriers serving  us had  on the ir respective  lines a supply  of boxcars equal to the ir ownership. For example , at the  close of 1946 the Southern Pacific owned 32,200 boxcars and  at  the  end  of last year, 50,100. The  Northe rn Pacific owned 19,100 in 1946 and 20,100 in 1964. We were adv ised  by  an  officer of the  Southern  Pacific Co. only last week th at  if they could load the ir own boxcars, or the  eq uiva­lent  thereof, once every 20 days there would actual ly be a surplus of th is typ e of equipment on t hei r railroad.
This proposed  legislation will re sult  in the  only solution—more boxcars  in the  nat ional pool.
One final comm ent. Our company is one of seven , including Arcata Redwood Co., Arcata, Calif., Georgia-Pacif ic Corp., Por tland, Oreg., Miller Redwood Co., Crescen t City, Calif., Pacific Lumber Co., Scotia, Calif., Union Lumber Co., Fort Bragg, Calif., and Willits Redwood Produc ts Co., Willits, Calif., comprising the  California  Redwood Association. These companies operate a to ta l of 13 redwood p lant s employing seve ral tho usand people.  The economy of the nor thern coastal  area  of California  is substantially dep end ent  on the  redwood ind ust ry.  This indust ry is still recovering from losses, tot aling  millions, from a flood in December of 1964, the most dev asta ting  in Cali forn ia’s histo ry. This recovery is currently being seriously  hampered  by car shor tages. I have, therefore, been authorized by the  California Redwood Association to app ear  here as a member of their  traffic committee to add the ir sup port to  bill H.R . 7165.
Mr. Chairman, thi s completes our sta tem en t. Thank  you very  much.
Mr. H ilt on . Tha nk  you, sir.
At  thi s time, I will pre sen t my own st at em en t in beh alf  of the  

Am eric an Plywoo d Associat ion. Th is is the one labeled “oral  st at e­
m en t,”  sir.
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The Chairman. Very well, you may proceed.
Mr. H ilton. Mr. Chairman and members of the committee, my 

name is Edmund W. Hilton, Jr . I am traffic manager  of the American 
Plywood Association, whose member mills produce about 90 percent 
of the Nat ion’s softwood plywood. This year they will produce 
about  12.7 billion square feet.

I have submi tted a detailed report of abou t 15 pages supporting 
my industry’s reasons for favoring H.R.  7165 and related  legislation.

Rather than  read that statement now I  will confine my remarks to 
the general transporta tion situation  and try  to provide a picture of 
what it means to  my industry.

At this time I would like the 15-page sta tement to be made a part 
of the record. Yes, the one you have in your hand. I don’t want  
to read all this but I want  it in the record.

The Chairman. It  may be included in the record.
Do you also want  to include the membership roster with it?
Mr. H ilton. All of it, sir, all the enclosures.
The Chairman. You have in connection with it, I notice, certain 

information that  includes—it looks like labels and so forth. I think 
that  would be a l ittle difficult to put  in the record.

Mr. Hilton. You are referring to that which is par t of the mem­
bership record. That is just the way we prin t it. It  doesn’t have 
to be part of the record.

The Chairman. I think it would be better to just let the member­
ship roster become part of the record and the backside of i t I don’t 
thin k would necessarily add to the record.

Mr. Hilton. No, sir; it would not.
The Chairman. Now there is an advisory committee list, it will 

go in the record.
Mr. Hilton. Thank you.
The Chairman. There is a table on the production  of plywood by 

States.
Mr. H ilton. That is ra the r meaningful.
The Chairman. That is not only States in the West. I don’t see 

my Sta te of Arkansas.
Mr. H ilton. Yes, sir; in th e lower right-hand corner.
The Chairman. I guess we are not looking a t the same thing.
Mr. H ilton. Yes; you are looking a t it .
The Chairman. Oh, southern  plywood will be included in tha t?
Mr. H ilton. Yes, sir.
The Chairman. It  will be included in the record. And you have 

two maps—we will do the best we can. I think probably  both of 
these can be printed in the record. However, I am not sure tha t 
the first one, where there  are so many locations by designations, tha t 
it will be plain enough to discern what it will be after the record is 
printed, but we will do the best we can.

(Statem ent and attachments  referred to follow:)
Statement by Edmund W. Hilton, Jr., Traffic Manager of American 

Plywood Association

Mr. Chairman and members of the committee, my name is Edmund W. Hilton, 
Jr. I am traffic manager of the American Plywood Association, which has its 
headquarters in Tacoma, Wash. My background includes 6 years of employment 
by the Union Pacific, and 13 years with the association.
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The American Plywood Association is composed of some 95 firms which operate abo ut 160 p lants  in the Western and Southern State s, and  which represent in thei r total production  almos t 90 percent of the  softwood plywood produced in the United States.
The principal activi ties of the  association,  which is the largest, in terms of budget, of all those in the forest prod ucts  field, are promotion, quality  control and research. As our research has developed new uses for plywood, and broadened our markets, it also has made possible the util izat ion of new stan ds of raw ma­terial. This has made our industry the fas tes t growing of all those in the count ry, according to Federal  Reserve Board figures, and  has made it possible for our industry  to broaden both  its producing and  consuming areas, geographically. Because of the remote location of our productio n units , both from urban centers and from our markets, we rely heavi ly on rail tran spo rta tion for both our raw mate rial and  our transp ort  to market.
I am here today to add the sup port of my industry to House bill II.R . 7165 and related bills, and to explain why the  plywood indus try feels that  passage of these bills is necessary for continued hea lthy'grow th of the industry.This sta tem ent  is presented as the  unanimous view of the association’s traffic committee, made up of r epresen tatives of companies  with factories in the States of Washington, Idaho, California , Oregon, Montan a, Texas, and Arkansas. During this  year, we expect to represent  new mills now being built, as the  result of technological advances, in the  Sta tes  of Virginia, Nor th Carolina, South Carolina, Mississippi, Louisiana, Alabam a, Georgia, and Florida.The distinguished members of this  commit tee are well aware of the  general situation in regard to car supply . In a nutshell,  there simply are not enough cars, in gross terms, to satisfy the  dem ands of shippers.The shortage  is part icularly  acu te when the  shipper is located in a relatively remote area, and when his needs are for a special type of car, and a type of car th at  also has considerable util ity  to oth er shippe rs.
In the Sta te of Oregon, for instance, four cars  are loaded  for every car that  is unloaded.  Oregon originates four times as much  traffic  as i t receives. So plants in Oregon must be supplied with  cars th at  have to be returned  empty, but  which are often shunted to shippers in oth er Sta tes  long before they  complete the ir westward journey.
The needs of our indu stry  are for wide-door and  double-door boxcars. Jus t any car will not do. This is because of the size of plywood—normally panels  4 by 8 feet or longer—and because of its weight, which requires  mechanical loading, usually by forklift truck. Some panel sizes are impossible to squeeze through  a 6-foot door, so orders for such produc ts must either be turn ed down or back ordered, much to  the disgust of b oth  t he  customer and the  plant.In addition to the related problems of a shortage in gross terms and  a net shortage of usable cars, we have a third  problem  for which we are to blame, but  for which we hesita te to apologize. Our indust ry grows at  an annual rate of abo ut 14 percent. The boxcar supply, in total,  declines a t a rate  of abo ut 3 pe r­cent per year, so we are faced with the problem of t ryin g to pu t 14 percent more plywood into 3 percen t fewer cars, every year.
We have tried to take adv antage  of every  solution we felt was open to usWe have worked closely with the roads th at  serve our indu stry , anticipa ting  our needs as best we could, and exchanging inform ation useful to us both. We have even conducted  research on s hipp ing in our own laboratories.The roads have responded by build ing a substantial number of new cars, and remodeling a substan tial  number of old  ones, to  fit our needs. We have nothing but compliments for the ir policies. However, once in service, these cars d isappear eastward, w’here they are hoarded bv oth er lines th at  can easily afford the un­realistic per diem rates  now in effect. Our lines are in the frustrating position of building cars for everyone, and the n watch ing thei r own custom ers suffer. Because of our distr ibut ion pattern,  to all of the  50 States, we are continually approached by all of the cou ntry’s lines for business. But only our local lines express an y concern over our car sh ortage.
The Association of American Railroads has asked us to be pat ien t while it worked out  the problem with service orders and per diem rates  of its own. We have been pat ien t, and we have hesi tated in the  past to ask for direct  relief through  the  Government. But the  plain facts are th at  the  AAR has been com­pletely ineffectual. The car supply still dwindles, and cars built for us by our lines are st ill grabbed off by t he  same railroads t ha t refuse to  endorse a so lution by the  shipping  indu stry .
We have tried  in every possible way to  stre tch  the  supply  of cars. Average weight per car has increased since 1961 from 62,256 to 84,059 pounds in February
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1965. And  now th e figure is nearly 90,000 pounds  per ea r wh ich  is th e po in t of 
no re tu rn . In ot he r words, we sim ply  ca nn ot  load an y more ply wo od pane ls in 
cars. Th is has  increased  th e rev enue to  th e rai lroads, but  has no t inc rea sed th e  
supp ly of car s.

Th e In te rs ta te  Com merce  Com mission  has  bee n am azing ly generou s in its  
preferen tia l efforts  on ou r beh alf.  We hav e received ca r orde rs an d spec ial  
service order s ma ny  tim es,  an d the se order s have all ev iat ed  ou r prob lem s te m po ­
rar ily . But  th ey  even tua lly  expi re.

In  addi tio n, we feel we cann ot any longer ask  for  th is  spe cia l tr ea tm en t,  eve n 
thou gh  th e cars were bu ilt  by we ste rn road s for  weste rn shi ppers . I t is sim ply  
impossible to  issue effective serv ice order s un til  more car s are avail ab le,  or un til  
it beco mes  uneconomic for  a  road  to  use ot he rs ’ cars. Th e IC C is in th e posit ion  
of str etch ing a shor ter  an d shor ter  she et over a long er an d longer  bed.

Th e effec t on  our ind us try  has been to pro duce a st at e of co ns tant  crisi s. Our 
ca r sho rtages va ry  in in ten sit y,  bu t they  are  alw ays with  us.

I t  is no t ju st  th e pro ducer  who is affected.  Our who le na tio nw ide  di st rib ut io n 
chain  is involved.

In  1950 th e ave rag e hom e req uir ed only ab ou t 500 squa re  fee t of plywood.  
To day,  bec aus e of adv ances in technolo gy in ou r indu st ry  an d in home build ing , 
th e average house uses  *1x tim es as much plywood— ab ou t 2,900  sq ua re  fee t. 
Wh en we cann ot ship,  the bui lde r cann ot  bui ld with  plywood.  He  is forced  to  
wa it or switch to  o ther  ma ter ials. If we mus t ship in car s t h a t are more exp ens ive  
to  loa d a nd  un loa d, the bui lder, an d th e per son  who b uys b is house, mus t pay more.

Th ere  are fou r areas in which th e chronic shor tag e of cars affect s ou r indu st ry  
when th e shor tag e becomes more ag grav ated  th an  usual.

Fi rs t, it na tu ra lly  invo lves  th e ra te  of  s hip me nts . Wh en we produce more th an  
we can ship,  sto rag e space fills up ver y rapid ly , bec aus e of ply wo od’s bulk.

Th en  we get  the second effect , on pro duction . Th ere is no po int  in my going 
in to all th e economics of plywood man ufac tur e,  bu t it is obvious,  in an y in du st ria l 
pl an t, th a t productio n mu st be close to  ca pa ci ty  or th e pe r-un it cos t becomes 
unrea lis tically high . Whe n plan ts are  forc ed to  cu rta il beacu se of th e ca r sh or t­
age,  th ei r cos ts are  forced  u pw ard . Th e un de pe nd ab le  c ha ract er  of th e ca r supp ly 
si tu at io n has caused  th e plans for one plywoo d pl an t to  be can cel ed an d pla ns  for 
an othe r to  be ind efin itely postponed, in th e S ta te  of Washin gton  alone in th e 
las t yea r.

Th e th ird effect is the th re at or re al ity  of sh utdo wns . In  th e la st  year , mil ls 
in each  o f t he  five producing  S ta te s in th e West have been  sh ut  dow n, for  va ry ing 
per iod s, bec aus e of car sho rtages. When  prod uc tio n is sim ply  cu rta ile d,  it 
usua lly  is  possible to kee p m en working.  But  w hen  sh ipp ing mus t cease  e nt irely,  
th er e is n othing  left bu t to close a mill, wi th th e resu lti ng  loss in em ploy men t.

Since mo st plyw ood  plan ts,  an d th e logg ing op erat ions  th a t su sta in  the m, 
are loc ate d in small com mu nit ies , an y wides pre ad un em ploy men t tend s to have 
a severe  effect. In ju st  th e S ta te s of Washin gto n, Oregon, an d Ca lifo rni a, 
there are 118 small tow ns  alm os t to ta lly de pe nd en t on plywood payroll s an d 
209 ot he rs  supp or ted  by logg ing op erat ions  for  plywood prod ucers. A map  
at ta ch ed  as  a n exhibit  to  my  t es tim on y ill us trates  t hi s po int.

These  th re e pro ble ms  occ ur when we ca nn ot  get ca rs of an y kind. We hav e 
heard th e argu men t th a t ou r indu st ry  would  ha ve  pl en ty  of car s if it would  
sim ply  use th e old er box cars wi th 6-foot doo rs. Man y of them  are avail ab le,  
when th e shor tag e aff ects only  wid e-door  an d doub le- door  eq uipm en t. To day 
we ca n’t  eve n get single doo r box cars—t he y are sim ply  un av ai lable in enough 
quan ti ty  t o me et ou r dema nds.

We do use them , bec aus e we h ave no choice. Bu t we ca nn ot  use man y of th em .
Re su lts  of a stud y conduc ted  by th e associa tio n in Feb ru ary 1965, on the 

pa tte rn  exp eri enc ed by 50 repr esen ta tiv e mill s showed  th a t,  on the  ave rag e, 
mills  are rec eiv ing  on ly 50 to  60 peroen t of th e wid e- an d doub le-door cars th a t 
are orde red.  The pe rcen tag e var ies  from pl an ts  loc ate d a t po in ts whe re two  or  
more road s comp ete  for  bus iness,  where close to  100 pe rcen t of wide-doo r car s 
are supplied, to  plan ts  ca pt ive on a bran ch  line of a sing le ra ilr oa d.  These  more 
iso lat ed  pl an ts  rece ive ab ou t 25 pe rcen t of th e ty pe  of ca r th ey  o rder .

The ne t re su lt is to ei th er  red uce th e profi t of  th e m an uf ac tu re r or  el im ina te 
it en tir ely,  or  to increase th e price to th e di st ribu to r an d,  ul tim ately,  to th e 
con sum er.

Th e average cost of loa din g a th ou sa nd  squa re  fee t of plywood (%-inch basis) 
in to a car with  a door 9 fe et wide  or wider  is 54 cents ; loa din g th ro ug h an  8-foo t 
single door  sends  th e a verag e c os t u p 16 cents  pe r tho us an d;  a 6-foot door increas es 
th e cost 31 ce nts  per thou sa nd , to  85 cen ts.

In  othe r words, since  the  average car  co ntain s ab ou t 80,000 squa re fee t (%-inch 
basis) when it  leaves  the mill, it  cos ts an  ad di tio na l $13 to  load th ro ug h an  8-fo ot
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door, and $25 to load through  a 6-foot door. However,  the  averages don’t paint a tr ue picture .
The increase in costs for a 6-foot door var y from $5 to $45, depending on the  facilities available to the  loading crew. Since it  is t he  la rger plan ts th at  a re best equipped, the  smaller plants, which also are  less at tra ct ive as freight custom ers tha n the  larger producers, are penal ized disp roportiona tely .The buye r of a car of plywood has an even  worse problem. The unloading cost pena lty, when the  shipper must tak e a car  with a 6-foot door, ranges from $15 per car to $190.
At the customer end, the  unloading  costs for  single doors are greater  tha n the mill costs of loading because specialized e quipm ent and  skills, developed in large- volume shipping departm ents , enable  the  mills  to  reduce the ir costs. Obviously, this is no t possible for the  average lum ber  dea ler or other consignee.Often, these extra costs are  levied again st the mill, in the  form of deductions  from his invoice. In other cases, ship men ts are  quo ted  on the basis of the avai l­able car supply. Sheathing, for instance, is quoted at  a price generally $2 per thousand  below the no rmal ra te  for sh ipm ents to  be made in  cars with 6-foot doors. This amounts  to abo ut $150 per car in los t revenu e to the  plan t.In an admittedly extrem e example, where a plant migh t face the  maximum loading cost ($45 extra) and  the  max imum chargeback ($190), the  tot al extra cost to the shipper would be abo ut 5 p erc ent of the  tota l value of the shipment, or more than  twice as much as the  profit the prod ucer could expect from the whole transaction. Few plan ts can make a prof it of 2 percent on half thei r shipments and take  a loss of 3 perc ent on the  othe r half, which is a very real—though theoretic al—possibil ity.
I am using the most extreme example I can, and still make use of the figures that  we are  dealing with toda y. However, the  figures are correct , and  it is not unreasonable to expect th at  t odav’s f ear  can become tomorrow’s reality.We feel that  we have done all we can. We have waited  for the railroads to develop their  own solution. We hav e loaded cars to the ir absolute capacity. We feel th at  the ICC has done all it can, and we feel th at  the Congress has been most understanding in holding back  on regulat ing this  problem, in answer to protes ts against regulation from the rail roads. But we feel now that  we may have waited too long.
Our industry is curren tly in the grip  of a severe boxcar shortage that  has been with us for more tha n 6 m onths. There  is no relief in sight, and we can see no alternat ive to action  by the Congress. We are working with wate r shipping lines and with  trucking firms to t ry  to  come up  with alte rna tive s to  rail transp orta­tion, and we feel th at  we will enjoy some success. But we presently ship 90 per ­cent of our production  by rail, and I am sure th at  t he  percen tage will remain  the  same for the foreseeable future.
In the  last month , we have had a t least  two complete  shutdowns of mills because of a boxcar shortage, and we have  had  many  production  cutbacks. Even so, as an indu stry , we are  prod ucin g more plywood tha n we can ship  almost every week.
We need more boxcars.
We strongly feel th at  House bill H. R.  7165 and  rela ted  bills, offers the best available solution to provid ing a permane nt and equi table  solution to the  boxcar shortage. It  would provide for a fair  ren tal to owning lines, and would not  undu ly penalize lines t ha t use cars they  have not built.However, the penalty would be sub stantial enough to discourage the hoarding of boxcars and, conversely, would encourage the  cons truct ion of new cars. The net  effect  would be more cars, for us and  for all shippers.In  closing, I wish to express the sincere apprecia tion of my industry  to this  committee for having given us the opp ortuni ty to be heard,  and for pas t efforts by members of this comm ittee,  especially  to the chairman,  in finding ways for us t o obtain cars during the  periods of worst shortage.Thank you, Mr. Chai rman .

A m er ic a n  P lyw’ood  A sso c ia tio n  M e m b e r s h ip  R o st er , Octo ber  19 65
Agnew Plywood, Gran ts Pass, Oreg.; sales manager, Larry St. Onge.American Forest Prod ucts  Corp ., Amador-Calaveras Division, Martell, Calif.;general manager , Jo hn T. Ru shton; sales, T arter, Webster & Johnson, Stockton,Calif.
Anacortes Veneer, Inc., Anacortes, Wash.; general manager, John H. Martinson; sales manager, Thomas Martin .
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Angelina Plywood Co., Keltys, Tex.; president, E. L. Kurth, J r.;  general manager, 
K. Iloseid.

Astoria Plywood Corp., Astoria, Oreg.; general manager, Elmer Brown.
Bate Plywood Co., Inc., Merlin, Oreg.; president, John L. Bate;  western sales,

R. A. Reyneke.
Bingen Plywood Co., Bingen, Wash.; manager, W. E. Stevenson; sales manager, 

Glenn Lee.
Bohemia Lumber Co., Inc., Culp Creek, Oreg.; president, L. L. Stewart; sales 

manager, S. E. Pittman.
Boise Cascade Corp., Boise, Idaho; general sales manager, lumber and plywood, 

E. A. Stamm; Portland; vice president, Timber & Wood Products Division,
S. B. Moser, Yakima, Wash.; vice president, Eastern Timber Division, George 
V. lljor t, Boise; plants: Valsetz, Elgin, and Independence, Oreg.; Yakima, 
Wash.; Payette, Idaho.

Brand-S Plywood Corp., Albany, Oreg.; production manager, Fred Darby. 
Brookings Plywood Corp., Brookings, Oreg.; president, E. R. Olson; vice president, 

Neil J. Martin; general manager, Donald G. Baxter.
Buffelen Woodworking Co., Tacoma, Wash.; president, R. C. Fuhrman; general 

manager, Peter DeFotis.
Cabax Mills, Plywood Division, Eugene, Oreg.; president, Donald R. Barker; 

sales manager, Mrs. Mildred Malsen.
Camac Veneer, Inc., Eugene, Oreg.; president, L. C. Nelson.
Carlson Hardwoods, Sonoma, Calif.; owner, R. O. Carlson.
Centralia Plywood, Inc., Centralia, Wash.; general manager, John Waters; sales 

manager, Ted Kline.
Cloverdale Plywood Co., Cloverdale, Calif.; general manager, Richard Ranft.  
Coos Head Timber Co., Coos Bay, Oreg.; president, F. Willis Smith; sales m an­

ager, II. A. Page.
Crown Zellerbach Corp., Northwest  Lumber and Plywood Division, St. Helens, 

Oreg.; general manager, W. E. Koch, Jr. (Portl and);  sales manager, D.H. 
Pinkerton; plant : St. Helens, Oreg.

D L Veneer & Plywood Co., McMinnville, Oreg.; president and general manager, 
Lowell Sexton.

A. DeWeese Lumber Co., Inc., Philadelphia,  Miss.; president, Tom DeWeese; 
general manager, Richard C. Allen; sales manager, Hugh Thomasson.

Drain Plywood Co., Drain, Oreg.; general manager, Harold Woolley; p lan t man­
ager, Alvin Fields.

Dwyer Lumber & Plywood Co., Division of Publishers’ Paper Co., Portl and, 
Oreg.; general manager, Thomas L. Bentley; general sales manager, William 
McCoy.

Elma Plywood Corp., Elma, Wash.; president, Lester O. Thompson; general 
manager and sales manager, Henry Hoffman.

Evans Products Co., Building Materials Division, Portland,  Oreg.; vice pres ident 
and general manager, G. P. Oldham; director of sales, Clark Johnson;  plan ts: 
Roseburg, Oreg.; Hoquiam and Aberdeen, Wash.

Everett  Plywood Corp., Evere tt, Wash.; general manager, Charles A. Merchan t; 
sales manager, Donald Van.

Farwest Plywood Co., Tacoma, Wash.; presiden t and general manager, George 
Baum.

Fir-P ly Co., White City, Oreg.; general manager, A. B. McGuire.
Forrest Industries , lac. , Dillard, Oreg.; pres ident, W. F. Forres t; vice president 

and general manager, R. G. DeMoisy.
Fort Vancouver Plywood Co., Vancouver, Wash.; general manager, V. A. Nyman. 
Georgia-Pacific Corp., Portland, Oreg.; Executive vice president, W. H. Hunt; 

vice president, F. V. Langfitt, Jr. Plants:  Olympia, Wash.; Coos Bay, Coquille, 
Springfield, and  Toledo, Oreg.; Fordyce and Crossett, Ark.

Giustina Bros. Lumber & Plywood Co.; Eugene, Oreg.; vice president, E. V. 
Giustina; marketing manager, H. E. Sanderson.

Glendale Plvwood Co., Inc., Glendale, Oreg.; vice pres ident and general manager,
T. H. Mehl, Jr.

Hardel Mutual  Plywood Corp., Olympia, Wash.; manager, James Kline. 
Edward Hines Lumber Co., Chicago, I ll. ; sales manager, Richard Larsen. Plan ts:

Westfir and Hines, Oreg.; general manager, Paul Ehinger, Westfir, Oreg.
Hult Lumber & Plywood Co., Junct ion City, Oreg.; president, N. B. Hul t; sale 

manager, A. E. Wall.
Idaho Veneer Co.; Post Falls, Idaho; president, L. A. Malloy; general manager, 

John F. Gregor.
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Intern ational Pape r Co.; Long-Bell Division, Kansas City, Mo.; Longview, Wash.; general manager, wes tern  operations, Eliot II. Jenkins, Longview; gen­eral sales manager, C. E. Miller, Kansas City. Plan ts: Chelatchie  Prairie, Wash.; Gardiner and  Vaughn, Oreg.; Weed, Calif.Jefferson Plywood Co.; Madras, Oreg.; general manager, J. Pershing Andrews; sales manager, O. B. Williams.
Kirby Lumber Corp., Hous ton, Tex.; vice president, Thomas M. Orth ; sales manager, Watson Frick. Pla nt:  Silsbee, Tex.Lacey Plywood Co., Inc., Lacey, Wash.; general and sales manager, T. F. Good- son.
Lane Plywood, Inc., Eugene, Oreg.; general manager and sales manager, Miles S. Munson.
Leading Plywood Co.; Corvalli s, Oreg.; assis tant general manager, Harley G. Willis. Plants : Benton and  Corvallis, Oreg.; sales, G. S. Robinson, Corvallis, Oreg.
Lindroth Timber Prod ucts , Plywood Division, Cloverdale, Calif.; general manager, A. T.  Nelson, sales manager , Wayne Humphrey.Linn ton Plywood Associat ion, Port land , Oreg., president and general manager J. G. Thomas.
Lorenz Lumber Co., Burney, Calif.; general manager, Glenn Lorenz.The Mar tin Bros. Co nta iner and Timber Products, Inc., Oakland, Oreg.; president, D. J.  Mar tin, Toledo, Ohio; vice president and general manager, B. L. Mart in, Oregon Division; sales manager,  L. L. Herm, Toledo, Ohio.Medford Corp., Medford, Oreg., president and general manager, R. J. Hogue, sales manager, Ed Nave .
Medford Veneer & Plywood Corp., White City, Oreg., president, Paul Rail; general manager, Oliver  Latvala .
Menasha Corp., Plywood and Lumber Division, Nor th Bend, Oreg.; general manager, Homer Whi te; sales manager, Frederic Page.Milwaukie  Plywood Corp., Milwaukie, Oreg.; general manager, Miles Peterson; sales manager, Andrew McAllister.
Montezum a Plywood Co., Cortez,  Colo.; president and general manager, Dwight C. Wood.
Mount  Bake r Plywood, Inc., Bellingham, Wash.; president, J. A. Johnson; general manager and  sales manager , Lewis F. Dean.Multnomah Plywood Corp ., Port land , Oreg.; general manager, James O. Green; sales manager, A. J.  Boho.
Nat iona l Plywood, Inc., Roseburg,  Oreg.; president , A. J. Standley .Nordic Plywood, Inc., Sutherline, Oreg.; general manager, J. R. Adams; salesmanager, Richard Beilis.
North Pacific Plywood, Inc., Tacoma, Wash.; general manager, E. W. Maw. Nor thern California Plywood, Inc., Crescent  City, Calif.; general manager,Frank R. Hendricks.
Oregon Veneer Co. (Divis ion Russeks, 5th Ave., Inc.), White City, Oreg.; general manager , A. B. McGuire.
Orleans Veneer & Lumber Co., Arcata , Calif.; president , Abraham Rochlin; vice president and general  manager, Larry Rochlin; sales manager , E. W. S trauser.The  Pacific Lumber Co., San Francisco, Calif.; executive vice president, E. M. Carpenter, Scotia;  vice pres ident—sales, Robert Hoover, San Francisco. Plant:  Scotia, Calif.
Peninsula Plywood Corp. , Port Angeles, Wash.; executive vice president and general manager, F. M. Thomson; sales manager, Herrick Fox.Plum Creek Lumber Co., Columbia Falls, Mont.;  president and general manager, Laurence O. Rude.
Pope <fc Talbot , Inc., Port land , Oreg.j general manager, Frank McPherson; sales manager, Calvin  Cox. Plant: Kalama, Wash.Puge t Sound Plywood, Inc., Tacoma, Wash.; general manager , Lawrence M. Hale ; sales manager, Ray Johnson.
Rosboro Lumber Co., Springfield, Oreg; general manager, Paul B. Cole; sales manager, Val Gardner.
St. Maries Plywood Co., St. Maries, Idaho;  general manager , J. M. Richards. St. Regis Pape r Co., Tacoma, Wash.; vice president, W. R. Haselton;  manager of marketing , C. L. Morey: general sales manager, R. P. Neils. Plants:  J. Neils Opera tions—Libbv, Mont .; Plywood and Door Operat ions—Tacom aand Olympia , Wash.
Santiam  Lumber Co., Port land, Oreg.; president. C. H. Wheeler; sales manager, R. H.  Davis, Sweet Home, Oreg. Plan ts: Sweet Horne, Oreg.; Lebanon, Oreg.Sant iam Southern Co., Ruston, La; president, Samuel E. Wheeler; sales man­ager, R. H. Davis, Sweet Home, Oreg.
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Scotch Plyw ood Co., Fu lto n,  Ala.;  pres ide nt,  Will iam Har riga n;  general ma nage r, 

Jo hn  O. Ba tson.
Sim pso n Ti mbe r Co.,  Se att le,  Wash. ; pre sid en t, C. H. Bacon,  Jr .;  sale s man ­

ager, R. H. Fle tcher.  Plant s:  S hel ton , Mc Cle ary  and  Olym pia , W ash. ; Al bany  
and  Lyo ns,  Oreg.; Eu reka , Cal if.

So uth ern Oregon Plywoo d, Inc.,  G ra nt s Pass, Oreg.; pr es ide nt,  WT. H. Gon ye a; 
executive  vice pres ide nt an d general  ma nag er,  R. G. Dav is.

So uth ern Pin e Ply wood Co.,  Dib oll,  Te x.;  pre sid en t, A rthu r Temp le,  Jr .;  pl an t 
ma nager, Stacy Cook e.

Stand ar d Vene er & Timb er  Co., Crescent Ci ty,  Calif. ; general  man ag er  an d 
sale s ma nag er,  Clifford Kiri.

Ste venso n Co-Ply, Inc ., Ste venso n, Wash.;  presi dent,  Le ste r Jo hn so n;  gen era l 
ma nager, Clifford T al bo t; sa les ma na ge r, Ro be rt Barnes .

Ti llamo ok Vene er Co., Til lam ook , Ore g.;  pres ide nt,  Walt er  Pu rcell ; gen era l 
ma nager, Bu rtc h No nte ith .

Timbe r Pr od uc ts Co., Medford, Ore g.;  resid en t ma nag er,  R. K.  Ho od ; sales 
ma nag er,  R. G. Dick inson.

T ri -S ta te  Plyw ood  Co., Sa nta Cl ara, Ca lif .; general  ma nag er,  A. B. Bu rd ick;  
sale s manag er,  John  A. Becks trom.

Un ite d St at es  Plyw ood  Corp., New York, N. Y .; pre sid en t, G. C. Brewer;  vice 
pres iden t an d gen era l manag er,  Marshall  R. Lee per , Eugen e. Plant s:  Se at tle , 
Wash.;  Eug ene , Lebanon, Map let on , Re edspor t, Roseburg , Gold Beach an d 
Wi llam ina . Oreg.; Redding  and  Eu reka , Ca lif .; Polson, Mo nt.

Va ncouver  Plyw ood Co., Inc .. Va nc ou ve r, Wash.;  executive  vice pr es iden t, 
D. 1. Plu mm er,  Jr ., vice pre sident, marke tin g,  Da vid  Diffo rd. P la nts : Oa kdale  
and Flo rien , La. ; gen era l manag er, Harold Hal l, Flo rien , La.

Va n-Ev an Co., Missoula, M ont. ; gen era l ma nage r, Leo K. Cumm ins .
We st Co ast Plywoo d Co., Aberdeen , Wash. ; pres iden t an d gene ral  ma nage r, 

A.R . Wue st;  sales  ma nager. E. D. Egge.
We stern St at es  Plywoo d, Po rt Orford,  Oreg.; general  ma nag er,  C. L. Lind qu ist . 
We yerhaeuser Co., Tacoma , Wa sh. ; vice pr es iden t, ma nager wood  pr od uc ts,

F. Low ry W ya tt ; vice pre sident, wood pr od uc ts  sales, J.  C. Wall enstrom . 
Pl an ts : Lon gvie w and Sno qua lmie Fal ls,  W ashin gton ; Spr ingf ield , Nor th  Bend 
an d Co tta ge  Grove, Oreg.; Arca ta,  Ca lif .; Pl ym ou th , N.C .

Whit e Ci ty Plywood Co., White Cit y, Oreg.; vice pr es iden t and general  m anager.  
W. C. Sm ith , Eug ene , Oreg.

Willam ett e Na tio na l Lu mb er Co., Po rtl an d,  Oreg.; pres ide nt,  Wil liam  Sw indells ; 
sales ma nager, Ward Moore, Dallas . Oreg . P la nt : Fo ste r, Oreg.

Willam ett e Valley Lu mb er  Co., Po rtl an d,  Oreg.; pres ide nt,  Will iam Sw ind ells; 
gen era l sale s ma nag er,  Wa rd Moore ; ply wo od sales ma nag er,  Fred  Zito , 
Da llas, Oreg. Pl an t: Dallas . Oreg.

A m er ic a n  P ly woo d A sso c ia tio n  T r a ff ic  A dvis o ry  C o m m it tee

W. L. Bush, di recto r of tran sp or ta tio n,  W ey erhaeu ser Co.,  Tacoma , Wash.
V. M. Bushma n, di recto r of tr an sp or ta tio n,  Uni ted  St at es  Plywood Cor p.,  Gre en 

Ba y, Wis.
Jo hn  Kin g, weste rn traff ic ma nag er,  Georg ia-P aci fic Co rp., Po rtl an d,  Oreg.
Ge ran  Dalen ius , traf fic ma nag er,  Anaco rtes  Veneer,  Inc. , An aco rtes, Wash.
D. J.  H as te rt , traffic  ma nag er, We st Co as t Ply wo od Co. , Aberdeen , Wash. 
Russe ll J.  Hog ue, bo ard  me mber,  pres ide nt and ge ne ra l ma nager, Me dfo rd Corp. ,

Me dfo rd,  Oreg.
G. R. Hub ba rd , chair ma n,  general  traf fic ma nag er,  Sim pso n Timb er  Co., Se at tle , 

Wash.
C. A. Nel son, traf fic ma nag er,  Lu mb er  & Plyw ood Div ision, Boise Cascade Corp. , 

Boise, Idaho.
H.  B. Ny lan d, as si stan t traf fic ma nag er,  St . Regis Pa pe r Co.,  Tacoma , Wash.
S. L. Pa rk er , traf fic ma nager, th e Paci fic Lu mb er Co.,  Scoti a, Cal if.
Allen K. Pe nt til a,  di recto r of traf fic and tr an sp or ta tio n,  Evans  Prod uc ts Co. , 

Po rtl an d,  Oreg.
G. P. Reil ly, traff ic ma nager, we ste rn d ivision, In te rn at io na l Pa pe r Co., San Jos e, 

Cali f.
Emmet  J.  S mi th,  g ene ral  tra ffic  m anage r, Ed ward Hines  L um be r Co.,  C hicago , Ill . 
Vern on W. Sm ith , traf fic su pe rin tend en t, Ki rby Lu mbe r Corp. , Silsbee, Tex .
E.  W. Hi lto n, Jr ., se creta ry-tr affic  ma nager, Am eric an Ply wood Assoc iation 

Ta coma , Wash.
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The Chairman. You may proceed.
Mr. Hilton. Yes; my industry produces struc tural plywood, a basic 

building material that is an essential element in almost all construc­
tion in this country. The more than 1,300,000 homes that will be 
built this year will require more than  3,000 square feet of plywood each.

For another typical example, the new Verazzano-N arrows Bridge 
in New York required about  a million square feet during construction.

My industry has been deeply concerned about  getting  plywood 
from the mill to the construction  jobs tha t need our products. Right 
now it is usually difficult to do so. Sometimes it is impossible. 
America’s boxcar fleet is dwindling at the rate of about 3 percent 
yearly—dwindling at  a time when the rest of the economy is expanding.

In the last 12 months our indus try—and the Nation-—lost at least 
$10 million because of this transporta tion bottleneck. It cost about 
$4.2 million to use inadequa te cars which are more expensive to load 
and unload.

It  cost about  $4.5 million more to use antiquated narrow-door cars. 
It  cost about  $450,000 to store plywood tha t should have been 
shipped—and to pay damage on tha t same plywood. And producers 
lost about  $150,000 because of mill shutdowns—although that figure 
is only the loss of r eturn on capital. It would be difficult to estimate 
lost wages and lost rail revenue.

It  might be possible to simply write off those costs as an isolated 
industry problem, but  it doesn’t work tha t way. What happened 
was this: houses, schools, hospitals, and highways in America in the 
last year cost at  least $10 million more than  they should have because 
of the boxcar shortage.

The added cost delivered no value whatsoever. The $10 million 
simply paid the price this Nation must assume because its boxcar 
fleet has been allowed to decay.

And it ’s getting worse steadily . Our industry  needs about 750 
cars each day to move plywood and veneer. We are short right now 
about 100 cars a day.

In the long run, the matter  looks even more alarming and assumes 
proportions large enough to represen t a major flaw in this Nat ion’s 
transporta tion lifelines. In our indus try alone the problem becomes 
enormous when projected only a few years: By 1970 we expect to 
produce about 18 billion square feet of plywood—50 percent more than 
we are in this year. But by 1970, assuming the same decline in the 
boxcar fleet we have experienced since 1945, there will be only 510,000 
boxcars in the Nation.  There were about 750,000 boxcars in the 
fleet 20 years ago. If these two counter trends continue we simply 
will not be able to supply the building indust ry with our products.

There is no indication whatever tha t the situation will improve in 
the future  unless there is some definite action now.

President Johnson has predicted—accurately, we think—th at this 
country will have to build a second America in the next 35 years, 
erecting more buildings in tha t short time than we have in 345 years 
since the  pilgrims arrived here.

The plywood industry  is eager to participa te in this great ad­
venture . Our products are essential to the enormous and challenging 
undertaking  the President suggests.

We have mounted a multimillion-dollar research effort to develop 
building technology needed for this tremendous job. We are ready
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in tha t respect. But the new America we all like to envision simply cannot be built unless the present, increasingly critical, transporta­tion is corrected.
Last Thursday, the day I received notice of this hearing, was a typical day for our industry. One of our members, Oregon Veneer Co., White City, Oreg., informed us Thursday tha t they were closing the p lant—the firm had no cars, and none in sight. Their warehouse facilities were jammed to the doors.
Fir Ply Co., another Oregon firm, also called. That firm, too, had finished plywood stacked up to the loading dock and no boxcars. For F ir Ply i t was a m atter  of closing down for the second time within 6 months.
We also were called by Georgia-Pacific Corp. Their Springfield, Oreg., plant is 80 cars behind, the warehouse was jammed, and they were preparing to shut down.
There were others—but  Pm not going to mention them. Members of the other firms tha t are near closing down are with me today, and they will give you a firsthand  impression of what it means for a business to close—not for management reasons, but because their products can’t be moved from a loading dock.
They may also be able to tell you what a plant closing means to a community tha t depends on plywood to buy bread and butte r.
We are in favor of H.R.  7165 because it is a step toward a solution to those problems. It  is intended to encourage nonowning roads to build new cars. In the short run, it can encourage nonowning roads to return cars to the western roads which serve our industry and which are carrying out a realistic car-building program.
We have heard some arguments against this proposed legislation from roads which can produce statis tics to show th at we aren’t really short of cars in the West at all. Those statist ics do not explain the clear fact tha t we are sending more boxcars to the junk  heap than we are building. In 1964, for example, the  net loss in the available supply was 1,600 cars each month, and it is running even greater this  year.Finally, those stray sta tistic s—although they may seem to diminish the importance of this nationa l problem and suggest that  legislation is not needed—do not answer the highly pertinent  question from the producer who has to close his mill because, in fact, the boxcars are not  there.
That is the end of my statement, Mr. Chairman.  Thank you very much.
The Chairman. Mr. Smith, would you care to proceed?Mr. Smith. I will, with your  permission, sir.
The Chairman. Very well.
Mr. Smith. I have two statements. The one that has the letterhead cover and three pages I would like to read. There may be some questions or clarification the committee might have.
The other statem ent, consisting of five pages, has a number of statistics  tha t have been repeated  and put  into this record by Chair­man Magnuson of the Senate Commerce Committee and Chairman Webb of the ICC re the decline in freight car capacity  and would just take up additional time but I would like to  have this sheet made par t of the record.
The Chairman. Let it be included in the record along with your statement.
(Statement referred to follows:)
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Statement of E mmet J. Smith, General Traffic  Manager, Edward Hines  

Lumber Co., Chicago, II I.
My name is Em met J. Smith. I am general traffic manager  of the Edw ard 

Hines Lum ber  Co., with offices at  200 South Michigan Avenue, Chicago, Ill. 
We are manufacturers, wholesalers, and reta ilers of lumber, plywood and rela ted  
articles. We have  four  mills in t he  Sta te of Oregon, where we produce plywood, 
hardboard , lumber, and other wood prod ucts , mos tly from Governm ent-owned 
timber . We operate  27 r etai l lumber yards, all in the greater Chicago, Ill., ar ea. 
We have wholesale warehouses  in Illinois, Indiana, Michigan , and  Wisconsin. 
We wholesale wood products  produced by mills in all of the major lum ber  pro ­
ducing areas and  ma rke t wood produc ts (wholesale) in most consuming areas of 
the United Sta tes  of America.

We ju st have to do the  necessary to encourage th e building of more f reig ht cars. 
If, for no oth er reason, in the  inte res t of our nat ional secu rity.  The re is some­
thing  wrong with the  presen t and pas t ren tal  (per diem) charges per  car  per  day 
paid to  f reight car owners by the  nonowner r ailroads while the nonowner  is using 
the car. It  is wrong, when the  nonowner railroad  can use ano the r rai lro ad’s 
freig ht car to move tonnag e a t a car ren tal (per diem) charge  of less am ount than  
the cost of owning the  car. The freight car owner  must be paid  for furn ishin g 
the cars. Such charge should no t be less than  th e cost of owning and mainta ining 
the cars.

Test imony at  public hearing on S. 1098 bro ught to light th at  during the past 
10 ye ars the  freig ht car capacity  has been reduced 4 million tons.  The  number 
of freig ht cars has declined over 200,000 cars. While in years gone by, during 
car shor tage  periods, special rules were made and  enforced, requ iring  th e rail road s 
to  move empity cars to railroads  serving areas where the car shor tage  was most 
crit ical;  also, requiring  the  shippers to load the cars to full visible capa city . 
Such pract ices did help to allev iate the  car shor tages. We no longer have the 
possibility of loading more lumber or lumber produc ts in t he  car. This  is due to  
the railroads  publish ing incentive rat es on lumber, reduced freig ht ra tes with 
increased minimum weights ; also, dual rate s, i.e., the first weight block tak ing  
one ra te  such as 65 cents  per hundredweig ht on the first 60,000 pounds and  40 
cents on the tonnage exceeding 60,000 pounds. So, the lumber cars are now 
loaded to capacity and  no more lumber can be loaded in the  cars. The same is 
tru e of many other commodit ies (reduced rate s with  increased m inimum weights). 
Therefore, we, toda y, cannot, during car shortage periods, load more in each car 
and  th us  get  th e tonnage moved using fewer cars tha n at  p rese nt r equired for th at  
tonnage.

We are now having  a  most critic al shortage of rai lroad f reight cars, par ticu lar ly 
in the  northwe st Pacific coast area . Our mill at  Westfir, Oreg., a local poin t on 
the Southern  Pacific Railroad, about 40 miles southwest of Eugene, Oreg. is hi t 
hard each year  by  the car shortage. This mill is se t up for only  ra ilroad shipping. 
During the  pas t 5 weeks (Aug. 30 th rou gh Oct. 1, 1965) our inventory of lumber 
has gone up approximately  600,000 board feet, the equivalent of 16 carloads. 
Also, we had the  la rgest highway tru ck  shipment period  ever at  this  p lant, equiv ­
alent to ano ther eight carloads of lumber. During thi s period  we should have 
fur the r reduced a large inventory left  over from the spring car shortage, several  
hundred thousand more feet. Our shipm ents at  thi s mill are rough ly shor t 
700,000 board feet since August 30. Our plywood invento ry is up during thi s 
period.

We planned to ship approximately 1,250,000 feet more than  we were able to 
ship due to the  shortage of freig ht cars. If this car shor tage  cont inues to exist 
for ano the r 6 weeks or becomes more c ritical we certainly will have  to  cu rta il some 
of our operations  at  this mill, because, we simply won’t have room to store  the  
produc tion . In  Marc h 1965 we were experiencing a car  shor tage  and  thi s mill 
had  to store  outs ide in the  open kiln  dried , finished lumber and  plywood. Were 
it not  for good dry  wea ther  during the  week of March 15, we would have had to 
shu t down the productio n.

The re are a num ber  of explanations fo r t he  car shortage.  One most important 
fac t is the  con tinual decrease  in the  num ber  of freig ht cars avai lable  (more cars 
are being scrap ped than  new cars installed). Serviceable owned boxca rs num­
bered 563,597 on September 1, 1964 and num bered 549,206 on September 1, 1965, 
a re duc tion  of 14,391 boxcars in this la st 12-m onth  period. We know the western 
rail road s are investing millions of dolla rs in new freig ht car equipment.  We 
know the  Sou thern Pacific System has done a fine job in purc hasing new cars.
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We also know they have retired a good number of cars account such cars have 
served their usefulness. We believe the Southern Pacific and other railroads 
should take many more worn cars out of service and of course replace them with 
new cars. Our mill invested heavily in new plant and equipment to have depend­
able low-cost production to hold the prices down and to lessen the necessity for a 
large inventory. Our customers have done likewise. However, when we ship 
on time and the car is set out en route for repairs, account mechanical trouble, our 
customer blames us more than the railroads. This strains our relations with our 
customers. No matter how much the shipper improves his plant and equipment 
to produce the best possible product, and depend on that production to ship the 
orders. No matter how much the receiver of the freight improves this plant and 
equipment to hold his overhead to a minimum and to hold his inventory to a 
minimum. Neither the shipper nor the receiver get the full benefit of this fine 
plant and equipment if shipping schedules are not maintained, due to car short­
ages, or if shipments are delayed in transit account car mechanical failures.

It is more important now, than ever before, that we have ample cars at the mill. 
This comes about because of the increased cost of the standing timber; because of 
the increased cost of plant and equipment and labor processing the log into lumber, 
plywood, and related articles. We have invested heavily in new equipment at 
this mill to  produce more effeciently and to hold the costs down. However, the 
car shortages present our shipping on schedule, thus causing our inventory to rise 
substantial ly thus causing a rise in our cost (inventory cost about 1 percent per 
month). VVhen the warehouse space at the mill is filled to  capacity, the expense 
of filling orders is up sharply due to having to move material around to get at the 
stock to be shipped at that time. If our carloading tracks do not have sufficient 
cars to keep our loading crews busy all day, the efficiency of the loading crews 
goes down. The crews slow down to make the job last, so they will not have to go 
home early and lose time worked which reduces their  paychecks. In other words, 
during car-shortage periods our mill shipping costs go up considerably.

Under present car service rules and practices, it is cheaper for a railroad to pay 
the current rental charge (per diem) for using foreign line cars than it is to own 
the cars. This cannot continue, because it results in less cars each year. On 
the contrary our car supply should be increased each year to take care of the 
increased economy and in the interest of national security .

Let ’s consider an example for comparison purposes. There are a number of 
companies who lease, nationwide, passenger cars and/or highway freight 
vehicles. The rentals and/or mileage payments result in about the same cost to 
the user depending upon services furnished by the lessor. Now, just suppose, 
through some rule or regulation, the rental and/or mileage charge only produced 
revenues to cover 50 percent of the cost of furnishing the vehicles. Naturally 
the lessee would continue to lease the equipment. However, the lessor could not 
long continue to  furnish vehicles at a rental less than cost. The lessor would not 
replace the vehicles when they were worn out, nor could he pay the cost of main­
taining the vehicles in good mechanical condition. The result would be the 
vehicles would eventually no longer be available. This is what is happening to 
the railroad freight car fleet.

The same is true of railroad freight cars. The freight car owner must be paid 
for furnishing the cars, one way or another, either by being paid rent for the cars 
when the cars are on another railroad or by receiving a division of the revenue 
produced from moving freight in th e car.

We don’t know the answer to  the problem. We know the railroads are not  in 
agreement among themselves as to how the situation can or should be corrected. 
The railroads are losing ground. We users of rail transportation have no alterna­
tive except to have the Federal Government step in and find a solution to this 
very important and serious problem. We urge your taking a strong interest in 
this m atter and either by legislation or other means improve the present situation 
in the immediate future.

The C hairma n. Y ou may  proceed, now. We are ver y glad to 
have these reports about  the actu al shortage in the boxcars . The  
problem is being described and I think it is admitted to be a fact , I 
don’ t think there would be anyone to quest ion that , but we do need to 
make  a record on it .

I would also l ike to have some discussion with you gentlemen of the 
indu stry  as to how this legislation is going to relieve the problem.
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Mr. Smith. Would you like that now?
The Chairman. I am going to get this after you make your sta te­

ment. I thought I would let you make your s tatement first.
Mr. Smith. Thank you very much.
As traffic manager for the Edward Hines Lumber Co., T have been 

concerned during the past few years with the deplorable car service 
rendered by the railroads to our western mills. We have been 
particularly hurt at our western Oregon lumber and plywood mills.

The mechanization of the loading of both lumber and plywood 
requires wide-door boxcars and other modern equipment. As our 
mills must depend solely on the railroads for the shipment  of our 
products, we are unable to function when freight cars are unavailable.

At the present time this situation is critical. In spite of the 
unremitting efforts of our mill people, our inventories of both lumber 
and plywood now exceed our storage facilities.

Before leaving for Washington, I again phoned high officials of the 
Southern Pacific Railroad and called this deplorable situation to 
their attention. Judging bv past experience, the situation  may be­
come worse so tha t our mill and many companies in western Oregon 
and other part s of the country may be forced to drastically curtail 
production.

Of course, no one can deny the inadequacy of the present car 
supply. During the past  few years there has been a net decline of 
over 200,000 cars. Obsolete and unsafe equipment is being main­
tained in service.

We have repeatedly reminded our railroads of their legal responsi­
bility to render a reasonable service. We have been told tha t the 
western railroads have built more than their share of cars but  this 
equipment is not  returned to their  main line.

Whatever the reason, our industry , and particularly  our company, 
suffers a loss each year on account of the deplorable service of our 
common carriers. We are disturbed  tha t the Southern Pacific and 
other railroads oppose the remedy suggested in H.R. 7165 without  
offering any specific remedies of their own.

I had been repeated ly warned by my railroad friends tha t a most 
serious car shortage would occur this fall. What use is this warning? 
Are we solely dependent for shipment on rail transpo rtation? How are 
we going to take care of our customers?

How are we going to continue to produce our products without  
any means of shipment? We are presently  exploring our legal 
remedies. There seems to be no alternatives. Our losses are easily 
definable.

The impact upon our economy of an inadequate boxcar supply 
has been brought to your atten tion in voluminous testimony before 
this and other committees of Congress. In past years we have been 
repeatedly told tha t the supply of cars will be increased.

In the 12-month period ended September  1, 1965, there was a net 
reduction of 14,391 boxcars. Of course, such a record can only 
result in a serious shortage. We concede tha t the Southern Pacific 
system and other western carriers have substan tially increased their 
fleet of cars.

However, the overall supply of serviceable cars continues to de­
crease. We repeatedly expressed our opinion to our railroad friends
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thnl Ml long as the ownenhip of ears was unprofitable  to the railr oad 
owner. i nvestment funds would not be a ttr ac ted in sufficient am oun ts
to increase the overall supply . . . . , .

The adjustme nt of j»er diem rates , as provid ed in this  legislation, 
Men s to lx» a step in the righ t direction. However , the  shock to 
our economy, particularly in our  west coa st Sta tes,  will he so serious 
that  additio nal remedies should prob ably  lie cons idered.

We respectfully subm it th at  the common carrie r’s responsibility , 
defined in our laws, requires our  railr oads  to prov ide their shippers  a 
reasonable service.

This has been denied a large group  of western plywood and lum ber 
manufacturers on innume rable occasions dur ing the pas t few ye ars.

In conclusion, I ask this committ ee to consider  the consequences 
if other  public utilities furnished  the  same sporadic, irreg ular , and  
uncertain service to the general public solely depe nden t upon them .

Supposing you could obta in no elec trici ty for you r home and  the  
public u tility compa ny told you they were out  of g enerating cap aci ty.

Supposing also you knew th at  in place of thei r increasing  cap aci ty 
they were allowing it to decline each yea r. We are being denied an 
adequate public service.

In turn , our production,  service to our  c ustom ers, and employme nt 
are being jeopardize d. We respe ctfull y call vour att en tio n to these  
obvious facts and hope th at  a reme dy can be devised at  an earl y dat e.

Thank you very much.
If there are any questions I will be hap py to endeavo r to answ er 

them.
'l'he C hairman. Thank  you, Mr. Smith.
I don ’t think  there  is any  question but wha t the situat ion  is de­

teriorating. I don ’t thin k anyo ne could take  issue with the fac t 
that you and your  indust ry who are depen ding on the  service shou ld 
comnlain.

My great  concern, or at  leas t the  question I have is whe ther  or 
not this is just  an idea or proffer  to the industr y.

I must confess I ca n’t see ther e is much benefit to come from 
what we have  here before us as an att em pt to allev iate the situ ation.

Mr. Hilton. Our ind ust ry very strongly  feels th at  II. R.  710 5 and  
related bills offers the la'st  solution to prov iding  a per ma nen t and  
equitable solution to the boxcar shortage.

It would provide for a fair rent al to the  owning  lines and  would 
not unduly |>enalize lines th at  use cars the y have  not buil t.

However, the  pena lty would be s ubsta nti al enough  to d iscou rage the  
hoarding of boxcars and, conversely, we feel, encou rage the con stru c­
tion of new cars.

The n et effect, we feel, would be more c ars, for us and for all ship pers.
The C hairman. Th at  is wh at you are for and I do n’t blam e you. 

We have the report from the Commiss ion, as you heard this morning , 
and we have had conv ersat ions  with them  and the ir staff.  I hav e 
kept un with this matt er  for the las t several years and  pers ona lly 
urged tha t something be done both  with in the  Commission  and  wit hin  
the in d u s tr y , .w it h .the AAR and here they come up with this.

Now I (hin t behave th is  ( ’ong re ss  and I d on ’t believe the  Com mis­
sion can be given enough power and au tho rit y to arb itr ari ly set  a per  
diem on the use of cars th at would be unreason able .
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Now the courts have already interpre ted certain author ity of the 
Commission with respect to a rbi trary action, I assume you would call 
it, and said just for regulatory sake they could not do it.

Unless we get more boxcars, unless we ge t more freight cars we are 
still going to be plagued with the problem. What we want to do is 
to see if we can’t encourage somebody in the business, lo u  know 
wha t they came up with.

The eastern group, primarily, came up with, “let the Government 
do it. ”

Mr. H ilton. Our industry up unt il November of last  year has 
always relied on managerial discretion. We think this is a carrier 
problem, we work with individua l carrier managers and the American 
Association of Railroads and they know the problem.

Some of them in the West have done a marvelous job in providing 
new boxcars. Others have not. We have a situat ion in the West 
where every carrier in the coun try is out soliciting for business of 
moving plywood. We feel as long as they  want  the business they 
should contribute to moving our product by providing cars.

We have a s ituation in the West that  says you have to have three 
empties behind every load tha t goes West to s tay even and we haven’t 
got it.

Mr. Younger. Thank you, Mr. Chairm an.
In your statement you say your industry is losing $10 million a 

year?
Mr. H ilton. Yes; outright loss and there  is no excuse for it.
Mr. Younger. According to the figures they gave us this morning 

that  would mean the construction of a thousand cars. They gave the 
rate  this morning a t $10,000 a car.

Mr. H ilton. Th at figure may be a lit tle light, 700 would be a bette r 
figure.

Mr. Younger. All right, say 700 cars. It  seems to me 3 years ago 
in our hearings the packing companies gave no tes timony of shortage 
of cars—they had all their own cars—that there was any car shortage.

It  seems to me if you are having that loss every year and continu­
ing to have tha t loss, I can’t see why you don’t build your own cars.

You complain about the cars you have because of the difficulty in 
size, the  openings of the  door, why don’t you build your own cars?

Mr. H ilton. Cars are available for lease or industry could buy 
cars. For example, Pullman Standard  has a leasing subsidiary and 
American Car & Foundry in St. Louis has a leasing subsidiary; the 
type of equipment we would like would average abou t $250 a month 
on the lease basis.

The Chairman. Per car?
Mr. H ilton. Per car. The average cost each month per car on 

mileage is so great you couldn’t make any gain, only loss.
The Chairman. How much mileage?
Mr. H ilton. About 0 mills to the mile—4% to 6 mills.
Mr. Smith. I believe the mileage tariff is 7 series, probably series 

S. Now, this is published by chairman Hinch for all carriers of 
the United State s and for a common carrier car it is 6 mills per mile 
loaded or empty.  They  have other  provisions where you have 
special loading devices where they pay 4 cents per mile loaded or 
empty.
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We hav e diff eren t typ es of cars which are more  expensive , some of 
the refr igerated  cars  pa y 4^  or 5 cents  loaded or em pty .

We hav e on the bigg er cars , on the  tank  cars , where the y recent ly 
revised  the  mileage  paym en t, where  they  were pay ing  loaded or 
empty  on the car per-car-mi le- rate of 9 cen ts the y changed it to 18 
cents  per loaded mile.

The reason the y changed it  from  9 cen ts loaded or em pty to 18 
cen ts loaded is to encourage the car to be loaded in bo th dire ctio ns 
because th at  is when  the  ra ilroad mak es the ir mon ey when  they  
have tonnage in the  car  they  collec t freight charges.

Mr. Youn ger . I t seems to me if y ou  are  losing $10 million a year,  
I do n’t care  how you  figure it, you could save  $10 million, if you 
could supply a lot  of cars  for the indu str y and  they  are  good for 27 
yea rs.

Mr.  H ilton. Mr. You nge r, we could  buy  700 cars—our ave rage 
boxcar—if we buil t 700 cars wi th the $1 0 mill ion we would be luck y to 
get  10 t rips a year.

Mr. Younger . If you  could do th at , over 3 or 4 or 5 year s sav ing  
$10 million a y ear— this isn ’t new, not since 1 have been on this com ­
mit tee . I ju st use th at  as an example; Swift & Co., Cu dahy, all the  
packing  companies th at  own th ei r own cars,  none hav e been before 
the  c omm ittee  s aying they  have  a short age of cars  or th at  it has been 
expensive.

Mr. H ilt on . The ele me nt of value comes into this . Meat is a 
high-rated, high-value pr od uc t; for est  products are low value, low 
ra ted . And our indu str y,  op erat ing on the  prof it margin  it does, it is 
not feasible; it has  been investi ga ted .

One oth er thing, it is no t m an da to ry  on the  rai lroads to accept  a 
leased boxc ar for a movem ent. It  could be we would hav e a leased 
boxcar and  not be able  to  m ove  it.

Mr. Youn ger . It  would  c ut down y ou r sh ortage . By th at  ex pen di­
ture you can force the  rai lro ads to del ive r yo ur  boxcars  an d you  
wou ldn’t lose the  $10 mill ion a yea r.

Mr. H ilton . If we had a hund red  percen t wes tern  ownership  we 
wou ldn’t have a loss. Th ey  o pe rate  w ith 75 perce nt of the ir own cars  
and  th at  is the  problem.

If we h ad all the  ca rs we w ould  be in good s hap e. We a re talkin g of 
the  rail road cars  in the  West and if the y had  100 percen t on the  line 
ou r problems would be ove r.

Mr.  Younger . Tha t was the ma jor  q ues tion  I had.
The  Chairman. Mr . Rog ers?
Mr. R ogers of Texas. I had some questio ns but they have been 

asked.
The  Chairm an. In othe r words—wh at does a boxc ar cost?
Mr.  H ilt on . A nice 50-foot boxcar  with  wide doub le doors is a 

$15,000 proposit ion.
The Chairman . $15,000?
Mr. H ilt on . Right.
Th e C hairman. You say  th at  would  be 700— $10 mill ion wou ld be 

700 cars?
Mr. H ilt on . Appro xim ate ly, yes, sir.
The Chairman . Now, let us see, exploring  this  idea you do n’t 

think you would help yoursel f by pu tti ng  700 cars  into  the na tional 
car  pool because you wo uldn 't get vour cars  back?
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Mr. Hilton. It  would be a one-shot deal probably because we 
would probably never see them again.

The Chairman. If we maintain  the same procedure we have 
traditionally followed, then we have to virtual ly have a nationa l car 
pool?

Mr. H ilton. Well, we have in effect a nat ional car pool in operation 
right now in private enterprise. We have tha t, but we think it is 
insufficient. We think this bill is one way of building this up.

The Chairman. Yes, I know tha t is what  you think. What I was 
getting at was I was trying to get you to show tha t indus try here and 
there trying to add to that car pool would not relieve the situation, 
tha t is, the shipping industry.

Mr. H ilton. I think  if you will refer to page 4 of my main 15-page 
statement, the next to the last paragraph reads as follows:

We have trie d in every  possible way to stretc h the  supplies of cars. Average 
weight per car has increased since 1961 from 62,256 pound s to 84,059 pounds in 
Feb rua ry 1965.

And now the  figure is nearly 90,000 pounds per car which is the  “point of no 
re turn .” In  other words, we simply  cann ot load any  more plywood panels  in 
cars. This has increased the  reven ue to the  railro ads bu t has not  increased the 
supp ly of cars.

Back to my other point, we have done all we can, we have no cars 
to load plywood in and there is no place to go.

The Chairman. I jus t don’t believe I have ever been able to get 
through  to you what  we are trying to find out.

Mr. H ilton. I am doing iny best to answer your question.
The Chairman. Maybe so.
I do not disagree with anything  you have said with reference to 

your need and what you are trying  to  do and your own evidence, but , 
as I see it, I don’t, under traditional procedures, see where the railroad 
indus try is generally supposed to supply this service, including cars. 
I don’t see there is a nything you can do about it.

Mr. H ilton. No, sir, we can’t: it is their obligation to supply the 
equipment.

The Chairman. What 1 was trying to show a while ago is t ha t if 
your indust ry and some other  indust ry like the oil industry—it 
supplies its tank  cars and tha t worked out pre tty well, but those cars 
go from—well, they can be used only for t ha t purpose.

Mr. Younger. Will the gentleman yield?
The Chairman. Wha t 1 was trying to show, if you decided you 

were going to try to do something about it and your ind ustry  pu t in an 
order for 700 cars and some other industry for 700, all you would be 
doing would be supplying the national car pool without relieving 
your own situation.

Mr. H ilton. That is correct. That is all we would be doing.
The Chairman. Tha t, as Mr. Younger was indicat ing a moment 

ago, unless the nationa l s ituation caught up with the need, would not 
relieve your situation?

Mr. H ilton. That is correct.
Mr. Younger. One question on tha t. You say if you built  your 

own cars they would disappear and wouldn’t get them back?
Mr. H ilton. Probably not; yes, sir.
Mr. Younger. What  would be the difference if the railroad built 

the cars and they  couldn’t get them back? You still wouldn’t have the
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cars to use. What difference would there be in the railroad trying to 
get cars back and you trying  to get them back?

Mr. H ilton. All we would have done would be build 700 cars 
tha t we can have used the first time.

Beyond that—our industry is simply not going to do it; the 
economics are against  it.

Mr. Rogers of Texas. It  is very interest ing to me. If your 
association decided to go in and build 700 cars, do I unders tand the 
minute those cars went into traffic you couldn’t get them back unless 
they just happened in the o rdinary t rend of events to get back.

Can’t you make a separa te deal with the railroad and have the 
railroad when they use those cars have the  obligation of returning them to you?

Mr. H ilton. Yes, sir; b ut we have the same problem as when you 
lease them. The average car moves something like 50 miles a day. 
A car going from Tacoma moving 50 miles a day to Boston, it takes 
3 or 4 weeks to get to  Boston  and 3 or 4 weeks to get it back.

Mr. Rogers of Texas. Couldn’t you make some deal with the 
railroad tha t after  a week they would all be hauled straight back to where they were?

Mr. Hilton. You are getting into a legal poiut. I am not sure I 
can answer you. We might be getting into discrimination.

Mr. Smith. For  your benefit, I am Emmet Smith, I and my 
company have been in business for a long time. We know today, over 
the last 4 or 5 years, particularly , we have had to go to packaging on 
account of the high labor cost of loading operations.

You know the present cars we have tr ied to use are universal cars 
were we, at car door, grade and tally. We have had to package the 
lumber as it comes off the machine and sell it that way. If you want 
any of the packaged lumber you have to buy the whole package. 
Tha t is not all grades bu t a good portion of the lumber. Not the soft 
grades, but the firm items—structu ral boards and planks.

We leased over a year ago 26 new-type freight cars tha t had an 
A-frame down the center of the car where you just set the lumber on 
and chains or cables come over and tie it down and we do unload the 
car, or our customers do in an hour or hour  and a half.

We lease those cars from a company in Duluth and we have to 
guarantee this car will travel over 4,000 miles per month loaded or 
empty. This is a rebuil t car. If it  was a newly built car with 70-ton 
trucks  which mean t they  could haul up to 140,000 pounds on it, if it 
had roller bearings, I am not saying anyth ing about  cushioning the 
underframe, tha t car would cost about $20,000 and for them to put 
in their expense to main tain the car we would have to guarantee at 
least 8,000 miles a month for them to amortize the car.

We are willing to do t ha t to find out wha t is the  type of car we have 
to have to  market our product b ut we can’t supply all the cars required 
by our company, we couldn’t begin to do it, we don’t have the  money.

We think the railroads can do it bet ter getting  a two-way haul. 
We get a one-way haul, but  if we could find a load going the other way, 
we would do it . I would say our particular situat ion in Oregon, the 
west coast, we have a monopoly against us two ways. First, the ra il­
road has a monopoly on our tonnage. Second, we are cutting 100 
percent Government timber, on open bid, and everyone knows what
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happens at the appearance of our companies before forestry bodies; 
the last bid is the lowest bid, but costs go up, up, up.

We built  a new plywood plan t—it is in operation 7 years—the 
machinery  is outmoded but still has many years of use. It  doesn’t 
produce the lowest cost product,  labor has gone up.

We have to find new ways of holding costs down and we pu t in all 
new machinery. We think  if the railroads want to be modern and 
want to recoup and get more tonnage and revenue per car mile they 
have to increase their car supply and car capacity.

Mr. Rogers of Texas. You don’t want to go in competition with 
the railroads?

Mr. Smith. No; we are specialists in lumber, we have been in it  for 
years and I think we will be for a long time.

The Chairman. Now still we have not got back to the question I 
originally asked: How will this bill help?

Mr. Smith. May I answer the question?
The Chairman. Yes; if you can show the Commission where it 

has the authority  to adju st the per diem.
Mr. Smith. I th ink the adjus ting or increasing of the per diem or the 

car ren tal  over what they have now, when these hearings are concluded 
under the Ex parte 241 and the extra data the Inte rsta te Commerce 
Commission would gather  in the next 12 months, if you approve this 
bill, will go a long way toward utilizing the car-building capacity  we 
now have and will cause additional car-building capacity to be put in 
effect and for this reason: cal’s come on to your railroad, foreign line 
cars, and you now have to pay $2, $6, whatever it is, for every day tha t 
car is on your railroad.

Now if you have to pay twice tha t much but  you can buy cars 
and balance your payments with receipts and traffic is such that  you 
can go ahead and buy the cars, it is going to be cheaper for your 
company to do it.

If you don’t do i t then you are not doing justice  to your directors 
and to your stockholders and naturally  they are going to have to 
obtain more cars.

Now, if you are a ra ilroad and the traffic comes loaded onto your 
line and very little  traffic that  you originate goes off your line, you 
don’t want  to own a large car supply because the only time you can 
use it is after you have first loaded all those foreign-line cars in the 
direction of home.

You couldn’t get the rents out of your cars, your cars would be 
sitting  idle most of the year. Maybe they should do it, maybe we 
should do it in the interest of national security. I don’t know the 
answer, bu t I know something has to be done.

The Chairman. Th at kind of situation  sounds good in theory bu t 
we have practice involved here.

Mr. Smith. I think the railroads  are the ones t ha t should tell you 
what  is necessary to get more cars. They are in a b etter position to 
do it ; tha t is their business.

The Chairman. Unless the railroads generally throughout the 
count ry would agree on some uniform formula where each one would 
be contributing their share according to the amount of business done, 
tha t is the  business as originated and the business th at is terminated, 
I don’t think  this is going to get the job done a t all.
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That is my personal opinion. It may be a s tep in the right direc­
tion. I am sorry I didn’t have more time with the Chairman of the 
ICC this morning. I wondered if there was some formula tha t might 
be devised tha t would be applicable across the board by which the 
Commission could require the railroads to provide certain services 
that they are not now doing.

I know that would be a drastic requirement but  you would be getting 
something done.

Mr. Hilton. I think the Commission has that in mind. With this 
Ex parte 241 1 wouldn’t be surprised if it didn’t show origin traffic, 
overhead traffic, and terminating traffic; I think some carriers would 
undoubtedly do that .

The Chairman. The question now is the auth ority to increase the 
per diem?

Mr. H ilton. We think th at would be very important if Ex parte 241, 
if they didn’t want  to build them and the price got up high enough 
they would st art  building them.

The Chairman. I think you have got another think coming if you 
think somebody can charge something tha t is arb itra ry and unreason­
able. I don’t th ink Congress could require it.

Mr. H ilton. We think i t is a rail road’s privilege to supply boxcars 
to our business and we don’t want to go into the boxcar business.

The Chairman. 1 am n ot arguing with tha t and I think  they owe 
you tha t service. What I am looking for is some idea of how to 
accomplish it.

I have never believed and I don’t believe now you are going to meet 
the problem now by saying you have to pay more.

Who has got to pay it? The public, when it is all said and done. 
It  seems to me we ought to be trying to think of some way of getting 
the job done, a way tha t would be adequate. And the way I see i t 
some formula whereby each of the roads, taking into consideration its 
own responsibilities, should contribute to this national responsibility.

Mr. H ilton. We agree with that .
The Chairman. Unless that, is done, you are not going to solve 

your problem either.
Mr. Nelsen?
Mr. Nelsen. No, sir.
The Chairman. Mr. Watson?
Mr. Watson. No, sir.
The Chairman. Thank you very much, gentlemen.
The fact we have been arguing does not mean anything; we are just 

trying to see what would be a good formula for this problem. I think 
everybody recognizes and the railroads can take due notice tha t they 
are going to be asked how to meet the problem when it comes. Tha t 
is one reason we are making this record, and we are going to explore 
every phase of it.

Thank you very much.
Mr. Smith. Mr. Chairman,  we would be very much indebted to you 

if you would give every consideration you can and try  to find reasons 
to pass this legislation for at least a s tar t in the  right  direction and end 
the argument, tha t certain carriers put  up, that the Commission now 
has the power and they are opposed to this legislation. If they now 
have the power proposed in this legislation, then there should be no 
argument.
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The Chairman. Well, the Senator said there was no opposition.
Mr. Smith. There is opposition.
The Chairman. Mr. Mart in, I observe you are scheduled for to­

morrow and I am aware of the  tigh t schedule that you have. Under 
the circumstances would you prefer to proceed today  or would you 
prefer to wait until tomorrow as scheduled?

STATEMEN T OF ELDON MARTIN, VICE PRESIDENT AND GENERAL 
COUNSEL, BURLINGTON RAILROAD

Mr. Martin. I would prefer to wait until tomorrow because I do 
not have with me the prepared statement I wanted  to file. In fact, 
1 doubt tha t 1 should atte mpt to proceed now unless you wanted to 
give me a half hour to go get my papers. In tha t event, I could, but  
I would prefer to get star ted  tomorrow morning.

The Chairman. Well, if you would wait until tomorrow, in view 
of your preference, the committee  will adjourn  until 10:30 in the 
morning instead of 10 as originally announced because of other 
schedules some members have.

Mr. Martin. 1 might add, I certainly  intend to tell you why i t is 
this bill will get you the boxcars. I think  you will be satisfied when 
I am finished. I could give you a little  now, if you want to listen.

The Chairman. Well, I would be perfectly glad to have it because 
I may be a little l ate because of my schedule.

Mr. Martin. Let me take 5 minutes then.
The Chairman. Take 10, if you like.
Mr. Martin. My name is Eldon Mart in, and I am vice pres ident 

and general counsel of the Burlington Railroad and I speak for 23 of 
the major railroads of the United States which collectively own 
approximately 40 percent of all the freight cars in the country.

We support this legislation; tha t is, we support the House bill 
which your honor and others introduced. We have some apprehension 
about the Senate amendment b ut I will get into tha t tomorrow. The 
basic philosophy of this bill which we support is based on simple 
economics.

If you find any item in our economy under our economic system 
which is in short supply and you want more of it available, you must 
put some profit in it. This is all there is to it.

You will not get any i tem, I don’t care whether it is an automobile, 
whether it is an apar tment, whether it is a house, whatever, if you 
discourage its production.  You must make tha t production a prof­
itable investment. Tha t is the  fundamental situat ion that  underlies 
this amendment.

That is my view and the view of my constituents as to why we have 
created this transporta tion shortage. The tremendous decline in the 
boxcar situation is for the reason i t has been unprofitable, unat trac tive  
from any viewpoint, to own boxcars.

We say when you find you can ’t get your money out of an item, 
and particularly  when somebody can take it away from you without 
your consent, it is difficult to persuade people to get into it.

Tha t is why this situation has been getting worse and worse for 
years.

We say  to reverse tha t trend and get boxcars is to put some profit 
in boxcar ownership instead of making it an unattractiv e investment.
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We say, if you do, economic law will operate and you will begin to* 
get the cars.

There is an analogy in rent control during the war. You all remem­
ber what happened. When you had ren t control and the tenant  
could sit in a $200 apartment  at $100 a month rent, you know how 
much housing you got, bu t when the  war was over and renta l restric­
tions were removed, you got more housing.

There is a close analogy in tha t and the boxcar supply.
For generations you have made it impossible to make any profit 

in boxcar owning. Tha t is the essence of this bill; it is far bet ter 
tha t we should let natura l economic law operate, put  profit in car 
ownership and get the cars than it is for the Commissioner to say, 
“You, Mr. A, buy so many cars.”

I oppose that kind of legislation, I don’t think  the Government 
should have that kind of power, particu larly when it is not needed.

I will go into this philosophy a little  more tomorrow but  that  is 
why this bill will get your cars, Mr. Chairman, in my opinion.

We have had for generations a situat ion where certain railroads 
being fortuitously in cer tain positions on an inbound road where cars 
dropped in their lap, they had no incentive  to buy cars because cars 
from other roads were passing their way every day.

At the same time since they had no incentive to buy cars the re was 
a constant pressure to  decrease the level of car rentals. There was a 
group tha t constant ly applied pressure. Why should they buy cars, 
they had the other man’s cars. Natural ly if you are using an article, 
belonging to somebody else, you want  to  use i t as cheaply as you can. 
And if you have a vote to hold down that  situation, you are going 
to use it.

Tha t is why we have this shortage. They  were able to exercise 
this downward pressure on the amount of the ren t and when you do 
tha t you won’t get tha t article produced in the volume tha t you will 
if you increase the rents and make it profitable to put  your money 
in tha t type of equipment and ren t it.

We don’t suggest that  cars ough t to be built  simply to ren t to 
somebody else; that is not the point. Most of the people in the terri­
tory where we have this serious problem would much r ather have the 
car than two or three times the renta l tha t might be prescribed.

We wan t the car, bu t when i t gets away from us we want a little 
more than  the bare bones cost of it.

This bill would create a situat ion where this would be solved by 
economic law. It would put some profit in car ownership and en­
courage more car owners to pu t more cars in movement.

For example, if you are a road  that  has a car jus t unloaded on your 
line and it belongs to another railroad, right now we will say it costs 
you only $4.50 a day for you to keep that car and wait for a load. If 
you make tha t charge, say $0 or $7 instead of $4, you are going to get 
it off your railroad as quickly as possible.

This again is a simple pr inciple of economics. When you are pay­
ing for use of a car you get rid of it as soon as you can. Tha t is the 
second effect of this legislation which we think would be highly 
beneficial, move the equipment more quickly. The first and most 
basic part is the first part,  if you put some profit in car ownership, 
economic law and the prof it motive will get boxcars.
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I will see you tomorrow morning.
The Chairman. Well, l et’s don’t end there so abruptly.
Mr. Martin. I am delighted, I hope you have lots of questions.
The Chairman. I am impressed by the first point you made. If 

the Commission knows anyth ing about  the situat ion—the second 
point I don’t think  bears nearly as much weight—now from their 
information, their report , as I understand their position, it is tha t the 
roads are continual ly doing a pre tty  good job of keeping the cars 
rolling. I know people disagree with tha t and it is easy to criticize 
but  when it comes to performing and they, having expertise in the 
matter  in my judgment, would be in a position to have more factual 
knowledge of the situat ion than  anyone else except you people who 
are in the business yourself.

I suspect from a personal standpoint, representing the great rail­
roads as you do and owning as many cars as your road and others 
you represent here today, tha t you have a feeling tha t they could do a 
little  bette r job on returning  these cam or keeping them rolling.

Mr. Martin. We certainly  do.
The Chairman. Tha t, of course, presents a question of fact tha t is 

in controversy . But  the simple, plain economics of it seems to appeal 
to me and I would like to—you say you represent 23 railroads?

Mr. Martin. Yes, sir.
The Chairman. The western railroads?
Mr. Martin. No; this is another misconception tha t has crept 

around Capitol Hill. Among my 23 railroads are railroads from all 
over the country.

I represent C. & O., Gulf, Mobile & Ohio, Illinois Central,  Great 
Northern, Northe rn Pacific—I represent roads from all sections of the 
country.

I represent  roads tha t have done more than their  share, if the 
committee pleases, to add to the national freight car fleet. We are 
getting tired of building cars and having them go off line and not 
getting  them back for months and, while our neighbors steal them, 
getting  a mere pittance in rentals. They not only steal the cars but  
give us a mere pittance for their use.

The Chairman. Well, you are to be complimented. All the rail­
roads, tremendously, for your efforts in meeting this problem. And I 
am impressed by it, and you should be encouraged to go on with 
meeting your responsibilities.

Others should do likewise.
Now you say tha t the per diem tha t is presently in effect, what 

group would these cars be in, th at  you talk about , primarily?
Mr. Martin. Well, I was using an average for a new car. The 

bracket of $10,000 to $15,000 value is $4.50, today.
The Chairman. $4.50?
Mr. Martin. Yes.
The Chairman. Let ’s see if I can find tha t group.
Mr. Martin. Tha t is $10,000 to $15,000 value?
The Chairman. Tha t would be $3.58.
Mr. Martin. I beg your pardon?
The Chairman. In the ICC ’s report, they talked  about  the $5,000 

to $10,000 class. I don’t know w hat group tha t is.
Mr. Martin. I don’t have my papers, but  that $3.58 could be right.
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Th e C hair man . The next larges t gro up of cars , 377,000, 385,000 
gro up 3. Th e 5,000 to 10,000, and  t hey ca rry  a per  diem ra te  of $3.58.

Mr. M artin . T hat  sounds right.
Th e C hair man . Now le t’s see. Let ’s go to the oth er,  the  10,000 

to 15,000.
Mr. M ar tin . Tha t is $4.50.
Th e C hair man . That  is $4.50. Now ju st  for the  record , being an 

expe rienced ind ivi dual in this field, rep res enting the  indu str y th at  is 
deep ly involve d, wh at should  th at  per  diem be, to make it  an eco­
nomic—

Mr. M ar tin . Pu t some incent ive  into it?
The C hairma n. Yes; from your  sta nd po in t.
Mr. M ar tin. N ow I am no t going to evade your que stio n, Mr.  

Ch air ma n; I am  go ing to answ er it. Bu t I sho uld  preface  my  answ er 
with  this  comm ent: Th is is a very difficult que stio n, and it  is one 
which, if you en ac t thi s bill, the C ommission  will hav e to decide on the  
basis of a mass of evidence which will be prese nte d to it.  A gre at 
ma ny diff eren t------

The C hairma n. I t  would be mas sive , too.
Mr. M ar tin . A grea t man y dif ferent  accou nting theorie s and  

economic theo ries  and philosophical the ori es will go int o th at  de­
termination, but I can ans wer your  q uestion  in this way: Th e cu rre nt  
ra te , as you  say , for the  $10,000 to $15,000  car  is $4.50. Now, the re 
is ju st  one item th at I wan t to me ntion , and I hav e the  exact  figures 
on this , and th at is w hy I can  me nti on  it. Th is $4------

The C hairma n. That  bell is no t for you; th a t’s for us.
Mr.  M ar tin . I unde rst an d.
The $4.50 does no t g ive any conside rat ion  w ha tever to the fac t th at  

the  car owner mus t pa y an income tax on th e rent al  which he gets  
from the car  user , which, inc ide nta lly , is also a deduction  for tax  
purp oses  to the user.

Now, we say , and  again  we are  ta lk ing simple economics,  th at  the  
income tax  you  pay on rev enue you ge t from  som eth ing  you own is 
certa inly a pa rt  of the cos t of own ing  th at art icle , and the cos t of 
opera ting it.

Th e $4.50, dep ressed com pro mise basi s, doesn ’t give  any effect to 
th at  fac tor  wh ate ver . If  yo u too k the formu la ju st  as it is—and 
the re are  oth er soft  spots  and weaknesse s in it, which I cou ld deve lop 
if I had the  tim e—b ut ju st  take  th at one fac tor , and include in your  
form ula,  if you  please, the effect of the income tax which the owner 
mus t pay on the  rental,  th a t would  increase the $4.50 to $6.56 per  
car  today.

Th e C hairman. Are  y ou  taki ng  in to conside rat ion  wh at an inve st­
men t tax  credit  migh t come  to?

Mr . Martin . Yes, sir ; th e inve stm en t tax cre dit  is inclu ded in the  
basic form ula— dep rec iation.

Th e C hairm an. And  are  you  tak ing int o some con sidera tion  the  
fac t th at  you dep rec iate it  over a period of wh at,  27 yea rs?

Mr. M artin . Tha t var ies . Th e IC C pe rm its  you , now, to de­
pre cia te equ ipm ent ove r 15 years  or more, and dif ferent  roa ds have 
diff eren t service lives which they  ad op t, bu t thi s illus tra tes  my  point .

1 have  mentioned only on e fa cto r which seems to  me to be a perfectly 
obvious cos t fac tor,  inco me tax es on the  rental  you  receive, which  
would  hike  the  rental  from $4.50 to $6.56.
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Now, I don’t know how much beyond tha t point it would be hiked, 
if all the proper factors tha t we think  ought to be considered were 
placed into the formula, and then after you had covered all your 
costs, you said, “Well, we have got to provide some incentive for 
car ownership, so we will add a 5-percent profit,” or something like 
that .

There ought to be some profit  over and above your out-of-pocket 
costs, or you don’t stimulate interest  in car building and car construc­
tion, and this is a point tha t I do wan t to get across.

There are some of the opponents of this bill, from whom you will 
hear tomorrow—unfortunately, I am afraid after I am gone—but they 
will tell you that  what we contemplate here, and what  may result if 
this bill is enacted is something like three or four times the amount of 
the current charges.

A penalty, if you please, of the  type which the court condemned in 
the Palmer case, and I would like to come back to tha t, because I 
was much impressed by Mr. Younger’s analysis of tha t case. He is 
very close to right.

But, this isn’t what this bill contemplates, in my view, nor is it 
what the bill contemplates in the Commission’s view.

There is no penalty involved here. All tha t we are trying to get is 
full compensation, including an element of profit, and including an 
element of risk.

There are risks of ownership in boxcars, no t having them when you 
want them, and when you need them most. Th at ’s a risk. You 
ought to have some increment to att rac t investment. You ought to 
have a number of factors in there, in this formula, tha t will make it 
crystal clear tha t it is worthwhile to put your money into a boxcar, 
and it hasn ’t been so for generations.

I don’t want  to keep you, but I was reminded of Mr. Younger’s 
questions about the Palmer case. Now tha t is the damnedest court  
decision I have read in a long time. It  is long, it doesn’t make much 
sense, it  is very confusing and confused, b ut this I want to make clear: 
That was a penalty  case.

That didn ’t even involve the section of the sta tute which is under 
consideration here. It  didn’t involve the question as to whether the 
Commission could prescribe a per diem charge which would provide 
incentives for car ownership.

It  just said tha t you can’t double the charge to force quicker return 
of cars. Actually, tha t is what the Commission attempted to do in 
the Palmer case. They attem pted  to change the charge from $1.15 
to $2.00 a day, back in the days  when the relative figures were similar.

And it involved a different section of the act. It didn’t even involve 
the issue th at you have here.

I don’t like to contradict Commissioner Webb, but he said that 
the purpose of th at thing was to get more cars. Tha t was not  right. 
The purpose of the thing, as declared by the Commission in its order, 
was to force the quick retu rn of cars.

It was under 1(15), not 1(14), which is the section we have here, 
and tha t case, I think, did not hold what Commissioner Webb seems 
to think it might be construed to hold, and what some of our friends 
from the New Haven and maybe the Centra l will say.

I say, personally, tha t tha t case doesn’t limit the Commission’s 
power to the extent they think, but  I think at the same time tha t
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there are enough people who say it does, that  Congress owes the country and the car owner an obligation to say, “Listen, boys, if you think that ’s what that case said, we are going to straighten this out. We certainly don’t intend to limit the Commission in fixing these rentals to a bare-bones-cost philosophy. We do intend to let them know what we want is and adequate supply of freight cars, and if in their judgment it would help to put a little  profit into car ownership over and above bare bones cost, they have the authority to do it. ”
And in effect, th at ’s about all this bill is in tended to do, but it is not intended—in my view, at least, and I think in the view of all of those I represent—it is not intended to operate  as a penalty and create a doubling or trip ling of the charge.
It is intended simply to make sure tha t the charge is high enough to provide an incentive for the investment, and let economic law operate. And it will operate as we like to th ink things should operate in this country of ours.
It  wouldn’t be Government edict. There will be some profit put into car ownership, and then every railroad will have a choice: Do you want to pay this higher ren tal, or do you want to go out and buy and build some cars of you r own?
You will have tha t choice, under  the system which would be created by this legislation. It  is the farthest thing from the all-powerful state, the Government-edict philosophy. It  creates a supply-and- demand proposition, fixes the rental at a level which makes the in­vestment attractive , and then lets the chips fall where they will.If the user rail road prefers, he doesn’t have to buy any more cars. If he wants to continue to pay the rental , when there is incentive for construction, some roads will build the cars, and you will get them.I think it will operate  on the entire railroad economy. I think once you put  some prof it into the car ownership, you will find a lot of roads building cars, wanting to build them, and incidentally, I remember some conversation abou t this leasing business.
It  doesn’t matter  who owns the car, whether it is some car leasing company th at might lease it to Mr. Hilton, or Mr. Smith. The leas­ing boys aren’t going to pu t their  dough into this investment if it doesn’t have some profit.
You are going to keep depressing the level of car supply in this country forever, until you tell the Commission tha t they can put some profit in car ownership, and when you tell them that , you will get the cars.
Next question.
The C hairman. Yes. If the Commission were to be given the authority, and after hearing, which they say this  provides-----
Mr. Martin. Yes, it does.
The C hairman (continuing). The Commission made a deter­mination on the basis of the various criteria tha t are outlined in this bill, and they would come up with a record tha t would justify an increase of the per diem, $6.56 a day on the basis of what you have jus t said, so far as your own industry is concerned, would your railroad and the other railroads increase your car production if you found it  necessary to meet the charges th at exist?
Mr. Martin. I firmly believe we would and tha t they would.
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At least, I can say the probability of that action would be infinitely 
greater than it is today.

The C hairman. Well, it seems to me there are certain railroads 
that feel that this— well, all railroads, I guess, feel— tha t this is a 
service they  should provide, the railroad industry as such.

Mr. M art in. Yes, sir. We certainly  do. The gentlemen I repre­
sent certainly  think that is so.

The C hairman. Now, there apparently are some railroads that 
feel that they should provide accordingly and are willing to build 
these cars. Apparently there are other railroads that  feel that they  
would rather not be in the business too heavily, and they  are reluctant 
to do so.

Mr. M artin . Right.
The C hairman. If provisions were arranged here, the economics 

of it that  you have argued were to be made, do you think  these rail­
roads who are willing to build cars and provide them then would be 
given sufficient incentive to increase their production capacity,  and 
increase the cars that they  themselves owned and are willing to put 
into service for the public?

Mr. M artin. The same answer as before. I think the answer is 
clearly yes, but at the very least, the probability  that  this would 
occur would be infinitely greater than it is today. To the extent 
that you put more profit into the rental charge, to that extent, you 
increase the incentive for construction or acquisition of more cars.

The C hairman. Well, this value of use that  you mentioned a 
moment ago, is quite a technical and interesting subject matter.

Mr. M artin. Yes, my $6.56 does not include any allowance for 
value of use.

The C hairman. Y ou think that that revenue is obtained from the 
freight itself?

Mr. M artin. Sir?
The C hairman. D o you think that the revenue of the value of use 

would come from the freight itself?
Mr. M art in. Tha t is exactly  where the v alue of use comes from.
The  point that perhaps escaped you when you asked the question, 

and which I would like to elaborate on, is this: the value  of use be­
comes extremely important when the owner is deprived of that  use, 
and his car is retained by a nonowner, who can, under present condi­
tions, get from that value of use, from the use of the other man’s car, 
say, from 3 to 10 times the amount of the per diem charge.

He pays us a wholly inadequate rental, and makes from 3 to 10 
times that much b y using it for his own business, and this is a terrible 
inequity which we think exists today.

The C hairman. Well, how much weight do you think that  the I CC 
should give, in making its determination on this issue of value of use 
as compared with ownership revenue?

Mr. M artin . Well, I don’t know. I can’ t pick a figure out of the 
air on that, and I say this: that  I think you would get a tremendous 
addition to the national car fleet if you simply provide profit over and 
above all ownership costs, which the present level doesn’t provide.

Now it would be fine if, in addition to some profit, you would add 
another factor, which you would pick out of the air, representing the 
value of use, but I don’t think you have to have that.

54-S 99—65------ 7
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The Chairman. Than k you very much. We will expect further testimony in the morning.
Mr. Martin. 10:30 in the morning?
The Chairman. Mr. Younger has some questions.
Mr. Younger. I would just like to follow up, and find out if under the penalty clause tha t is in the bill a t the present time-----Mr. Martin. I beg your  pardon. There isn’t any penalty clause.Mr. Younger. W ell, the Commission can impose a fine on roads which do not pay the per diem at the present time. Isn ’t that right?Mr. Martin. Th at’s not under the bill.
Mr. Younger. Not under this bill. I mean it is in the present law; according to what Mr. Webb said this morning, they could levy a fine of $500, and so forth.
Mr. Martin. Tha t was for vio lation of the ICC order.Mr. Younger. Th at’s right.
Mr. Martin. There isn’t any-----
Mr. Younger. Do you know of any road tha t has been fined?Mr. Martin. Yes, I know of some where fines were assessed. I think they are being contested . In connection with some of the earlier service orders, so-called, which said to certain eastern roads, “You must send back home to the owners of these cars 25 cars a day ,” or 50 a day, and something like tha t, and certain roads didn ’t do it, because they found it more profitable to keep the car and use it in their own business.
The Commission did prosecute them, under  this statute,  and it is now in litigation.
Mr. Younger. Well, the trouble  that  I have is tha t the Commis­sion, knowing this shortage, and knowing this problem, tha t has been aggravated every year, have really done nothing to test  it out, to really develop a case, either through hearings or any other  means.Now they want anoth er year  to gather the information through hearings.
Mr. Martin. Well, they are gathering it.
Mr. Younger. What?
Mr. Martin. They are gathering it right now, and I don’t want to be put  in the position of defending the Commission—although I would defend them against att ack in this area and others.But here is the difficulty. We, the car-owning group of roads, have been trying for years—we have had a complaint on file with the Com­mission and suits in the courts—to try  to get our dough out of those who won’t even pay the present penurious, picayune charge.We have litigation pending before the ICC in which we allege th at these present per diem charges are wholly inadequate, and ought to be increased, and t ha t’s one reason you ought to pass this bill, because these cases now pending are going to have to be decided some time soon, some time next year, I hope, and when the Commission comes to decide these pending cases for God’s sake, let  them decide it on the basis of some sound principle, instead of this fallacious and phony, in my view, interpretation of the Palmer case, which suggests to them—they think it suggests to them—th at you can’t fix charges tha t do any more than cover bare bones cost.
That is the basic reason why you need this bill. Clarify ycur inten t. When you gave the Commission power over per diem charges, you must have had in mind the importance of an adequate car supply.
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Now, the court in the Palmer case and some of the folks who find i t 
in their selfish interest to say, “Oh, hold these charges down to a 
minimum level,” have said tha t in the Palmer case, the court  said the 
Commission couldn’t do tha t. I don’t believe it, bu t there is a strong 
element that  says that  i t did say tha t, and I say, now, you, the Con­
gress, who are interested in and have the responsibility along with the 
res t of us for an adequate car supply, you tell the Commission, “Well, 
when we gave you this power, we mean t that you should prescribe 
these charges on a basis that  would get and maintain an adequate  
car supply, and don’t you worry about what that court said in the 
Palmer case. We don’t know wha t they  meant , either, bu t we are 
letting you know that we didn’t intend and we don’t intend that you 
should prescribe these charges on a basis that  doesn’t provide some 
profit, and provide some incentive.”

Mr. Younger. Thank you.
The Chairman. Mr. Rogers.
Mr. Rogers of Texas. I don’t wan t to trigger a long discussion 

here, b ut  I take it from your voice inflection about the Senate amend­
ment th at you don’t thh ik it  perhaps should be in the bill?

Mr. Martin. I th ink i t stinks, and I will tell you why.
Mr. R ogers of Texas. You have answered my question.
Mr. Martin. Do you want me to tell  you now or tomorrow?
Mr. Rogers of Texas. Eith er way.
Mr. Martin. Well, I will just  tell part of why, now.
The Chairman. If you get i t in the record now, you won’t have to 

repe at it tomorrow.
Mr. Martin. The basic reason why that amendment is bad, and 

why i t would defeat the s tated purpose of the  bill is th is—and there is 
one clause in the amendment that is particu larly vicious-----

The Chairman. What is the amendment?
Le t’s get it in the record so t ha t anyone who reads  this, and I am 

sure they will, has it . Le t’s get the amendment. I think it  probably 
sta rts  at line 12, page 12, doesn’t it?

Mr. Martin. I don’t have it in front  of me. I don’t have anything.
The Chairman. We have got all kinds of bills here.
Mr. R ogers of Texas. Sta rts with “in the consideration of any 

element.”
Mr. Martin. Th at ’s it.
The C hairman (reading):
In the consideration of any element included in determinations pursuant to 

this paragraph as an incentive to car acquisition and maintenance the Commis­
sion is empowered to make such element, or any par t thereof, inapplicable:

1. To carriers determined by the Commission as owning an adequate number 
of freight cars to meet their responsibilities to the needs of commerce and the 
national defense;

2. To carriers which terminate a substan tially higher percentage of interline 
traffic than  they originate;

3. To types of freight cars the supply of which the Commission finds to be 
adequate; and

4. To such other cases or circumstances as the Commission finds to be in the 
public interest.

That one’s a wide one.
Mr. Martin. Well-----
The Chairman. What does all tha t mean?
Mr. Martin. The most important thing that  i t means, as I  see it, 

and the most important reason why i t is vicious and self-defeating is
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that  clause 2, which says tha t after you have put some profit in car ownership and established a charge tha t provides incentive for the investment, then the Commission can say: “Oh, no; tha t doesn’t apply to somebody that  terminates more traffic than  he originates .”Well, those roads which te rmina te more traffic than they  originate are the fundamental cause of this recurrent car shortage. They are the gentlemen who get these cars from other roads tha t are owned by other roads and who keep them and use them and do business on the other man’s investment,  who have exerted this constan t down­ward pressure on the level of the  car rental , who will fight anv efforts to increase it or even any effort to give the Commission any power to increase it, and on top of t hat , the other vice of that clause is this: It  purpor ts to say tha t, after  the Commission after a hearing has decided th at $6.56, if you please, should be the charge for a $10,000 car, tha t then it may follow th at and say, “Well, th at ’s what the car is worth. Th at’s what ought to be paid in rental , to make the car owner whole, and to provide some incentive for investment , but you, Mr. Road A, don’t have to pay tha t. We will let you pay $4.40.”Well, now, how silly can you get? If you have a charge that  is fixed af ter hearing as the proper, valid compensation for the use of a car, then everybody tha t uses it ought to and must pay it. How can you say tha t a car whose value is $6.56 per day shall be rented to Mr. A for $4 and to Mr. B for $4.15, and to Mr. C for $3.25, and have 15 or 20 different r ent  charges, depending not on w hat the car is worth, not on what the Commission has said is a proper charge, but rather upon the financial, geographical, or other  condition of a dozen different users?
Mr. Rogers of Texas. Do you know where this language came from?
Mr. Martin. I think so.
Mr. Rogers of Texas. Now, Senator Magnuson blamed it on the ICC and, as I understand Chairman Webb, he refused parenthood, but agreed t ha t they did assist in the birth,  I believe.
Mr. Martin. Well, let ’s be entirely candid about this. I think  it comes from Senators Pastore and Cotton, who represen t New England, and ably do so, and the New England roads don’t like to pay high ren t any more than any other tena nt or user likes to pay high rent.Mr. Rogers of Texas. Now, this language does nothing more than create restrictive clouds th at could be employed under rules of statu ­tory construction to defeat some of the purposes of the bill.Mr. Martin. You have stated it very well, Mr. Rogers.Mr. Rogers of Texas. Thank you.
Mr. Martin. It  is a bad thing. I think  it actually might threaten the consti tutionality of the bill, and certain ly I say as a lawyer that , if the Commission construed i t to give them power to require a lesser payment by some user than the amount which they had themselves fixed as a proper  charge for the car, that  action could be successfully challenged in the courts . It  is ridiculous.
Now I have sympathy for some of these roads in the East and the New England roads. I know they  have problems. Bu t the way to cure them is n ot to confiscate the property of the car owner.There are many other ways. The Commission and the courts have said tha t there are other ways and, in my prepared state men t
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which I will give you tomorrow, I cite a case in the U.S. Supreme Court 
which says jus t this.

I t says you can’t solve this poverty problem in the East or in the 
New England roads by charging them less than  a proper car rental 
charge.

If they are in trouble, take care of them some other  way. Give 
them a bigger cut ou t of the through rate, if you think they deserve it. 
Fix some kind of a reclaim arrangement; if their amount of per diem 
which they pay is too much, let them reclaim their connection, or, 
conceivably, even take off the top of the through charge for the 
shipment that  m ight move from Los Angeles to Boston; take  a littl e 
piece of that off the top, and take it  off the backs of the terminating 
line, and before you sta rt cutting up the pie.

There  are  dozens of ways that you can give proper consideration to 
the financial p light and the geographical location of different railroads, 
terminating  roads, so to speak, bu t I submi t tha t you can’t lawfully 
and should not in equity  under take to solve their problems by creating 
a different rental charge other than  what  the Commission has found 
is proper, in order to p ut profit in car ownership and get boxcars.

The Chairman. I assume, with this language, particularly paragraph 
2 in i t, or item 2, i t would mean, should the Commission find a carrier 
coming within the purview of 2 in the proposed bill, tha t whatever  
the  Commission decided under the authority  of this bill, insofar as 
that  particu lar carrier is concerned, the existing per diem would prevail.

Mr. Martin. I t could, certainly. I don’t know what  we would do 
except go to court.

The Chairman. How could it  be changed?
Mr. Martin. Sir?
The Chairman. How could i t be changed? I t says this authority  

here would no t be applicable.
Mr. Martin. If the Commission did tha t, I would take them into 

cour t overn ight and beat  the hell out of them. They can’t do that. 
We have still got a Constitution, I think, in these United  Sta tes.

The Chairman. Thank you very much.
We will look forward to hearing your formal statement tomorrow 

morning.
Mr. Martin. 10:30, r ight?
The Chairman. 10:30.
Mr. Martin. Thank you very much.
The Chairman. The committee will adjourn until 10:30 tomorrow.
(Whereupon, at 3:50 p.m., the hearing was recessed to reconvene at 

10:30 a.m. on Wednesday, October 6, 1965.)
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House of Representatives,
Committee on I nterstate and F oreign Commerce,

D.C .
The committee met at 10:30 a.m., pursuant to recess, in room 

2123, R ayburn House Office Building, Hon. Oren Harris  (chairm an) 
presiding .

The Chairman. The committee will come to order.
I notice a couple of our colleagues who perhaps  would like to have 

an opportuni ty for a few brief comments before  we get started with 
the regular  list of witnesses this morning.

Is  Mr. Foley here ?
The Honorable  Thomas S. Foley, our colleague from Washington.
Mr. F oley. Thank you, Mr. Chairman.
The Chairman. He has one of the bills, H.R.  9580. We are very 

glad to welcome our colleague to this hear ing and we will be very 
glad to have your comments.

STATEM ENT 0E  HON. THOMAS S. FOLEY, A RE PR ES EN TA TIVE  IN  
CONGRESS PROM TH E STA TE OP WA SHING TON

Mr. F oley. Thank you very much, Mr. Chairman.
I have a b rief statement  in support of  H.R. 9580, which is ident ical 

to a b ill introduced by you as chairman of the committee, H.R. 7165, 
and 14 other  bills pending before the Committee.

This  bill, as I said, is one similar, identical actual ly to 15 other 
bills, including  the p rincipal bill, I I.R,  7165. It  authorizes the In te r­
state Commerce Commission to raise renta l rates  on boxcars and 
provides more incentives fo r increased freight  car ownership by ra il­
roads.

I ask consent to submit a statement  for the record in order  n ot to 
delay the committee in its considerations of this legislation. I would 
like to state very briefly that  as a Member f rom the Fi fth  Congres­
sional Dis tric t of Washington, which includes the area of north ern 
and north-cent ral Washington, the problem of fre igh t car shortages 
has been a plaguin g problem for many, many years.

We have seen, as each year goes by, increasing shortages of  freight  
cars and increasing, very serious restrictions of tran sportat ion avail­
able to our agricultural industries , our forest industries and our manu­
facturing concerns.

I  would hope th at this committee would very seriously consider the 
legislation pending before it. I thin k the legislation is moderate.

97
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I t does not by itself require any grea t action b ut merely to provide the Inte rsta te Commerce Commission with the authority  to set reasonable rentals  on freight cars or attempt to turn  back the tide of increasing shortage of freight  cars resulting in part from the inadequate rentals, from the maldis tribution of freigh t cars in the United Sta tes and  from the constant dwindl ing of freigh t car construction over re tirement of rolling cars.
I notice tha t the concern with this problem is generally throughou t the West, and as one member from the Pacific Northwest area of the United  States, I want  to urge with all the  conviction possible the importance of this  problem and hope that the committee will give serious attention to the legislation before it.
The Chairman. Thank  you very much.
Your complete statement will be included in the record at th is point.(Statement referred to follows) :

Statement by II on. Thomas S. F oley, Member of Congress From the State of Washington

Mr. Chairman, I want to  express my app reci ation to  you and  the o the r members of thi s distingui shed  committee  for the opportu nity  to appea r before  you thi s morning in suppor t of H.R. 9580. Also, I would like  to  thank the  committee for  conduct ing hearings on this imp ortant  legis lation.
H.R. 9580 is one of more than a dozen sim ilar b ills which  have  been introduced dur ing this  session to relieve the  crit ica l rai lro ad  fre igh t car sho rtag e th at  has  affected sh ippers thro ugh out  the West.
The bill would auth orize the In terst ate Commerce Commission to rai se the  ren tal  rates on box cars and provide  more incentive for increase d fre igh t car ownership by railroad s.
The presen t low ren tal  rat es on boxcars permit  eas tern rai lro ads to use fre igh t car s owned by western rail roa ds and avoid the  expenses of purchasing  add itio nal  fre igh t cars.
The lumber and plywood industr ies of the  Pacific Nor thwest,  which employ thou sands of works, could face severe economic losses unles s action is taken to relieve the  fre igh t car shortage. The farm ers , stockmen , and  fru itgrow ers  also are  vita lly affected by the  fre igh t car  situa tion in the  Pacific  Northwest . Rai lroa d carloadings and revenue ton-miles have shown slig ht increas es this yea r but  the  tota l number  of serviceable rai lroad cars of all  kinds is repo rted to be down 56,000 from las t year. Boxcar shortages have averaged more tha n 1,300 daily  over extended periods th is year.
Since 1945, rail roads in the  United  States have  re tir ed  nearl y 300,000 more cars  than  they have built. One fac tor  t ha t has  cont ribu ted  to the decline  in the number of fre igh t cars  is that  under cer tain  circumstances it  is cheaper to rent  car s from an other railr oad  than to own them.
It  is cur ren tly  possible for a rail road to pay only $2 pe r day for the ren tal  of a boxcar that  would cost its owner $15,000 to build. A system of var iable per diem charges was pu t into effect las t yea r and  thr ee  add itio nal  value brackets  were adde d thi s y ear so th at  the  maximum daily  ren ta l i s $12.18 per day.  Never­theless, more than  90 percent of all car s und er the new var iab le per diem charges sti ll are ren ted  from the owning rai lroads f or  less than  $3 per day.Mr. Chai rman , the  major purpose of H.R. 9580 is to insure  th at  the re will be an adequa te nat ional fre igh t car supply. This  would be done by a uthoriz ing and dire ctin g the  In ters ta te  Commerce Commission to esta blish per  diem charg es on a bas is that  will encourage the acquisition and mainten ance by the  rail roa ds of a fre igh t car supply that  will meet the needs of commerce and nat ional defense, while at. the  same time providing j us t and reasonable compensation to the owners  of fr eig ht cars.
I urge favo rable consideratio n for  H.R. 9580 and  I aga in tha nk  the  committee for giving me the  opportun ity to tes tify.
The Chairman. We are  very glad to have vour presentation  and I notice those who are tremendously concerned and interested in this



NATIONAL FREIG HT CAR SHORTAGE 99

problem apprecia te the sponsorship of the legislation and your efforts 
to bring  about its passage.

Mr. Foley. Thank you very much, Mr. Chairman.
The Chairman. We will hear next from our colleague from Minne­

sota, the Honorable Odin Langen. Mr. Langen, we welcome you to the 
committee.

STATEMENT OE HON. ODIN LANGEN, A REPRESENTATIVE IN 
CONGRESS EROM THE STATE OF MINNESOTA

Mr. L angen. Mr. Chairman  and members of the committee, if there 
is one thing th at is worse than a Minnesota snowdrift, i t’s a Minnesota 
grain dri ft. And that is exactly what we have had year afte r year 
during the harves t season due to an inadequate supply of boxcars. 
Mountains of grain  are piled on the ground instead of proceeding to 
market in an orderly fashion.

That is why I am very  pleased that you are considering H.R. 7165 
and similar  bills to amend section 1(14) (a)  of the Inte rsta te Com­
merce Act to insure the adequacy of the national railroad freight car 
supply. I am indeed grate ful for this privilege of submitting testi ­
mony in behal f of this proposal, since it incorporates suggestions I 
have urged in the  past.

It  was almost 2 years ago when the Intersta te Commerce Commis­
sion attempted to alleviate boxcar shortages bv responding to my 
suggestions to reduce the free time dur ing which a boxcar may sit 
at a port . It  was a step in the righ t direction and recognized the need 
of moving critica lly needed boxcars at the earliest possible moment. 
I also noted at that time th at reducing the free time only affected part 
of the problem, tha t the storage charges imposed were so low tha t 
many rail lines were encouraged to hold these cars fo r additional days. 
It  seemed tha t charges for using cars owned by other rail lines were 
so low tha t the cars were not only being used fo r storage at ports but  
some rail  lines were a ctually  discouraged from adding to their  own 
fleet of cars. Why buy your own when you can use someone else’s 
cheaper?

I again called this situat ion to the  a ttention  of the Intersta te Com­
merce Commission this year and the Commission was most sympa­
thetic. However, the Commission claims it does not have adequate 
auth ority  to control this phase of rail  operation and asked tha t the 
legislation you are considering today be implemented to provide such 
authority.

As the ICC pointed out, the  ownership of plain  boxcars by class I  
railroads in this country  has decreased by 128,118 in the last  5 years, 
and it continues to deteriorate in excess of 2,000 cars per month. The 
railroads repo rt tha t for the first 7 months of this year 5,537 plain  
boxcars were installed , and on August 1 there were on order 5,599. 
However, during this  time period 22,277 plain  boxcars were retired. 
If  this trend is allowed to continue, the results are obvious. The 
perennial problem will get worse.

Legislation  to correct the problem must do two things: stimulate  
construction of more new cars and speed up the return of cars to the 
lines t ha t own them. I believe this bill will help accomplish both of
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these objectives. By g iving the ICC power to fix compensation to car owners on a sliding scale based on several factors, including a fa ir re­turn on the ir value, it would make it profitable for all roads to build more cars to ease the shortage, it would encourage faster  movement of equipment, and it would provide p artial reimbursement to owning railroads  when they lose business because of car shortages.
Mr. Chairman, it is not just the farmers and grain  elevators of America tha t suffer from the boxcar shortages, although this is a dramatic situat ion each year when we see pictures of grain  piled on the ground. The growing shortage of cars is causing serious financial damage to many industries throughout the country. Over the long term, the shortage threatens to hamstring the Nation’s ability to meet the needs of our exploding population. Acute shortages have been noted from time to time in the building materials indus try due to delays in rail movements.
The efficient movement of boxcars is a continuing  and growing problem that  requires an overall solution. I respectfully urge favor­able consideration of II.R . 71G5 and related bills as a tool with  which to accomplish such a solution.
The Chairman. The next witness will be Eldon Martin.Mr. Martin, you star ted yesterday , so we will be glad to have you continue now with  your presentation of your views and the statement regarding this legislation.
I think,  Mr. Reporter, we will let Mr. Mart in’s presentat ion be in­cluded in the sequence of his statement of yesterday so it  will all be together.

STATEMENT OF ELDON MARTIN, VICE PRESIDENT AND GENERAL 
COUNSEL, BURLINGTON RAILROAD—Resumed

Mr. Martin. Mr. Chairm an and Mr. Younger and Mr. Nelson, I have prepared and made available to the committee and the clerk of the committee as well as to you gentlemen, a written s tatement which goes into considerable detail on this subject. I ask that tha t state­ment be incorporated in full in the record at some appropria te place.The Chairman. It  will be included in the record, Mr. Martin,  to­gether with the exhibits which you have attached to it.
Mr. Martin. Thank you, sir.
That  will permit me to be brief.
(The prepared statement of Mr. M artin and attachments, follow:)
Sta tem ent  of E ldon Marti n , Vice P re sid en t and Genera l Cou ns el , 

B ur lin gt on  R ailroad

My n ame is Eldon Martin. I am vice president  and  general counsel of Bur­lington Lines, with  h ead quarters  a t Chicago. I am here  to speak  for  the follow­ing ra ilr oa ds :
The Atchison, Topeka & Sant a Fe Railw ay Co.
The Bal timore & Ohio R ail roa d Co.
The Chesapeake & Ohio Railw ay Co.
Chicago, Burlington & Quincy Ra ilro ad Co.
The  Colorado & So uthe rn Ra ilway Co.
The Denver & Rio Grande Western Ra ilro ad Co.Forth  Worth & Denver Railw ay Co.
Great Northern Rai lway  Co.
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Gulf, Colorado & S anta Fe Ra ilway Co.
Gulf, Mobile & Ohio Ra ilro ad Co.
Illinois C ent ral  Rail roa d Co.
Louisville  & Nashv ille R ailr oad  Co.
Northern  Pacific R ailw ay Co.
Pacific Coast R ail roa d Co.
Panha ndl e & S anta Fe R ailway Co.
Sacramento  No rthern  Railw ay.
St. Louis-San F rancisc o Railw ay Co.
Southern Railw ay Co.
Spokane, Po rtl and & Seat tle Railw ay Co.
Tid ewater Sou thern Railw ay Co.
Wa lla W alla  Valley R ailw ay Co.
Western Mary land Railw ay Co.
The Western Pac ific Railro ad Co.

Collectively , these  rai lro ads own about 40 perc ent of all  the  rai lro ad  fre igh t 
cars in the United  States .

We fav or and suppor t H.R. 7165 and  the  15 oth er identical  bills  now before 
you f or considera tion.

As you know, H.R. 7165 was  intro duce d Apr il 6, 1965, by Chairm an Ha rri s 
and  15 identic al bills  have been introduced by others, inclu ding  Messrs. Rogers 
(Texas), Springer (Il lin ois ), Nelsen (Min neso ta) and  Cunningham (Ne bra ska ), 
who are members of thi s committee. This  bill is the  same  as H.R. 7937 in the  
86th Congress, which was favo rably reporte d by thi s comm ittee (Rept.  No. 2217, 
86t.h Cong., 2d sess.),  and the  same a s a pa rt  of S. 1098 which  was passed by  the 
Senate , Jun e 30, 1965 (S. Rept.  No. 386, 89th Cong., 1st sess .). Because  those 
rep ort s are so persuasive, and because thi s comm ittee recommended enac tmen t 
of an  identical bill, I will simply bring the  record  down to date,  and dem onstrate 
th at  the need and  just ificatio n for  th is legi slat ion is greater  now tha n ever 
before.

The purpose of this bill is “to ins ure  the  adequacy of the  nat ional rai lroad  
fre igh t car supply .” In  substance, it  would dir ect the In te rs ta te  Commerce Com­
mission (in  the exercise of i ts long-existing power to fix ca r renta l or “per  diem” 
charges) to consider “the adequacy of the  na tional  fre igh t ca r supply” and  pre­
scribe such charges “as in its  judg men t * * * will  encourage  the  acquisition 
and  m aintenance  of a ca r supply a dequate  to mee t the  needs  of commerce an d the 
nat ion al defense.” The quoted phrases sta te  t he  essence of the bill.

At this point, a few general  comments will  serve as background.
The f reigh t cars  of th e United Sta tes  move indiscr iminately  over all  railroads. 

When  a car is used by a nonowner rai lroad,  the owner receives daily ren tal  
paym ents,  known as per  diem charges, which  are  intended  to (bu t do not) fully  
compensate the owner for the  use  of his  proper ty by others. Often thi s occurs 
when  the  owner  needs the  car most, and could earn for himself (i f he could re­
tai n contro l of his  car s) fa r more  than the r en tal  payment.

We believe th at  car renta l “per  diem” charges are  an important fac tor  in 
ca r supply and dis tributio n, during ca r shor tage s and otherwise . We strongly 
fav or legislat ion such as H.R. 7165 which, if followed by proper  ICC action, 
will  provide a powerful, automatic incentive  for  increas ed ca r ownersh ip.

Let  me sta te, if I can (1) the  na ture  of the  problem, (2) the  condi tions  or 
causes which crea ted  it , and (3) the  solution , as  we see it.

Briefly, the  basic  problem  or objec tive is to get more fre igh t cars . We don’t 
have enough because we have  actua lly  discouraged the  acqu isiti on or cons truc­
tion  of newr cars.  The solution lies in sub stitutio n of an incentive which will 
make ca r ownership more att rac tiv e. I want to develop each  of these  points, 
bu t it will be help ful if  you will bear in mind thi s simple  s tatem ent of the prob­
lem, it s cause, a nd its  cure.
The  problem

Freig ht ca r shortages,  of varying durat ion  and  sever ity, have plagued  thi s 
country  and  its  shippers  for  more tha n a gene ration. The  shor tage  lat e las t 
year wyas the  “worst yet,” and  we seem to be moving tow ard  ano the r “worst yet ” 
th is year.

The  national  fre igh t ca r supply  has continued to decline, and car shor tages— 
pa rti cu lar ly of boxcars—have become increasingly  more frequent, more severe, 
and  more damaging to the  intere sts  of the  rail roads, our  shippers, and the  
national economy.
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During the twenties, freight car ownership of class I railroads was almost 2.5 million cars. The fleet declined during the depression of the middle and late thirties, and increased during World War II.
The table below shows, fo r the period January 1, 1945, to September 1, 19G5, the total freig ht car ownership of class I railroads, as well as the ownership, excluding re frigerator cars which are not generally subject to per diem charges.

Freight car ownership—Class I U.S. railroads, 19^5-65

D ate T o ta l fr ei ght  
ca r ow ner sh ip

C a r  ow ne rs hip  
ex cl ud in g 
re fr ig er ator s

Ja n . 1, 1945........ ................. ........... ..................... ...........  . 1,7 64,109  
1, 749,736 
1. 735,553 
1,6 77,965  
1,661,577  
1,606,696  
1,552 ,371
1,515,139 
1,494,703  
1,489,079

1,744,179  
1,73 0,68 6 
1,71 6,80 4 
1,657,792 
1,636,695 
1,579,065  
1, 523,080 
1,482,1 22 
1,457,074 
1,44 7,79 6

Ja n . 1, 1950.....................- _____ _______________________
Jan . 1,19 55 ____________________________________  .
Ja n . 1, 1 9 6 0 .. .____ ____________________________________
Jan . 1, 19 61 ________________________________ __________
Ja n . 1, 1962_________________________________________
Ja n. 1, 1963_________________________________________
Jan . 1, 19 64 _____________________________________
Ja n. 1, 1965_______________ ______________________
S ep t.  1, 1965____________ ______ ____________ ___________1 ffl
Lo ss  sinc e 1945 and  perc en t_______________________ _____ _____ 275 ,030—15.59 296,383—16 .99

If the tabulation is limited to boxcars—which are so importan t to the great  mass of shippers interes ted in general-purpose equipment—this is the picture:
Boxcar ownership— Class I  U.S. railroads, 19//5-65

D ate T o ta l bo xc ar  
ow ner sh ip

P la in  bo xc ar  
ow ne rs hi p

Jan . 1,19 45 ____ _______________ ___________________________ 742 447 1 689 486Jan . 1, 1950............ ......................... . ............... ................................. ............... 714,914 663 628Jan . 1, 1955........................................ . ......................................... ........... 717,013 666 283J a n . 1, 1960__________ ___ ____ _______ ______________________ ______ 705,738 655,418Jan . 1, 1961 .. ................. . ......................... ..................... ......................... ......... 692, 565 639 200J a n . 1, 1962...................... ................... ......................................... 663 762 609’ 487Jan . 1, 1963____ _____ _____ _________________________________________ 578,834J a n . 1, 1964________________________________________________________ 615’ 887 543  ̂898Jan . 1, 1965___________ ___________________ ____________________ _____ 596^602 508,713S ep t.  1, 1965.............................................................. ................... ......... ............... 586j 238 486, 556
Los s sinc e 1945 an d  p erc en t_____________________________________________ 156,209—21.04 20 2,93 0- 29 . 43

1 E sti m ate d .

Attached to this statement, as exhibits A and B, are chart s which show, graphically, the data  contained in the foregoing tables.Because of some increase in the average capacity of freight cars (58.18 tons on January 1, 1965, compared with 53.85 tons on Jan uary 1, 1956), the aggregate carrying capacity of the class I fleet shows a less precipitous decline than car ownership. (Aggregate capacity  on Janu ary  1, 1965, was 86,957.665 tons, com­pared with 91,231,612 tons on Ja nua ry 1, 1956.) But this is not much comfort. When a shipper can't get a badly needed boxcar because of a nationwide shor t­age, it doesn’t help much to tell him th at  the car he can’t get is a larger car.Much more significant are the recent records of installat ions and retirements. During the 5 years, 1959-64, reti rements consistently exceeded new installa tions by a substantial margin. Total retirem ents during  this period were 384,922 as against  installat ions of 201,660, for a tota l loss of 183,262 cars of all classes. With respect to boxcars only, retirem ents were 171,101, compared wi th installa­tions of 61.965, for a net loss of 109,136 boxcars. During 1964, total retirements were S6,237 and installa tions 65,801, but, significantly, boxcar retirements were 37,301, aga inst installa tions of 18,016. Thus, although total freight car installa­tions are improving in relation to retirements, boxcar retirements continue to exceed ins tallations by a large margin. During the month of August 1965 only 1,131 boxcars were installed, whereas 3,895 were retired.It  is thus apparent tha t our depleted national car supply—particularly of boxcars—is a problem of major importance which poses a serious threat  to the
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needs of commerce and  the nat ion al defense. This is a recognized fac t, well 
known to the  members of th is committee, and uncha llenged even by those who 
oppose the  pending bill. I have reviewed the  facts , and  brou ght  them  down to 
date , so you will under stand th at  the problem is even more serious tha n it  was  
when  you urged  enac tment of an ea rli er  identical hill. The need for action is 
grea ter  now than  ever before.

I tu rn  now to the  conditions and  causes  which created thi s impor tan t problem. 
The cause

The basic re asons for our depleted inventory of fr eig ht cars,  an d th e inefficiency 
and  inequity which go wi th it, are not difficult to  s ta te  or  unde rstand.  They res t 
upon the  sound and  simple princ iple th at  one who must use a pa rti cu lar art icl e 
in his business will eith er own it, or rent  it from othe rs, in the  light of his  own 
seltish  inte res ts. Othe r fac tors being equal, he will  rent, ra ther  than  own, if 
the  ren ted  a rticle  w ill serve his purpose and  cost him less in the long run. This  
is pa rticu lar ly tru e if the  art icle comes into his possession for tui tously , with out  
effo rt o r negot iation, and he is lawfully  perm itted to use it  by payment of a ren tal  
which  i s below i ts value to him or to the owner. This is t rue whether the  ar tic le 
is an apartment,  an automobile, or a fre igh t car. As I sha ll dem ons trate in due 
course , thi s obvious princ iple explains the  existence of our  deple ted inven tory 
of fre igh t c ars,  as well as the misuse and maldis tributio n of those  now in service.

Pe r diem charges are too low to reflect the  va lue of such cars,  to their owners, 
espec ially  during ca r shortages.  Pre sen t per  diem charges  do not cover the full  
cu rre nt costs and  risks of ownership, to say noth ing of profit, and. genera lly, are  
sub stantially below the  amount which a car owner  could ear n dai ly by the  use 
of the  car on his  own rai lroad,  when a shortage exists .

To us, thi s seems most unjus t, on grounds of common fair nes s, bu t from the 
sta ndp oin t of the  nat ion al int ere st this theory  is fra ug ht  with dang ers which 
transc end  injust ice  to a pa rti cu lar rail roa d. This is so because the  policy 
ref err ed  to actual ly discourages the  construction of new fre igh t cars,  and 
places  a premium upon inad equ ate  car  ownership .

Ju st  so long as it is cheaper  to ren t a c ar  than it is to buy or build one, under­
building  will be the  policy of strategically situa ted  rai lroads , and  cons truction 
will beheld to minimum requirements.

Under present condit ions, we have a form of involuntary leasin g and  ren t 
control which  disco urages ca r ownership, and, conversely,  encourages those 
which can do so to appro pri ate  and  use the  cars of others  instead  of mak ing a 
fa ir  con tribution to  the na tional  invento ry of such equipment.

The  situa tion is not  unlike th at  which prevaile d in thi s country, and in some 
other countrie s, when res idential rent  control was  in eff ect; th at  is, when  a 
tena nt  could sit  in an apar tm en t which he had rented at  a relativ ely  low ren tal,  
and  could continue its  occupancy witho ut regard  to the  int ere sts  of the lan d­
lord. You did not then get, and  you could neve r get und er such controls , the 
ren tal  housing which  we now have. When rent  control was abolished, you 
thereby  provided the  incen tive for  construc tion  of res idential housing. You h ad 
a surge of homebuilding such as this cou ntry  had never seen, and  it is my opin­
ion th at  if you tell the In te rs ta te  Commerce Commission that  you favor some 
ownership incentive in the  per  diem charge, you will get an adeq uate  fre igh t 
car fleet.

The In ters ta te  Commerce Commission has pointed out  (Senate report of 
Jun e 30. 1965, on S. 1098) th at  the  presen t policy “discourages cons truction of 
new fre igh t cars and, in effect, places a prem ium upon inad equate car owner­
ship and will cont inue  to do so as long as it is cheaper to ren t a car  tha n it  is to 
own one.”

The so-called Doyle Committee Rep ort of Janu ary 3, 1961. on N atio nal Tran s­
por tati on Policy, at  page  722, said  th at  “a termin atin g rai lroad has  no incen­
tive to own modern  f re igh t c ars  fo r interchan ge service, and will not  ha ve unles s 
charg es a re  ra ised  beyond the break-even level.”

We endorse the  foregoing sta tem ent s of the “basic and fundam ental cause” of 
our  inadequate natio nal  supply of fre igh t cars.
The  solution

The solution is to encou rage the  esta blishment  of p er diem charges ■which will 
make it more a ttr ac tiv e to buy and own car s.

Th at  pa rt of a rai lro ad ’s net income which  is retained in the  business can be 
used for  many  worthw hile  purposes, inclu ding acquisition of diesel locomo­
tives, construction  of modern class ificat ion yards, ins tal lat ion  of modernized 
signal systems, redu ction of grad es and  curves, et cete ra. Any such pro ject
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will yield a f ar  gre ater return  on the investment than acquisition of new freight  cars. Under these conditions, littl e if any incentive exists for fur the r invest­ment in f reight cars, which often are not available when they are  most needed.The prospective purchaser of fre ight cars wants  and needs reliable assurance tha t per diem charges will be fixed sufficiently high for ear ownership to he a profitable and desirable form of investment. Conversely, every railroad should be put on notice tha t it will no longer pay to shrink from the duty of owning and maintain ing a fleet of f reigh t cars adequate  to carry  its proportion of the traffic moving over the Nation’s ra il network. Unless this is done, the shipping public will continue to suffer from recurrent car shortages.
The statu tory  powers of  the Inters tate  Commerce Commission, with respect to car service, are extremely broad, if not plenary, in charac ter. In my opin­ion, as a lawyer, they are broad enough to permit the Commission to consider national freigh t car requirements, and to put some profit into car ownership. Congress must have intended this resul t when, in 1920, it gave the Commission full authority to fix the level of car hire charges. But this  conclusion has been questioned in some quar ters because of a Federal cour t decision in 1947, Palmer v. V.S., 75 F. Supp. 63.
The question of adequate car ren tal charges was not even an issue in tha t case. Instead, it involved a temporary  increase in per diem charges of almost 100 percent ($1.15 to $2) to be assessed, as an emergency measure, for the stated  purpose of obtaining bette r distribu tion and quicker retu rn of freight cars to thei r owners. It  involved a penalty, characterized as “prohibitory,” as distinguished from a long-range atta ck upon the inadequacy of the national car supply.
H.R. 7165 adopts a wholly different  approach. In effect, it simply tells  the Commission that in th e exercise of its continuing nonemergency powers over car hire charges, it should give effect to the  national car supply and the public interest in rental  charges which will provide incentives for car  ownership. In short, it involves compensation in a wholly remunerative sense, including fac­tors such as earning  power, risks  of ownership, increment to att rac t capital, profit, and other factors which necessarily must be considered if car ownership is to become an att ractive  investment.
I repeat my opinion tha t the Palmer case, properly construed, is not incon­sistent with the objectives of this  legislation, but it has been misconstrued by those who do business on the car  investments of others. For this reason, and others, Congress should clar ify its inten t tha t car rental charges should be fixed on a level which will  “encourage the acquisition and maintenance of a car supply adequate t o meet the needs of commerce and the national defense.”I have just  quoted the concluding phrase of H.R. 7165. The railroads for which I speak endorse this bill as sound and constructive legislation. In effect, it would simply author ize the Commission, as a par t of its continuing regula­tory power, to prescribe compensation for the use of freig ht cars on a basis which will put some profit into car  ownership and, by that process, tend to assure an adequate national supply of freight cars.
Per diem charges established  in conformity with these principles would (1) provide an incentive to all railroads  to procure and mainta in an adequate  car supply, (2) encourage more expeditious movement of all such equipment, and (3) provide part ial reimbursement to car owners for  losses suffered when their equipment is appropriated by other railroads.
The first of these objectives has been discussed. It  can and should be attained  by a method so obvious, simple, and effective th at it should have been adopted long ago.
The second objective is more complicated, and more difficult of attainment. It  is generally conceded th at  higher daily renta ls would expedite car movements during periods of light or normal business. It can be argued tha t higher per diem charges during a car  shortage will not expedite the movement of freigh t cars, or hasten their  retu rn home, because the user can Still make money by using them at a relatively high rental. This argument has some substance, but it is nevertheless clear tha t a higher per diem charge would, in some degree, operate to expedite the movement of freigh t cars, because tha t would be the only way to reduce the incidence of the charge. In fact, the court decision mentioned above recognized the soundness of the principle that “any charge upon a time basis furnishes an incentive for prompt return  of the property.”Be this as i t may, simple justice suggests that  th e improvident, railroad should not profit from its own wrong, when it takes from the provident car owner not only the car itself but also the profits resulting from its use. This gross in-
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equi ty could be partially corrected  by the  Commission under  the prov ision s of 
H.R. 7165. This  is th e th ird  objec tive of t he bill.

A rai lro ad  which  owns an adequa te supply  of cars will not  suffe r from the  
imposition of higher  per diem charg es, because  its paymen ts for  the  use of 
foreign cars will be offset, substantially , by rece ipts  from the use of its  cars by 
fore ign lines. On the  oth er hand,  the  improvident  rai lroad,  which owns few, 
if any, cars and is doing business  on the ca r investments  of others, will  have a 
deb it balance in its  per  diem account , until  such time as it  acquire s more  cars . 
This is as  it  should be.

It  may be argued  by the  “improvident” lines, which  do business on the ca r 
investments  of others , or by certa in rai lroads which find themselves , fo rtui tously, 
in possession of c ars  un loaded  on the ir lines, th at  higher  pe r diem c harges  would 
place upon them a severe  financial burden, in the form of increased car  ren tals .

In  the  firs t place, thi s burden does not  exi st dur ing  periods of car  shor tage, 
which are  now practical ly continuous, because a rai lro ad which  finds itself  in 
possession  of a fre ight  car.  during a ca r sho rtage can  ear n from its  use from 
3 to 10 times th e am oun t of the car rental  cha rges.

In  the  second place, even if some slight add itio nal  burden  were  thu s placed  
upon a few rai lroads , th at  fac t would not  jus tify confiscation of the ca r owner’s 
property. “Confiscat ion may result  from a tak ing  of the use o f proper ty withou t 
compensation qui te as well as from the tak ing  of the  tit le, ” Chicago, M. d St.  P. 
Ry. Co. v. Minnesota, 134 U.S. 418, 458; Chicago, R.I . d P. Ry . Co. v. United 
States,  284 U.S. 80. 96-97.

Third, machinery is ava ilab le in the  Car  Service  Division of the  Assoc iation 
of American Rai lroa ds, and, indeed, in the  In te rs ta te  Commerce Commission, 
to cor rec t any true  inequi ty which may resu lt from  applica tion  of these sound  
principles. So-called per diem reclaims, which permit rea dju stm ent  of car -hi re 
charg es under specia l circumstances,  are  freq uen tly adopted for  thi s purpose.

In connect ion with the  alleged burd en upon the  so-called deb it rai lroads , 
which do not own enough cars to take care of their  requirements,  it  is  important  
to bea r in mind th at  paymen ts for  the  use of car s are deduc tible  as ope rating 
expense for Federal  income tax purposes, whereas  the  ren tal s thu s received by 
a car  owner are tax able income. Of course, thi s compounds the  injust ice  to the  
ca r owner.

Still  anoth er element of this inju stice is the  fac t th at  the  improvident ra il ­
roads,  which own few, if  any, cars , thu s avoid  the  risk s inhere nt in cap ita l 
inves tment, as well as payment of  in terest  charges dur ing times of lig ht business. 
Even if we indu lge the  unju stif ied assumption th at  curre nt per diem charges 
cover barebones ownership  costs, such charges clearly do not include any “prof it” 
or any “increment to at trac t cap ita l to the  ventu re” (see El Paso Natural Gas 
Company  v. Fede ral Potver Commission. 281 F. 2d 567, 572) .

Perha ps a bri ef word should be said about the conten tion th at  dur ing  a 
perio d of ca r surp lus, a terminating rai lroad cannot earn  per  diem on fre igh t 
car s which it  may own because the  Car  Service Rules contemplate the load ing 
of foreign cars for  homeward movement  in preferen ce to the  loading of a home 
ca r for  offline movement. This contention  has  lit tle  subs tanc e in fact , no t­
withstand ing  i ts theoretica l plau sibi lity . In the first  place, Car  Service Rule  1— 
the rule  thus invoked—is somew hat ambiguous, and subject to interp retation , 
because the  originatin g ca rri er  is privi leged to decide wh at con stitutes a “su it­
able” ca r for offline loading. More important, perhaps,  is the fac t that , acco rd­
ing to recognized records , those rai lroads which invoke thi s argument  somehow 
find a way  to ma intain  a rela tive ly low percenta ge of home-owned cars on thei r 
lines. This is dem ons trated by exh ibit  C attached, which shows th at  the  pr in­
cipal  advocates of thi s fallacio us argu men t (B. & M. and New Haven) consist ­
ently  ma intain  a somewhat  lower percentage  of “home” boxcars  on line  tha n 
the  ave rage percentage for all rai lroa ds.

The arguments of those  who would perpetuate the  p resent  injust ice  complete ly 
overlook the  fac t th at  if each rai lro ad in the United Sta tes owned the  cars 
which it  ought to own to take car e of its  requirements,  no serious na tio na l ca r 
shortag e could occur, and the  level of car-hir e charges would become a facto r 
of lit tle  importance. Tn other words,  per  diem debi ts and per diem cre dit s 
would tend  to offset each other .

We believe th at  legis lation like H.R. 7165—if implem ented by proper  action 
of the ICC—would encourage  the  constru ctio n and  mainten ance of an ade quate  
nat ional ca r s up ply; an d promote th e exped itious d istr ibution , inte rcha nge , move­
ment. and re turn  of fre igh t car s to thei r owners. Accordingly , and wi tho ut 
rese rvat ion, we recommend i ts enac tmen t.
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Most, if  not  all, of the limi ted opposition to th is bill is based upon a  assumption th at  if Congress tell s the  Commission to make caro wnership att rac tive, the Commission auto matica lly will take action  which would be dis tas teful to the  car  user, or car renter, or distin guished from the c ar owner. Maybe so. Maybe not. The  bill itself  would not produce that  result . If  this  occurs, it  will come about only af te r a hearing  and inves tigat ion by the  ICC, and a finding th at  the  prescribed charg es will tend  to fur ther  the  sou nd objectives sta ted  in  the  bill.Under  these conditions, is it not  obvious th at  anyone who opi>oses a  congres­sional sta tem ent  of sound objectives, such as appear in H.R. 7165, seeks thu s to prese rve a selfish advantage, and  is af ra id  h is posi tion  cannot  st and the  s cru tiny  of an impar tia l tribunal  under proper sta ndard s and  guidelines.You know and I know that  we have  had  recu rre nt  fre igh t ca r shor tage s for genera tions, and th at  your  constitu ents  have  appe aled  to you, year af te r year, for help in solving this problem. You know also, I think, th at  such appeals or complain ts are  exceedingly ra re  w ith respec t to sem itra ilers which, in the truck­ing indu stry , are the  counterpart of the  rai lro ad  fre igh t car.  Why is this so? The fir st reason is th at  although tru cke rs may and  do freque ntly  interchange equipment, they are  not  requ ired  by law to do so, whereas  the  rai lro ads must permit the ir fre igh t car s to move beyond thei r lines, on oth er rail roads, reg ard ­less of the ir wishes, the ir need for the  equipm ent, or the  renta l which they receive fo r use of t he ir cars by oth er ra ilroads .In times of heavy business a trucke r can maintain  complete control over all of his equipment, refuse to pa rt with  its possession , and thus preserve  to h imself  and his pat rons the use of equipment which is fa r more valuab le, und er such conditions, tha n any “rea sonable” ren tal.  The rai lroads  cann ot do this.  We can put a new fre igh t car  into service today,  and  never see it again for  months. Meanwhile, it will earn for  “use r” rai lro ads from 3 to 10 times the  amount  of ren tal which th ey pay to th e owner.
A new modern boxcar costs $12,000 to $15,000. and, once i t l eaves  the l ines of its  owner, can be “taken ” by other rai lroads for a ren tal  of only $4.50 pe r day. On the other hand, a new “dry van” se mi tra ile r can be bought for  abou t $6,000, and. if the owner chooses to let  i t go beyond his lines, he receives a ren tal  (generally) of about $10 per day. In  o ther  words, for a tra ile r wor th less than ha lf a s much as a boxcar, the owner-trucker  receives in daily  ren tal  more tha n twice as much as the owner-railroad, and—if he chooses to do so—can keep his  equipment for  his own use at  all times.
These fac ts expla in why we have an adequa te nat ional supply  of highw ay tra ilers, and a continuing inad equate supply of r ail roa d fre igh t cars . Here, also, is one of the  most powerful arguments which can be advanced in s upp ort of t his  legislat ion, which would author ize  the  Commission to give effect to such fac ts in fixing the level of rai lro ad  per diem charges.I wan t to mention a few’ f ur ther  developments w’hich have occurred since your  earlie r cons iderat ion of an identica l bill.Of course, the  interven ing chan ge of transcend ent  importance is the  con­tinuing downward tren d in the  n umb er of boxcars avai lable for  movement of the Nation’s traffic. Each year, each month, and each day produces a “new low” in the boxcar fleet, and  the  end is not  yet. As indica ted by figures given ear lie r in this statement, we have “lost” since Janu ary 1, 1945, over  15 percent of the  tota l car  fleet; abou t 17 percent of all cars, excluding refri ge rators;  over 20 percent of all boxcars ; and—of ma jor  importance—29.43 perc ent of the plain  boxcar fleet. Despi te the cush ioning effect of larger  cars,  thi s downward trend  is a serious thr eat to the  na tional  economy, and p art icu lar ly to the g rea t m ajority  of shipi>ers who must  depend upon the genera l-purpose, pla in boxca r for  the ir transp ortation requirements.
Bu t other  recent developments cry aloud for  ear ly enactment of th is legis la­tion. Litigation  now’ pending before the  In te rs ta te  Commerce Commission (dockets 31358 and 33145) involves the  level of f reigh t ca r ren tals and, in fixing such charges  fo r the future —as it must—the Commission should have no miscon­ceptions of congressional intent . Congress should tell the  Commission clearly th at  in fixing car rentals it should  give cons idera tion to  “the adequacy of the nat ional freig ht car supply” and  prescribe such charges  as will “encourage the acquisition  and maintenance” of an adeq uate  car  fleet. This  is the essence of II.R. 7165.
In conclusion. I wan t to give you the  c urren t level of per  diem charges, and a word about the significance of changes which have  occurred since Janu ary l h 1964. The present charges, with other pertinent data, are shown b elow:
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Per diem charges, Apr. 1,1965

C ar v al ue
P e r  d ie m  

ch ar ge
P e rc en t of 
to ta l ca rs  

Sep t.  1, 1964

$0 to  $ 1,0 00 -.........
$1,000 to  $5 ,000 ... 
$5,000 to  $10 ,000.. 
$10,000 to  $15,000. 
$15,000 to  $20,000. 
$20,000 t o  $25,000.  
$25,000 to  $30,000. 
$30,000 to  $35,000.  
O ve r $35,000.........

$2.16
2.79 
3.58 
4.5 0 
6.1 5 
7.11  
9.00  I

10.18 f
12.1 8 j

25 .0
43.4
23 .8

•* 6.0
1.4

.4

The foregoing charges, with minor exceptions, became effective Janu ary 1, 
1964, prior to which  date (an d for  the  preceding 5 yea rs)  the charge had  been 
$2.88 for a ll cars,  regardless  of age or value. The mult ileve l scale, above, w as an 
important step  in the right direction because  it  provides some incen tive for  acqu i­
sition of new cars,  and con stitutes some recognition of the  economic principles 
expressed in II.R. 7165, but this action simply emphas izes the importance of such 
legislation.

Notice particular ly th at  more tha n 90 p erce nt of the  fleet, inclu ding  all cars  
with a value  of $10,000 or less, still  can be ‘•taken” and  used, by nonowners, 
for  a weigh ted average charge of less than $3 per day.

This  is a shocking fact  when you cons ider—
The daily  ren tal  of abou t $10 which you pay for  a $3,500 automobile, or 
The fact  th at  a $6,000 truck-trail er gene rally  commands a ren ta l of $10

per  day, or
The fac t th at  a $6,000 fa rm tra ctor  gene rally  ren ts for  $3 pe r hour .

The curre nt charges are based upon accounting  theories which give no recog­
nition to income taxes (which are  costs to the  car  owner  and  deductions to  the 
car  use r) ; nor to “profit” in add ition to “re turn  on investm ent” ; nor to risks  of 
ownership, such as obsolescence, and  the owner’s lack of cont rol over his  car 
fleet.

For  example, if income taxes were  included in the  ow ner’s costs, covering c ars  
in the $10,000 to $15,000 bracket, the  per  diem charge would be $6.56 ins tead of 
$4.50—with no o ther changes in the  formula which produced th e cu rre nt charges.

With  respe ct to ownersh ip risks, a 2-year  study by the Burlington,  covering 
600 new boxcars, showed th at  we h ad the  use  of these  cars, on our own lines, only 
12 percent of the  time, i.e., th at  they  were beyond our  control, on the lines of 
other rail roads, 88 percen t of the  time.

It  is obvious, I submit,  th at  the  cu rre nt  charges are too low to make new car 
ownership a tru ly at tra ct ive inves tmen t. But a fu rth er  powerful  reaso n for  
early enactment of th is legislation is the  fac t that  some roads  have  refused to 
pay the cu rre nt charges, others  have  att ack ed them before  the ICC and, in 
any event, the  Commission mus t and will prescribe proper charge s for  th e fu ture  
in the  pending litigat ion  now before  th at  tribuna l. It  should approach  this task 
with  a clear understanding of the  congressional int ent  th at  such charges be 
fixed upon a basi s which will make ca r ownership att rac tive.

H.R. 7165 would provide thi s clari ficat ion. The rai lroads  which I rep resent  
urge thi s committee promptly to subm it a favorable  report on H.R. 7165 and 
thus make it crysta l clea r th at  fre igh t ca r ren tals should be established  on a 
basis which will, in the  words of the  bill itsel f, “encourage the  acquisi tion  and 
main tenance of a ear  supply ade qua te to meet  the needs of commerce and  the 
nat ional defense.”

Ju st  a word in conclusion about the Senate bill, S. 1098, which passed the  
Senate. Jun e 30 last , and which,  except for  an unfor tun ate  committee amen d­
ment, is exactly the  same as H.R. 7165. The effect of the  Senate comm ittee 
amendment is s tat ed  in th e committee  report as fo llows:

“A committee amendmen t to S. 1098 adds  a new sentence empowering the  
Commission to apply  select ively incentive  elements in any increased  per  diem 
charge. Under thi s amendment, the  Commission would be authorized to make  
such incentive element or any pa rt  there of, in applicable  (1) to ca rri ers de ter ­
mined by the  Commission to own an adequa te number of cars to meet their  
responsibi lities , (2) to ca rriers  terminating a sub stantially higher percentage 
of interl ine  traffic than  they orig inate, (3) to types  of fre igh t car s of which

54-899— 65------ 8



108 NATIONAL FREIGHT CAR SHORTAGEthe supply is adequa te, and (4) to such other cases or circumstances  as the Commission finds to be in the public  in terest.”The railro ads which I represent are  strenuo usly opposed to this amendment. They  are convinced it  is unsound as a matter of law, equity, and pra ctic alit y. They believe it would destroy the effectiveness of the bill to accomplish its intended purpose, and earnestly urge you to report H .R . 7163 as introduced, without such a crip pling and emas culat ing amendment .The basic  vice of  the amendment is the fa ct  tha t, appare ntly, it would per­mit the Commission to prescribe dozens of diffe rent  car-r ental charges for  the use of the same car , depending upon the fina ncia l, geographical, or other condi­tions, of the differ ent car users. This is a fal se  and vicious concept on its face , and is contrary to the opinion of the Supreme Cou rt in C R Id P  R y . Co ., et al.  v. 
United Sta tes , 284 U .S . 80, 93, 96-97. In th at  case, the court  overturned as arbi trar y and unreasonable an I.C .C . order which undertook to relieve certain railro ads in whole or in part, from per diem payments (for  reasons sim ilar  to those advanced by the sponsors o f the Senate committee amen dmen t). In effect, the c ourt said tha t car  owners are entitle d to a “ fixed sum per day for  every car used by a foreign line ” witho ut regard  to the effect  of such charges upon any parti cular  car user or group of car  users. The  Sena te committee amendment, or any amendment designed to give  specia l treat ment  to any group of car users, would threaten  the constitutional val idit y of the bill , and almost certain ly defea t its major purpose.From a pra ctic al standpoint, it is obvious tha t an accou nting  nightmar e would be created if  car rental charges for the use of the same car should depend upon the financ ial or other condition  of  diffe rent  users, but the amendment is impr actic al for  other reasons. The theory inherent in claus e (2) of the amend­ment is the fund amen tal cause of all  our difficulty, namel y, the unwillingn ess of certain roads to bear their share of the equipment burde n; their  insistence upon doing business with cars owned by othe rs; and thei r cons tant  effort to depress car rental charges to the lowest possible level. I f  the Congress, even by implic ation, gives any recognition to this  false concept, its effor ts to improve the natio nal car supply, by providing incen tives  for freight-ca r ownership, may well be frui tles s and wholly  ineffectiv e. If , as now, certain railr oad s can con­tinue to appropriate and use fre igh t cars owned by others, by payme nt of a depressed and inadequate rental, the damage is double barreled . The car  user thus fort unat ely situat ed has no incen tive to acquire more ca rs ; and the car  owner, whose cars are thus used, has  no incentive to add furt her  units to his fleet. The amendment is thu s dia me tric ally  opposed to the basic philosophy of the bill, and would tend to perpetuate  the evils which it is designed to cor­rect. I f we are to rebuild Am eri ca’s freight-ca r fleet, in consonance with the President ’s effort to “b uild a second Am erica,” such fals e concepts must be sum­mari ly rejected.I should add that  the foreg oing is not intended to suggest  indifference to the financia l plight  of the New Eng lan d roads, nor is it intended to foreclose due consideration of their intere sts in appro priate  proceedings before the Int er­state Commerce Commission. Ra the r it is based upon the propositions (1) that  the bill, H .R . 7165. relate s solely to the level of per diem or car-h ire charges , as distinguish ed from the apportionment of such charges among car  users, (2) that  if  and when a proper level of per diem charges is prescribed, car owners will  be entitled to receive such charges with out regard  to the iden tity  of car  users, and (3) that  i f hards hip resu lts from observance of  these sound principle s, reli ef is obtainable in proceedings befor e the I. C .C ., which do not involve the level of per diem charges, but, inst ead,  the apportionment of such charges among car users. I conclude by quoting from  the decision of the Supreme Court in C R Id P , 
et al. v. United Sta tes , s upra:“ If . as claimed, the earn ings of the short lines are insufficient to enable them to make ful l payment of car-h ire costs, the Commission may be able to afford a remedy by increasing the rate s, or by a read justm ent of the division of join t rates . New England  Di visio ns  Cas e, 261 U.S . 184: Bea umo nt, S.  L . d  TF. Ry.  v. 
Unit ed Stat es, 282 U.S.  74. It  canno t be done by confis cating for their  benefit the use of  cars of other railroad s.“ The case does not present a question of apportionment of car  hire  costs. The Commission undertook to determin e, and did determin e, what  was a rea­sonable compensation for the use of cars , and defini tely fixed that  compensa­tion  on a per diem basis. It  then, by its order, denied such reasonable com­pensation in certain  cases. This is in no proper sense an apportionment of ex­pense, but a plain giving of the free  use of property for  which, the Commission had concluded, the owner should be paid . * * *”
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E x h ib it  C
Boxcars owned and 'percent of “home” boxcars on line

O w ned H om e c ar s 
on line

P e rc en t

B ost on  a n d  M ai ne :
J a n u a ry  1965... .................................................... 3,1 89 1,023 32.1
A ugust  1965............................... ............................................... 2,9 64 886 29 .9

N ew  H av en :
J a n u a ry  1965.............. . ........... ................... . ........................... 3, 535 1,3 70 38.8
A ugust  1965......................... ..................................................... 3. 535 1,345 38 .0

P .R .R .:
J a n u a ry  1965..................................... ....................................... 38 .702 16,693 43.1
A ugust  1965............................. ........................................... 37,825 15, 716 41 .5

N Y C  sy st em :
J a n u a ry  1965. ............................................................................ 36 ,41 0 12,848 35 .3
A ug u st  19 65 --. ........................................ ................................. 35,4 97 13,600 37 .8

A ll  clas s I  U .S . ro ad s:
Jan u a ry  19 65 .............................. ............................................. 596 ,602 221, 230 37.1
A ugust  1965............................................................................... 589 ,002 215, 037 36 .5

So ur ce : A A R -C S -S A  R ep ort s.

Mr. Martin. As I  said yesterday , I  speak in the  suppor t of th is leg­
islation on behalf of 26 railroads who collectively own about 40 per ­
cent of the  na tional freig ht car fleet. I emphasize the  fact tha t these 
railroads are not located in any one section of the country. They serve 
all par ts of it. I missed one or  two yesterday in my extemporaneous 
remarks so I  will now repeat  not all of those that are listed on the 
writ ten statement, bu t some of the more imp orta nt ones.

In the E ast we have the  Chesapeake & Ohio, Baltim ore & Ohio, and 
Western Maryland. In  the South we have the Southe rn Rai lway, the  
Louisville & Nashville, the Illino is Centra l, and the Gulf, Mobile & 
Ohio. In  the West we have Santa Fe, Bur ling ton lines, the Denver 
& Rio Grande Western, Grea t Northern, Nor thern Pacific, “Frisco,” 
and Western Pacific.

Those of you who know even a lit tle about the ra ilroad ne twork will 
understand from this that among the ardent supporters of this legis­
lation a re railroads serving all pa rts of the United  States .

I will not, because of what transpired yesterday and because of 
what appears in my w ritten  statement, devote very  much time to the 
extent and severity of the car shortage in which we now find ourselves.

I do w ant to emphasize the fact  th at these r ecurren t car shortages 
have ceased to be ei ther seasonal o r regional. Time was perhaps 10 
years ago or thereabouts,  when serious car shortages were concentrated 
dur ing the fall harvest season, and even then were concentrated  to a 
large exten t in the grain producing areas of the country.  That has 
changed and changed radically.

Today these shortages are nationwide and are almost continuous 
throughout the year. This is an important change in conditions which 
I hope the committee will keep in mind.

Las t year ’s shortage was characterized as the worst yet and this 
year there is every indication tha t the  shortage will be even worse than 
it was last  year. The fre igh t car ownership of this country is at a 
record low. lower than  it has ever been during this current century. 
There is before you on the easel a chart and which you will find ap­
pended to my written statement, which I  think  you have before  you,
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the same char t and with respect to  those charts I want to emphasize 
only one point.

You  w ill see on the  bi g c ha rt,  wh ich  is on the  easel, some red h atched  
line s th at  show a dro pof f even more prec ipita te th an  t he  d ropoff  tha t 
appeare d on the  ch ar t as or ig inal ly  made up. Th is ch ar t was pr e­
pa red fo r the  Senate com mit tee he ar ings  in Ju ne  of th is yea r. The  
red  ha tched line  which exten ds down to September 1 of  th is yea r, 
shows th at  the dro p in ow nersh ip of plain  boxcars has  been even more 
prec ip ita te  since J un e t ha n it w as imm ediate ly p rior  to June .

The pl ain box car  own ers hip  is at a dan ger ously  low’ level and  some­
th in g oug ht  to be done ab ou t it.

Th e Chairma n. W ha t do you  mean by the  dro p in boxca r own er­
sh ip ?

Mr . Martin. I  mea n the to ta l ca r fleet of the cou ntry.
Th e C hairman . Availa ble?
Mr . Martin . You can  sta te  it either way. Th e owner ship or the  

serviceable ownership . Th ere are  d ifferences of about 6 o r 7 percen t. 
Th e figu res which  a pp ea r on th is  c ha rt and w hich ap pe ar  i n the  w ri t­
ten s tat em en t are ow nersh ip figures.

You will have to reduce them by 7 o r 8 perce nt in ord er to ge t the  
ac tua l availabl e ownership, because appro xim ate ly th at perc entage  of 
the  total  fleet  is out o f serv ice awa iting  rep airs.

Beca use those perce nta ges apply  all the  way across the  board  and 
because the  ownersh ip figures are more  rea dily ava ilab le, I  have used 
them.

I emphasize  only two  p oin ts there in connection wi th the decl ine in 
ca r ownership. Th is ch ar t and the  tab les  in the writ ten sta tem ent 
cove r a p eriod  o f 20 ye ars  from Ja nu ar y 1,1945, to  Se ptember 1, 1965. 
Dur in g th at  pe rio d, the  ownership of  all freigh t cars exc lud ing  ra il ­
roa d-owned re fr ig er at or  cars which are  no t sub jec t to per diem  
cha rges, there appe ars to  hav e been a loss of alm ost  300,000 cars .

Th e figure, as o f Septe mb er 1, was  296,383 an d I  believe th at  if  it 
w’ere brou gh t dow n to  d ate  i t would closely approa ch  a loss of 300,000 
frei gh t car s since 1945. Th e plain boxcar  own ers hip  as  of  Sep tem ber  
1, 1965—an d th at  is the figu re th at is exem plifi ed by the ch ar t—is 
down well ove r 200,000 since J an uar y 1,1945.

Then ju st  one more sta tis tic . Th is  ref ers to  the ins tal lat ion s and 
ret ireme nts  of  box cars . Dur ing 1964, t he  calen dar yea r, there  were  
ins tal led  18,061. That  is 18,061 new box cars  plac ed in service. Bu t 
37,301 were re tir ed  fro m send ee. Th e ra tio  of r eti rem ent s t o insta lla ­
tions for  t he  calen da r year was g reat er  th an  2 to  1 a gains t the  m ain te­
nance of  the fleet.

To  b ring  it even  more closely down to date, in Au gust of  thi s year,  
the  late st mo nth  fo r which the  fig ures  are  availa ble , 1,131 new boxc ars  
were ins tal led  but 3,895 w’ere ret ired. So the ret ire me nt of  boxca rs is 
sti ll proceeding r ig ht down to this  very moment a t a rate of be tte r th an  
2 to 1, reti rem ents versus i nst alla tion s.

The C hairman . Ar e those  IC C figure s?
Mr . Martin. Those  a re AA R figures. I  think  t hey  a re the  same.
Mr.  S pringer. Mr . C hairm an, I  have a  question.
You  mean bv “ ret ire me nt” those  are  out  of existence?
Mr. M artin. Yes, sir.
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Mr. Springer. Permanent, these are not going back in to be re tired ?
Mr. Martin. I mean they are out permanently.
Mr. S pringer. They have gone?
Mr. Martin. They have gone, yes.
Air. Springer. At the rate  of approximate ly 3 to 1 ?
Air. AIartin. I t was 3 to 1 in August. I wouldn’t want to mislead 

the committee. I wouldn’t say the current rate is going to  continue at  
tha t ratio . I t was about 2 to 1 in 1964, and I  wouldn’t be surprised if 
we had a full calendar year in 1965 tha t it would be also 2 to 1. It  
was 3 to 1 in August of this year.

Air. Rogers of Texas. Air. Chairm an, what caused the upsurge  in 
1958?

Air. AIartin. 1958 was a very good year for  rail road traffic. I 
wouldn’t want to undertake to answer that question completely. I 
know tha t was a good rail road year.

Air. Rogers of Texas. If  we could find out-----
Air. AIartin. It  was not really too much of a surge. I wouldn’t call 

tha t a surge.
Air. Rogers of Texas. It  is to look a t it  from this direction.
Air. Springer. Wasn’t tha t the y ear we passed the Railroad Act of 

1958 and tha t gave you a gre at deal o f encouragement ?
Air. AIartin. That is right.
Air. Springer. Substantial par ts of assistance in that 1958 act?
Air. AIartin. Thank you, Air. Springer . Tha t is correct. The 

Transportation  Act of 1958 gave us some tax  relief in the form of 
investment credit

The Chairman. We also passed a loan guarantee bill in 1958 ?
Air. AIartin. Yes, but that  didn’t do much.
The Chairman. It  should have done something.
Air. AIartin. It  was not even used by the  industry.
The Chairman. Of course, the ICC said yes terday that in 19641 here 

were approximately 36,000 cars in use and about 50,000 retired. Those 
were the latest figures.

Air. AIartin. The committee is busy and so am I and the others 
around here ; so let us not  spend any more t ime on a demonstration of 
the fact  th at the freight car fleet of the U nited  States is at  i ts lowest 
level in this century, tha t the downward trend of the fleet so fa r as 
boxcars are concerned continues at an even accelerated rate  and tha t 
everybody in this room can see something needs to be done about it.

Wi th tha t let us try  to find out what  caused it and what we can do 
about it.

In  my view and the view of these railroads which I represent, there 
are many contr ibuting causes, but the outstanding , all important  
fundamental cause of the precarious condition in which we now find 
ourselves is the fact th at for generations the car  rental which one ra il­
road gets from another when its car is on the lat ter ’s line has been 
depressed, held down to such a low level tha t there  simply has been 
no incentive to buy or build  fre igh t cars.

You don’t put  your money into any investment unless you hope to 
make a lit tle profit out of it. You hope that  you will certain ly break 
even without loss. This is particular ly true when you put your money 
into an item over which you cannot maintain constant and complete 
control.
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As I think most of the committee knows, railroad freigh t cars do 
and must roam all over the United States. This is as i t should be. 
This produces the most efficient railroad transpor tation system in the 
world. But i t does mean tha t the owner of a freight car cannot control 
his property when i t leaves his railroad and goes into the line of an­
other.

Tha t simply aggravates the viciousness of this low rental policy 
which has prevailed for 25 or 30 or 40 years and which has created the 
downward trend  in car ownership. It  has simply been a very bad 
investment to put  your money into fre igh t cars.

Every railroad tried to avoid it so f ar  as thev could. This is the 
simple economics of this situat ion which I touched upon briefly yes­
terday.

If  you discourage ownership or production  of any item or article by 
making i t unprofitable to pu t your money into it,  you are natu rally  go­
ing to exert a downward pressure on the supply of that  item or that 
article. Conversely, if you create a condition under which the invest­
ment is profitable, you stimulate product ion or acquisition of that  
item and this in essence is the cause and condition in which we find 
ourselves.

Reverse the trend and ins tead of discouraging investment in freight 
cars, encourage investment in fre igh t cars and tha t is the purpose of 
the bill.

To illu strate  the wisdom and soundness of that  basic economic phi ­
losophy, I need refer only to the  fac t th at highway trailers are in ade­
quate supply in this country. The truck ing industry isn’t down here 
before you, as we are, seeking some help in the way of a method to 
stimulate production  and acquisition of highway trailer s. Why do 
you suppose tha t is ? I  think  tha t I  can tell you.

A highway tra iler costs about $6,000. It  rents, when it is off the 
owner’s line, for around $10 a day. The modern fre ight car that  is now 
built  costs between $12,000 and $15,000 and what is the rental ? Fou r 
and a half  per day. So for a tra iler tha t co t̂s less than half of the 
current boxcar costs, the  trucker-owner gets more than  twice as much 
per day when it  gets off the line as does the owner of the  boxcar.

There you have simple economics at work again. This is why you 
have a serious shortage of boxcars and an adequate supply of highway 
trailers.

This has come about, this  long period of wholly inadequate rentals 
which have discouraged boxcar ownership and created these new, 
almost continuous shortages, as a result of the fac t that  until very re- 
centlv there had been an effort within  the railroad indust ry to estab­
lish these rental changes by agreement.

The difficulty with tha t was that  a large group of roads not so large 
on a car ownership basis, something less than 30 percent, were consti- 
tutiona llv and every othe r way opposed to any increase in rentals no 
matter what.

Jus t like a tenant under rent  control d idn’t see anv reason for paying 
more rent as long as he could live there at the  rental established before 
the control.

Thev are against high rentals. Thev are against anv increase in 
Tentals, so during all th is period when the effort continued to t ry and
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fix these per  diem charges by agreement within the industry, this con­
stan t downward pressure was exerted by those who opposed th is b ill; 
by those who generally termina te a large volume of traffic in relation 
to thei r origina ted traffic. This was anathema to them.

The compromises always were on the down side. That helped p ro­
duce the condition in which we find ourselves. This is fur the r em­
phasized by the curren t sliding scale which went into effect Jan uary 1, 
1964. There were minor, later amendments, but the bulk of this 
sliding  scale became effective Jan uar y 1,1964.

Pr ior  to  tha t time, all cars paid the same renta l per day regardless 
of value or anything  else. It  was $2.88 then. The sliding scale cre­
ated a sliding scale under which the daily charge was re lated to the 
value of  the equipment. But when you computed a weighted average 
of the  sliding scale you came out to a figure sligh tly less than $2.88.

Otherwise, we who favor adequate per diem would never have been 
able to get it th rough  the AAR committees. This downward pressure 
exerted by my fr iends, who don’t like thi s legislation, kept th at slid ing 
scale from producing an adequate retu rn and an adequate incentive 
for car ownership.

So much for the causes of this condition.
I want to hasten along because I would pref er to submit myself to 

questions and thereby develop more what you are interested in.
The cure is just  as obvious as the cause. Pu t some profit in fr eight  

car ownership, authorize the Commission to add a little lagniappe,  a 
little  increment after it has determined what our costs of ownership 
are, p ut a lit tle “plus” in there, put some profit in car ownership, p ro­
vide some incentive for the investment in tha t type of equipment, and 
if our economic system is what  we th ink  i t is, and if economic law is 
still valid, you will get the  f reight cars. That is the basic philosophy 
of this bill. I submit to you it is fundamentally  sound.

There is this  conflict between no t the Eas t and West—it used to 
be that but it is no longer tha t—but it  is essential ly a conflict between 
terminating and originating lines, and lines of those types exist in all 
parts  of the country. This  is an almost irreconcilable conflict of 
intere st between these two groups of carriers. I t has not been re­
solved within the industry . I myself, a fter 10 years of close contact 
with  the problem, am completely convinced it cannot be resolved 
with in the industry, at least not in such a way as to arres t th is down­
ward  trend and produce some real incentive for car ownership. So 
what  is the perfect ly logical way to bring  about order in th is chaos? 
It  is  to  leave to th e impa rtia l arbiter , the Intersta te Commerce Com­
mission which Congress created for such purposes, the responsibility 
and th e authority to prescribe these charges on a basis which will meet 
the guidelines which you would provide by enactment of this bill. 
You tell the Commission that  you want them to fix these charges on 
a level tha t will make car ownership attract ive, and then let them 
resolve this after hearing all the evidence. We will have an order 
and we will not  have to make these compromises which have destroyed 
the na tional  car supply.

I should add tha t there are no  other  concrete suggestions for coping 
with this  problem tha t I know of except t ha t which is incorporated  
in the legislation before you. I  have not heard  a single alternat ive 
concrete suggestion for improvement of this national car supply.
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My frie nds , from whom you  wil l he ar  th is  aft ern oon or  lat e th is 
morning,  the ir remedy is ju st  to  leave  i t alon e and say, “D on’t worry , 
gent lemen. We  will  tak e car e of  th is with in  the indu str y.” Tha t 
effort h as been m ade  fo r more th an  10 years to  my persona l knowledge. 
They will  tel l you abo ut task  forces an d th e committees. Baloney. 
The only  concrete, prac tic al sugges tion fo r solution of  th is  problem  
lies in your han ds,  the  enactment of  th is  bill , and subsequ ent act ion  
by an im pa rti al  arbi te r such  as th e In te rs ta te  Comm erce Commission .

I  should point  out  th at  t hi s bi ll does  n ot  do some th ings  th at  some 
people have suggested it  wou ld do. I t  does no t hav e an ything  t o do 
with the  com putatio n of a ca r o wnership  f ormula which would un de r­
tak e to decide how many ca rs each ra il ro ad  should  own. I t  does no t 
at  all affect  the Commiss ion’s power in th at  area. The Commission 
can  do anything  now in th at  a rea th a t it  could do af te r enactment of 
the bi ll. I t  does not change t hat a t a ll.

I t  does no t affect the Com mission’s pow ers  over car distr ibut ion or 
th e car service rules. The se are  s ubjec ts ove r whi ch the Commission  
now has  wide  power . I t  will  sti ll hav e it  a ft er  t he  b ill. I t  does not 
change  it .

Th is bil l is p oin ted  t ow ard th e one metho d whi ch seems to hold the  
gre ate st hope  fo r success, and th at is an  ince ntiv e factor  in  the per 
diem charg e.

Inc ide nta lly , while there is a good dea l in  t hi s record  abo ut owner ­
ship formulas , and the numb er of  cars  each ra ilr oa d sho uld  own, w ho 
is a defic it line and  who is not ; th at  r ea lly  has no th ing to  do  wi th  th is 
bill.  I am not sure I  un de rst an d why it  is suggested , ei ther  by the 
Comm ission or some of  t he  b ill ’s oppone nts . To det erm ine  t he  n um ­
ber of  ca rs each ra ilr oa d sho uld  own is a difficult  questio n.

The  Commission  may  try  to mak e some calculatio ns in th at  rega rd  
in th e case which is now pe nd ing  befo re it. I  suspect th ey  may . How’- 
ever,  th is is someth ing  on w hich the pa rti es  i nvolved never will agree. 
Somebody has to decide fo r them.

The beauty  of th is  b ill is th at  it does not  make any difference how 
many cars the oreti ca lly  ra ilr oa d A  sho uld  own and how many cars  
theore tica lly  ra ilr oa d B sho uld  own. You can  evade th at  tro ub le­
some issue alt og eth er if  t hi s bil l works as I  th ink it would, because if 
you create a sufficient incent ive  fo r ca r const ruc tion and car acquisi ­
tion, then you will get the car s and  it  won ’t mat te r wh eth er ra ilr oa d 
A or  ra il ro ad  B  buys them .

Each will be protec tin g his  own economic  intere st and  you will  get  
the cars. It  makes no differen ce wh eth er it  i s thou gh t by some ivory 
tow er gro up or  ind ivi du al th at somebody ou gh t to own more  th an  he 
has or  th at  somebody does no t need more.  You will get the cars.  
Th at  is one ad va nta ge  of  th is bill.  I t  would tend to make unneces­
sary all th is  squ abbling  about what const itu tes  a prop er  ownership 
formu la a nd what n um ber of  cars  each ra ilr oa d sh ould own.

Ju st  a word about the good guys and  t he  b ad guy s and  w ho are  t he  
cu lpr its  in th is play . I  will  no t nam e indiv idu al names unless some­
one else does a nd I  am forced  to, bu t I wou ld inv ite your att en tio n to 
the  sta tem ent  by Ch ai rm an  Webb of the  In te rs ta te  Commerce Com ­
mission yesterday.

He  h ad  some very int ere sting  sta tis tic s on plain boxcar  ownership, 
and I  j ott ed  dow n j us t a coup le o f t hem  w hich I  w ant t o give  you.
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Between Jan uary 1, 1959, and Jan uary 1, 1965, a 10-year period, 
eastern di stric t lost 36.9 percent of its boxcars.

During the same period the western dis tric t lost only 15.7 percent, 
another comparison taken from the statement attached to Chairman 
Webb’s testimony.

Computing the total  serviceable ownership of plain  boxcars at 
three different dates, 1956, 1960, and 1965, here is the ownership at 
those times with respect to the eastern dist rict  roads and the western 
roads:

Eastern distr ict, 1965, they owned 16.3 percent  of the total service­
able ownership of plain boxcars.

In  1960, it was 15.5; in 1965, it was 13.7; it is down, down, down.
What happened in the  West? In  1965, tha t group owned 46.9 per ­

cent of the plain serviceable boxcars. In  1960, it  was 48.8 percent; in 
1965, it was 53.4 percent ; it is up, up, up.

Who are the culprits? Who comes before you with the cleaner 
hands  ? You answer the question.

Just one more statistic. I don’t have the up-to-date figures on this 
but I had them for the Senate committee hearings in June , so I  give 
them to you now.

Consistently the so-called te rmin ating lines, the group of railroads 
which are here expressing thei r opposition to this sound legislation, 
consistently, month afte r month and year aft er year, have on the ir 
respective lines to do business more cars than they own. This  is con­
sistent. Likewise the roads tha t I represen t, the roads which favor 
this legislation as a group, consistently are able to hold on to the ir 
railroads less than 100 percent of thei r ownership,  fewer cars than  
they own.

The actual statistics, which involved a grea t deal of calculation  and 
I didn ’t have time to do i t for this appearance, but the figures I  had 
were for March 1, 1965, where I took all the opponents of the bill 
and calculated the percentages of ownership on line and all the sup­
porters of the bill and calculated the percentages of ownership on 
line, and produced these figures.

The g roup I represent had 89.9 percent of the ir ownership on line ; 
the opposing group had 111.2 percent.

This is a very consistent p attern, gentlemen, those who do not like 
this bill, those who exert a constant downward pressure, those who 
created this condition, if you please, consistently have on their lines 
more cars than they own. We, the good guys, consistently  have fewer 
cars than we own. Somehow or other they keep them and hold them.

Just a word or two, because I have to be in Los Angeles late this 
afternoon and cannot stay here to hear all the kind  words tha t will 
be said about me and my friends by Mr. Perlman, Mr. Newton, and 
others, I would like to antic ipate what  they will say in one or two 
respects.

They will tell  you that they have a terrib le time, tha t they consist­
ently have more cars on their rail road than  they know what to do with. 
It  is jus t terrible. These car service rules  make them send cars off 
line but they jus t can’t do it. It  is a prac tical impossibility.

Now, isn’t th at too bad? When we have had a continu ing service­
able car shortage, isn’t it unfortuna te tha t somebody has more cars on
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his railroad than he knows what to do with? This argument might 
be valid sometime, if  we ever reach the point, where there is an ade­
quate nat ional car supply, bu t ri ght  now, to have someone say I  can’t 
get rid of the freight cars in about as ridiculous a statement as you 
can make.

Everybody who has a freigh t car these days can make three o r four 
times as much in freight revenue out of using it than  he has to pay 
to the car owner in the form of per diem rental charges, so this argu­
ment is a phony as a $3 bill on i ts face as long as there is a freight 
car shortage, and I  repeat to you that we now have an almost continu­
ous freight car shortage nationwide. So that  is the  first reason why 
this statement of theirs, tha t they have trouble  gettin g cars off line, 
has not validity under present circumstances.

However, more than that  it has no validity  as a matter  of fact. 
Even though i t may have a lit tle as a mater of theory there is none as 
a matter of fact.

They talk about car service rule No. 1, which states that  you are sup­
posed to use a foreign line car and load it  home to the  owner in pre f­
erence to the loading of your own car off your line.

The rule does say that,  and theoretically it presents a problem to 
them. Practical ly, however, i t does not—first, for the reason I sug­
gested tha t during  a car shortage i t is dandy to have all t he cars you 
can get.

However, more impor tant are statistics maintained by the AAR 
year afte r year which show the percentage of your home-owned cars on 
home line and the ratio or the number of your home cars which are off 
line, and there is at tached to mv written s tatement  a li ttle table which 
shows that  the most vigorous opponents of this bill get thei r home- 
owned cars off line to jus t about the same degree as all ra ilroads in the 
country.

They say they cannot do it but  somehow or other they do do it. 
You should decide these issues on facts and not theories.

I would invite your atten tion to th at table which is appended to my 
written  statement when these gentlemen tell you th at they are in this 
unfor tunate position of not being able to get their home-owned cars 
off line and, therefore, see no reason why they should own any.

Now just a brief word and I  am through.  I  want to speak about the 
unfor tunate pligh t of some of the New England  roads. My good 
friends, the “Penn Central,” used to ta lk about how unfo rtuna te they 
were, but they are doing pret ty well these days.

This leads me, also, to the Senate committee amendment to this bill 
to which T paid my respects in ra the r plain  language yesterday. Tha t 
was put forward as an effort to ameliorate the difficulties of the un­
fortunate New England roads and perhaps some others.

I  told you then why this could not be done, either legally, ethically, 
or practical ly through the medium of a reduction in the car rental 
charge. Once the Commission fixes these charges as it  will and must 
under pleadings pending before it, and I  hope it takes  that action with 
the congressional guidance which these bills would give i t, once tha t 
is fixed then tha t cannot be altered by deciding that one of the users 
of this  parti cular car has a lit tle less money than  another and cannot 
afford to pay quite as much, or because railroad “BCD,” and so on,
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serves a part icular part of the country aucl has a part icular traffic 
mix.

Once the value of the car is fixed by the impartial arbite r, the  ICC, 
then that  is it, the amount of money tha t the owner must get.

We are not yet, I hope, into the Communist or Robin Hood philoso­
phy whereby you are going to reduce the fa ir rental value of a piece of 
equipment because somebody is having a litt le difficulty or because he 
happens to serve a parti cular territory. There are other ways of 
taking care of those things. The Supreme Court has said that. How­
ever, you cannot do th is by confiscating the property of the  car owner, 
which you do when you force him to permit use of his equipment at  a 
less than fair  rental as fixed by the Commission.

There are a few other ways tha t these problems can be taken care of. 
I don’t mean to pose as a Simon Legree. These gentlemen have some 
problems which I concede but the way to correct them is not  through 
a depression of the  per diem charge which has created and caused our 
recurring  car shortages.

The way to do it is as the  Supreme Court has said—give them a big­
ger cut from the revenue pie from transpor tation of the shipments. It  
also can be done by reclaims of one sort or another which might lessen 
the impact on a terminating railroad, and conceivably spread the 
excess per diem afte r a reasonable time back over some of the other 
part icipants  in the transpor tation .

There is a considerable amount of free  time allowed on some of the 
terminating roads. I think they are trying to do something about 
that.

Incidentally, this philosophy which you will hear advanced that 
all of the burdens of this car ownership problem rest on the termi­
nating line are not true.

They do have problems, particular ly those who serve the ports. It  
is difficult to get the cars released. But don’t forget  tha t the origi ­
nating railroad has the same sort of a problem before the heavy move­
ment, of any basic raw material or commodity.

We out in the Grain Belt right now are holding cars for prospec­
tive loading which we know is there and is coming within a few (lays 
for the same purpose.

We have to pay per diem on tha t type of stuff in advance of the 
movement just as the terminating line in some cases has to pay per 
diem during the unloading period, so it  is not all one way.

The ultimate fact is that  you cannot lawfully  do what the Senate 
amendment contemplates, and that  is to confiscate the proper ty of the 
car owner to a Robin Hood reduction in car rental charges for the 
benefit of somebody having a hard time.

You could not do tha t in any case, but  you should not do i t because 
that, is exactly what created this condition, this downward pressure in 
behalf of the terminating line.

I ask you first, if you will, please, and if you can find the time to, 
read the writ ten statement tha t is in the record.

I ask you then to report favorably the House bill as introduced 
without the Senate amendment, or w ithout  any other amendment.

I will be glad to answer any questions which occur to anyone.
The Chairman. Mr. Rogers?
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Mr. Rogers of Texas. Did I understand you to say tha t the roads 
you represent had on their  own lines only 89 percent of the cars which 
they own?

Air. Martin. That is ri gh t; at  that period which I mentioned, which 
was March 1. All cars on all of these lines which I represented, 
counting the cars owned by the  other  rai lroads as well as the cars  that, 
they themselves owned, add those up together and they constituted 
only 89 percent of the cars which they own.

Mr. Rogers of Texas. They own about 40 percent of the freight 
cars?

Mr. Martin. That is right.
Mr. Springer. According to your statement you represent  23 rail ­

roads. How many standard railroads are there roughly ?
Mr. Martin. I don’t know wha t you mean by “standard .” There 

are some small ones. I would say there  are about 26.
You are asking how many of my clients are class I ?
Mr. Springer. How many class I  railroads are there?
Mr. Stevenson. There are about 100.
Mr. Springer. You represen t a thi rd  or a four th of all the class I 

railroads ?
Mr. Martin. I won’t quarrel with tha t statement. I don’t know. 

It  is more or less insignificant.
Mr. S pringer. Is your statement correct tha t one-third  of the rai l­

roads own 40 percent of the freight  cars ? Is that correct ?
Mr. Martin. If  your assumption is correct the conclusion is cor­

rect.
Mr. Springer. Seventy-five railroads, class I, own 60 percent?
Air. Martin. That is close to being accurate.
Air. Springer. That is the way 1 inte rpre t your statement.
Air. AIartin. That is nearly right .
Air. Springer. So, in effect, wha t you have here is an economic dis ­

pute between the so-called haves and the havenots. Is that  right ?
Air. AIartin. To a considerable degree th at is correct. However, its 

effect on the national intere st far exceeds the importance of th at fact.
Air. Springer. There is a problem in my area every fall. Every time 

we have a harvest we car ry only com and soybeans, but it seems their 
elevators are calling me a t home every nigh t and before I get up in 
the morning and want to know what they will do about boxcars in 
which to put grain.

This is a serious problem in my area without question. I believe it 
has been tha t way every single  year I  have been in the Congress, and 
this is the 15th year I have been here.

Air. Martin. That is r igh t, and it is spreading  now to other areas 
of the country.

Air. Springer. I thin k you made an excellent statement for your 
position, Air. AIartin.

Air. AIartin. Thank you.
Air. K ornegay. You went into costs and data. You failed to men­

tion the anticipated useful life  of the freight cars.
Mr. Martin. It  is shorte r. The service life of  the t railer is shorter 

than  the service life of the boxcars, although the service life of the 
boxcar now is permitted to be 15 years. The service life of the trailers,
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those on our tru ck  line , some ru n 5 and 6 y ears bu t no t as hi gh  as 12 and 15 yea rs.

Mr . K ornegay. It  w ould  not be more th an  ha lf , then  ?
Mr.  Martin. Tha t is rig ht . Th e com par ison to th at  ex ten t is in ­va lid , M r. Ko rne gay.
Mr.  K ornegay. 1 tho ug ht  the  rec ord  sho uld  show th at .
In  yo ur  opinion, does the  IC C have the au th or ity  to  req uir e the 

eas tern ra ilr oa ds  to  rep len ish  th ei r depleted su pp ly of  boxca rs?
Mr. Mart in. In  my opinion it  does no t hav e th at  powe r and ough t no t to  have i t.
Mr.  K ornegay. I was t hink ing abou t subsect ion 1 of  the In te rs ta te  

Commerce Ac t, wh eth er or  no t in yo ur  opinion  as an expert in th is 
m at te r the Commiss ion had the au th or ity  to  req uir e th e indiv idua l 
roa ds  to  r eplen ish  th e supp ly if  th ey  fe ll below a ce rta in  p ercentage .

Mr.  M art in. I  do n' t th ink so. I  do n’t believe in th at  s or t o f t hing , 
pa rt icul ar ly  when  the  same res ul t c an be accomplish ed th ro ug h vo lun ­ta ry  ac tion t hrou gh  incentives.

Mr. K ornegay. You were  ta lk ing abou t how th is  who le are a was 
div ide d up  an d how it  was determined as to the number of  c ars  each road  would have.

Who  does th at ? Do  the y do it  vo luntar ily  th ro ug h a na tio na l asso ciation  ?
Mr . Martin . Th ere ha s been some at te m pt  in th at  di rec tio n in the 

pa st  an d there will  be, I  th ink,  some at te m pt  in th a t dir ection by the  
In te rs ta te  Com merce Commission in th e pend ing  cases, bu t I do not 
th in k it  can be ca rri ed  into  an o rder  d ire ct ing road  A  to  bu y x  numbe r of  cars.

I th in k t hat power does no t ex ist. T hat  is one of th e r easons  I  th in k 
th is  bi ll is so good, because if  you  prov ide  the ince ntives  for  ca r ow ner­
sh ip you  will ge t the  car s and not hav e to wo rry  about who it is th at  sho uld  buy them as a m at te r of  princ iple.

Th ey  wi ll be bo ug ht  by someone.
Mr . K ornegay. That  was th e po in t I  d id  not  u nd ersta nd . It  wou ld 

ap pe ar  to  me th at  unless somebody said th at  the  ra ilr oa d ha d to hav e 
so ma ny cars , so m uch  of  its  own equipment, wh at  would p reve nt  some­
body  fro m bu ying  locom otives ou t her e on the trac k an d using  yo ur  
cars or  any body else’s an d go ing  into th e ra il ro ad  business , par ticu ­
larly  when he cou ld rent  those cars at  less th an  th e ac tua l marke t pric e?

Mr. Martin . Y ou wou ld be surpr ise d. That  is ha pp en ing ri gh t 
now on some sh or t lines which  own no equ ipm ent . Th ey  have  a  loco­
mot ive an d use the othe r fel low ’s c ars. So, fo r some th is  is all  rig ht . 
These are sma ll roa ds a nd  th e t er m inat in g road  w ith  wh ich i t connects could af ford  to  pro vid e th e equ ipm ent  for  them.

The ve ry t hi ng  you ref er  to ex ists  today  in some cases.
Mr. K ornegay. In  th e sh or te r line s there is some disti nc tio n ove r 

the pr im ary line . Co opera tion does exi st fro m po in t to  p oin t.
Mr.  Mart in. Yes.
Mr. K ornegay. Tha nk  you  for  yo ur  statement .
Mr . Younger. Mr . M ar tin , you  spoke about Con gress te lli ng  the 

IC C  w ha t t o do. I  f ind  n ot hi ng  in  t hi s b ill  which  te lls  the  I C C  to  do  an yth ing.
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Mr. Martin. You don’t read it the same way I do, Mr. Younger. 
It  says you are directed to fix per diem charges on a level which will— 
and then go to the end—contribute to car service practice and en­
courage the acquisition of an adequate nationa l car supply.

Mr. Younger. It  says if  they  do anything they shall do it a certain  
way but it does not say they shall do anything. They have been 
passing this up for 10 years.

Mr. Martin. They cannot pass it up  any longer.
Mr. Younger. Why?
Mr. Martin. Because there  are fo rmal complaints now pending be­

fore them which require decision. We allege th at the rental charges 
are too low and we want you to give them some adequate guidelines 
for  tha t action.

Mr. Younger. We had that  out yesterday. You have more f aith 
tha t something will be done than  I have. Since 1958 you have been 
coming down with problems every year. The ICC has done nothing.

There  is nothing in th is bill which says they shall fix the rate a t $10, 
$5, or anything.

Mr. Martin. No, it jus t says they shall fix it  at  a level to encourage 
car ownership. They have not done anyth ing because nobody asked 
them to do anyth ing until  a couple years ago.

We finally did. Therefore, you must tell them how to proceed in 
that case and in all future cases, I think.

Mr. Younger. If  the bill is passed, we will see who is right.
Mr. Martin. Yes, we will. Maybe I am too confident in the jud g­

ment of the ICC. But I  would like to see them get the chance because 
this is the onlv concrete suggestion tha t anybody has submitted.

Mr. Younger. There  is nothing in the law th at  lias prevented  them 
fixing these rates a t any time in the  last 4 or 5 years, i f they wanted to.

Mr. Martin. Tha t is my opinion but it  is not the opinion of my 
opponents. They cite the 'Palmer case as p utt ing  l imits on wdiat the 
Commission can do.

Mr. Younger. If  your opponents have controlled the action th rough  
the ICC before they will probably control it  the next 4 or 5 years.

Mr. Martin. I don’t think so but we will wait and see.
Mr. Younger. That is all, Mr. Chairman.
The Chairman. Mr. Staggers.
Mr. Staggers. I have no questions.
The Chairman. Mr. Nelsen.
Mr. Nelsen. I have no questions, except to refer to the statement  

tha t you made yesterday, using the corollary  of rent  control, where 
production  or  build ing of facilities was natura lly diminished because 
of the  rent  control, and likewise you now mention the incentive which 
would come into play.

I might point  out tha t a number of years ago during the war we 
were short of linseed oil and the production of flax was stimulated by 
raising the level of support on the produc tion of flax. We immediately 
had the necessary production tha t we needed.

I t would seem to me th at the economics of your statement would 
move in tha t same direction. I have every feeling that  it would be 
productive. I thank the gentleman for  his statement.

Mr. Martin. I thank you for your statement.



NATIONAL FREIG HT CAR SHORTAGE 123
The Chairman. Mr. ITarvey.
Mr. Harvey. Thank you, Mr. Chairman. Mr. Martin, on page 13 where you set for th the current per  diem charges, I had a question jus t how those charges were assessed. Do they relate to the service life of the  boxcar ? In  other words, are these charges t ha t a re made at  the present time based upon the depreciated value of the car, o r are they based on the original cost of the car ?
Mr. Martin. They are based on depreciated reproduction value.Mr. Harvey. On depreciated reproduction value.
Mr. Martin. That is right.  When you get to the newer cars, it is the same thing.  When you get to  the older cars, of course you reflect the depreciation.
Mr. Harvey. The original cost plays no role whatsoever ?
Mr. Martin. Not except in connection with cars currently going into production.
Mr. H arvey. Let me ask you th is: The cars th at you have the most of the 1,000 to 5,000 category, where there is 43 percent—does tha t mean th at is the type of our car  they are producing chiefly?
Mr. Martin. No; tha t means those are the older cars tha t are still in the fleet.
Mr. Harvey. That reflects the age group of the average boxcar?Mr. Martin. Yes; to a degree, it does just  that.  Tha t table on page 13 of the statement has considerable significance; but it means tha t over 90 percent of the existing fleet still gets an average of less than  $3 a day for use of the cars within th at group.
Mr. H arvey. Who sets these values tha t determine wha t the rate is ?Mr. Martin. The values that you see on tha t table were fixed by a committee of the Association of American Railroads. In that com­mittee, these influences to which I have referred exerted the down­ward pressure tha t has been so unfortunate from the viewpoint of the national interest.
In order to get any increase, and in order  to obtain the adoption of a philosophy underlying  the sliding scale; we car owners had to go along with that scale. It  is much too low.
Mr. Harvey. I am not sure that  you understand my question, not tha t I understand your answer. What I am concerned about is, If  the per diem charge is based on the value of the boxcar, who sets th at value ? If  you go to a used car dealer and buy a used automobile, you get an apprai sal and find out what it is worth.
Does someone in the ICC appraise this and establish a value, or do you do that  ?
Mr. Martin. No; each road has its own accounting figures. He knows when his car was bought; he knows what it cost; he also knows by a lot of formulas and statis tics tha t the AAR and others have produced—I don’t know how valid they are—it is an accounting formula  that produces these values.
Mr. H arvey. So the  actual condition of the  car plays no role w hat­ever in its value. All you do is subtract the depreciation, and that is it.Mr. Martin. That is right . Th at is one of the innumerable de­fects in this  formula, that it gives no effect to obsolescence, which is becoming a serious factor.
Mr. H arvey. Thank you, Mr. Chairman.

54-8 99— 65------9
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The Chairman. Mr. Watson.
Mr. Watson. Thank  you, Mr. Chairman. Mr. Martin, I app re­

ciate your position so far  as the economic factors involved are con­
cerned. You say there has been no positive suggestion as to a solution 
to this particular  problem. But I  seem to sense throughout your testi ­
mony—and others—that, perhaps, we might not be in as bad a situation 
as apparently we are now if we could get the boxcars in the  right place at the right time.

Is there any merit  in that par ticu lar statement ?
Mr. Martin. Yes, Mr. Watson, there is meri t in it. Not as much as you might think.
Mr. Watson. The reason I ask tha t is because, even if we can 

get an additional supply of cars, unless we can work out this proposi­
tion of getting the boxcars in the right places at the righ t time, all 
we are going to be doing is compounding the problem of the owners, as you and others have said.

Mr. Martin. We need both:  there is no doubt about tha t. I be­
lieve this bill will give you both. In other words, I  think  it will get 
more cars in the national fleet by crea ting the incentive and profit 
in car ownership. I think  it will encourage the quicker movement 
and more expeditious movement of all cars because any user, when 
he is paying rent for an article, is going to release it quicker if he pa vs more rent.

It  will stimulate qiiicker movement as well as stimula te more production and acquisition of freight  cars.
Mr. Watson. This per diem charge—is tha t against the railroad 

that  has a freigh t car on its line, whether  in use or out of use ?
Mr. Martin. Yes, sir.
Mr. W atson. Is there such a proposition as a descrambling day? 

One gentleman says he doesn’t see his cars in 6 months: and, perhaps, 
it is remarkable if you find them within  6 months. Have you ever 
contemplated the matter of having a certain day when all the cars 
must be returned to the owner so he can take a new look at the situation  ?

Mr. Martin. Theoretica lly, th at would be a very fine idea from the 
viewpoint of the car owner, such as those roads I represent. As 
a practical matter, I think it would be utte rly wasteful and uneco­
nomical, and impractical . Because, i f you had a descrambling date, 
at least we would get our home-owned cars back home, which we 
have not had for a long time; and we would like that.  But it would 
really mess up the transportat ion of the country  and I could not 
advocate it.

Mr. Watson. Secondly, have you explored the possibility of work­
ing out certain periods within which you will require the carriers 
to send all foreign cars to a p arti cular area, such as Mr. Spr inge r’s, 
where you have a heavy harvest? Have you ever considered that aspect?

It  seems as if these might  be simple questions that  I  am asking, but, 
as a practical matter, they might work. Have you ever discussed that?

Mr. Martin. Yes, indeed; to a degree this  is done through so- 
called car-service orders of the Inte rsta te Commerce Commission.
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One  was rele ased ju st  the oth er day which  dir ec ted  ca rs of  ce rta in  
classe s to be sen t home ri ght now, eit he r un de r load or  em pty , be­
cause th e need is so gr ea t and because the roa ds to which  th e cars 
wer e dir ec ted  to be sen t were tryi ng  to do bus iness wi th maybe three-  
fo ur th s of  t he ir  ow ner ship, the rest be ing  off on somebody else ’s ra il ­
roa d.

We  need,  despera tely, some method where by we can  impro ve  thi s 
di str ibut ion and some met hod  whe reby we c an forc e a ra il ro ad  which 
has ou r car s to  get the m back more  quickly ins tea d of  keep ing  them 
in  b usiness on ou r inv estment. We need  th at  badly . I th in k t hi s bill  
would  help.

But  th at  real ly  is the  second step . Fr om  th e vie wp oin t of  the 
na tio na l int ere st,  the  fir st step is to get  an adequate ca r fleet, which 
we do no t now have. Tha t is the  po int I  wa nte d to emphasize . You  
ca n' t cor rec t th is by be tte r distr ibu tio n.

Mr . W atson. I  migh t agree wi th you  the re,  bu t I  belie ve you 
wo uld  have to  agree  wi th me th at  di st rib ut ion is one of  yo ur  majo r 
pro ble ms  and  not  necessari ly supp ly.

Mr. Martin. I  will  agree th at  di str ibut ion is one of the major  
pro blems.

Mr . AY vtson. AA’e can compound the  pro blem by inc rea sin g the 
su pp ly  wi tho ut wo rking  ou t the  p rac tic al di st rib ut ion of  th ese f re ig ht  
car s. You  mentio ned  ea rli er  th at  there is a reg ulat ion which  requ ires 
a te rm in at in g ca rr ie r to use a for eig n ca r pr io r to the  load ing of  his  
own  car , is th at  not corre ct ?

Mr. M artin. The theoret ica l reg ula tio n, yes.
Mr.  AA’ atson. I t is the ore tical.  Have you  ever discussed or  ex­

plored  the possibi lity of  p lac ing  a pena lty  upon th at  te rm inat in g ca r­
rier  w hich did  not,  in  f ac t, follow th at  regu la tio n and load the  f oreig n 
ca r ra th er  th an  load ing his  own cars ? Ha ve  you  eve r discussed 
th at ?

Mr.  Mart in. I  have discussed it direct ly.  I  hav e cal led  at tent ion 
to a not e in the  ca r service rules  which says  that  when th at condition 
ari ses  th ere o ught to be so me thing more tha n pe r d iem assessed ag ains t 
the user fo r keeping  the car . Th is is anath em a to my fri en ds  dow n 
east and they  h ave  so fa r been able to avoid such  a rule.

Mr.  AVatson. One final question. I f  these idea s wer e exp lored by 
the c ar rie rs  an d if  the y wer e ex plo red  by  the Com miss ion, thes e p ar ti c­
ula r th ings  I  hav e brou gh t out , don’t you th in k ac tual ly  th at  wou ld 
co nt rib ute more to the solution o f y ou r problem  r at he r t ha n ju st  go ing  
in  and inc rea sin g the  p er  d iem charg es and  tryin g to enc ourage  othe r 
ca rr ie rs  to ge t add ition al  cars?

Mr. Mart in. Xo ; I  do n’t th in k it wou ld contr ibute  more. I  th ink 
wh at you  suggest is v ita lly  necessary . T think  a  g reat  dea l of  prog res s 
is be ing  m ade in th at  dir ection th ro ug h the  t ask forc es of  the  asso cia­
tio n and th roug h the cu rre nt  inve sti ga tio n by the ICC.

Bu t I  do n’t want to agree wi th you , if  you are  tryi ng  to get me to 
say th at  be tte r distr ib tu ion wou ld solve the problem. I t won’t. AATe 
nee d b ett er  di str ibut ion.  AATe need some teeth  in some orde r which  w ill 
for ce  th ese cars back home  more  ce rta in ly  and more quickly .

AA’ e are  mak ing pro gre ss wi th in  the indu st ry  with comp ute rs and 
be tte r di str ibut ion af te r we get the m on our own lines. Th ere are
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steps in tha t direction which are very helpful. We cannot overlook 
it. But you have to have more cars or you will never solve your 
problems.

The Chairman. If  the gentleman will yield, then you disagree with 
what the Commission has said tha t under all the circumstances as they 
view this problem and know the facts tha t the direction and th e p ro­
gram to keep these cars rolling, are ju st about as effective as they know 
tha t can be brought about.

Mr. Martin. If  th at is what they say, I  do disagree with them be­
cause there is always room fo r improvement in car d istribu tion by the 
association, by the Commission and by each and every individual rai l­
road. We on the Burl ington are finding ways and means every day 
to get be tter utilization out of the  cars, the few cars, th at we are able 
to get back from our friends  and use on our own property.

The Chairman. I suppose tha t not even the Commission with its 
long years of experience behind it would contend th at they are perfect 
in every way.

Mr. Martin. I hope not.
The Chairman. I am somewhat impressed with the ir efforts to 

bring  about as efficient ut iliza tion of the cars as is possible under the 
established procedures that  we have.

Mr. Martin. I don’t know how good a job they do. Sometimes I  
think they do a p retty good job. Sometimes I think  i t is terrible . I 
know when we get extremely shor t on our p roperty, when we find we 
are down to maybe 75 percent of our ownership on line, and when we 
see tha t some of our eastern  friends have 110 or 115 percent of th eir 
ownership on their  line and we say to the ICC, look, why should they 
sit down there with 10 or 15 percent more care tha n they own and we. 
sit here with 10 or 15 percent less cars than we own, why shouldn’t 
you tell them to send us some cars.

Sometimes we get them and sometimes we don’t.
The Chairman. In  o ther words, when you have plen ty of cars you 

think the Commission is doing a pre tty god pob. When you don't 
have plenty of cars you think  it is a very bad job.

Mr. Martin. I wouldn’t say it quite tha t way, Mr. Chairman. I 
would say when we have on our lines the cars tha t we own, tha t we have 
no complaint. But  when somebody else has  cars tha t we own and 
the aggregate fleet on our p rope rty is less than  we own, then somebody 
is wrong, and the wrong ought to be corrected.

Mr. Watson. Mr. Chairm an, if you will yield at tha t point, I am 
not particularly  impressed with  that argument, Mr. Martin , because 
you just answered me earlie r tha t you didn’t really want to try  to 
develop this  matter o f ge tting  back the cars back to the owners.

Mr. Martin. No; I didn ’t say tha t. I  am a ll in favor of g ettin g 
the cars back to their  owners.

Mr. Watson. Wouldn’t th at  be helpful?
Mr. Martin. Indeed  it would. I hope i t will be done. The only 

difference of opinion between us, Your  Honor, is tha t you want me to 
say tha t is the  most impor tant factor , and I  will not say that. You? 
can’t solve the problem unless you get more cars.

At the same time, you ought to be devoting every effort to im­
proving dis tribution.
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Mr. W atson. I really am not tryi ng to get you to say anything. I 

have been par ticu larly  impressed tha t you have been giving us very 
candid and succinct answers, and I  was in hopes that  I  might get one 
to th at p arti cular question. I believe we are together to this extent.

Distr ibution is as important a proposition in the solution of this 
par ticu lar problem as supply.

Mr. Martin. As important ? I don’t know. I think  we are quib­
bling with words a little , Mr. Congressman. Both are vi tally impor­
tant .

It  seems to me, however, t ha t unless you have an adequate supply, 
the finest system of distribution in the world will not help you as you 
should be helped.

We are in tha t position today, virtually.  Let us assume that the 
Commission is doing everything it can do to bring  about an equitable 
distribution  of cars, and tha t the individual railroads  are cooperating 
in that  effort. Let us assume perfection in car distribution which, of 
course, doesn’t exist, today you still would be in very serious trouble 
in almost every part of the country. Because the distr ibution is an 
effort to distribute a shortage, not an effort to distr ibute an adequate 
car supply.

So, whether it is chicken or egg, we can each decide for ourselves. 
I  say that you must sta rt off with the acquisition and maintenance 
of an adequate nationa l freight-ca r fleet and concurrently or there ­
after you must get the best possible distribution of t ha t fleet.

Mr. Watson. I want to add this one final comment. I think this 
bill is a step in the right direction. I do not feel tha t these matters  
we have brough t out have really been explored and tha t the indus try 
itself  has tried  to work them out. Another point we m ight try  to 
make here is that  I  am fearful  tha t unless we look a t this basic ques­
tion of distribu tion tha t we are going to be rig ht back in here several 
years from now and have the  same problem facing us again.

Mr. Martin. We are not very far apar t. I want every effort de­
voted to better distribution. Now and hereaf ter. Wi th or without 
this bill. Distribution is v itally  impor tant. I am w ith you on tha t 
point.

Mr. W atson. Than k you, sir.  I  might mention th is. When I was 
speaking of a descrambling day, I  was not thinking  of  one day when 
all cars must be sh ipped back to the owner. Certainly, this is jus t off 
the top of my head and you have been living with this thing for years 
and you can improve on th is idea, b ut that you would have monthly 
or other periodic retu rning home of the cars on four  or five lines.

Not all at one time bu t make it mandatory, even under penal ty, for 
those term inat ing carrie rs tha t do not return the cars to the owner. 
But you can set it up on a monthly basis requ iring tha t a certain per­
centage of the cars must be retu rned to the owner.

Mr. Martin. We almost have the means to do tha t righ t now be­
cause twice a month the  association prepares a statement which shows 
as to each and every railroad, class I  railroad, in the country  how 
many of its own cars are on its line on tha t date and how many cars of 
other ra ilroads are on its line on that  date.

This  is the basis for these ownership figures th at I  mentioned earlie r 
where I  said my group as a whole on March 1 had only 89 percent of 
its cars on line, whereas the opposition group had 111 percent.
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Mr. Watson. Yes, but the  figures you gave only locate the cars. It  
doesn’t re turn  them to the  owner. That is one of the problems you are 
try ing  to get at.

Mr. Martin. It  is, indeed.
Mr. Watson. I am fear ful we have not really explored the possibili­ties on that.
Mr. Martin. I agree with you.
Mr. Watson. You are the experts and you should work tha t out.
Mr. Nelsen. If  the  gentleman will yield, would there be any merit 

in graduated  basis of car renta l. For example, let us suppose t hat  
cars belonging to  your railroad  are routed to another system th at has 
an undersupply and we then charge a graduated rate  requir ing the rate 
to go up  a fter  a certain  date limit has been reached. This, of course, 
would put a penalty on a rai lroa d tha t keeps cars too long.

Would there be any merit to tha t ?
Mr. Martin. I doubt it, Mr. Nelsen. It  is again  theoretica lly sound 

and it works on the charges tha t are assessed against shippers for un­
due detention of  cars at  different rates—$5, $10, $15 as time goes on.

But i t is very difficult fo r me to  see how such a plan could be made 
effective in the assessment of per diem in the car  renta l charges, because 
these shipments move across a lot of different railroads. It  is hard to see how it could be worked out.

I really don’t thin k you need much more than I think would flow 
from enactment of this legislation, to  get  the per diem charges up on 
the profitable level so it pays to p ut the money in the cars. If  th at is high enough, you will get cars and quicker movement.

I think the problem would solve itself under the operation of eco­
nomic law. I don’t believe you would need the system such as you 
suggest and I doubt if i t would work if you try it.

Mr. Watson. Mr. Chairman,  if I may make one fur ther comment, 
I  agree with the operation of economic law. But one of the basic 
factors in the operation of economic law is no t only to get your price 
righ t but to get your organizational  structu re and  your operation right.

Tha t is why I am disturbed about these deficiencies in the present 
system. You can up the  price but yet you will not cure the problem. 
So the factors of l ife include something other than adequate price.

Mr. Martin. You are righ t.
Air. Watson. You need an adequate operation.
Air. Martin. You are right .
The Chairman. I thin k before we get too far  from what the record 

is, it should be kept in mind tha t, No. 1, the responsibility primarily  
is wi th the railroad  indu stry  in the utilization of cars. Anytime we 
take that responsibility from where it ought to be, we are going to create a greater shortage.

I don’t care how many cars we have. We might as well face the 
facts, in my judgment, under  our system I just  don’t believe tha t 
through any Government dictation you can adequately or nearly as 
efficiently provide the service, unless the industry itse lf is charged with  
the responsibility of doing so. There is under our system a job or the  
responsibility for the ICC. I think our colleague from South Caro­
lina probably is not aware of the fact tha t even on last Frid ay, the 
ICC issued a service order, No. 968, which became effective on Octo-
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ber 4, and which requires plain boxcars—that  is where the shortage 
apparently  is greatest, although there are shortages in other  a reas— 
that are at least 50 feet long as well as those cars which are at least 
40 feet long with side doors 8 feet or wider be returned promptly 
to owning roads.

So efforts are being made, and I  th ink by your suggestion of prope r 
organization in the industry itself, the most efficient program is in 
effect and in force. I suppose what we are trying to do is to keep i t 
there, improve it and make the system work.

Mr. Martin. And get more boxcars ?
The Chairman. Yes, I am constrained to  believe tha t more boxcars 

will be the answer. I am alarmed over the continued deficit of boxcars 
every year and ever month. Somebody is going to have to do some­
thing about it.

Mr. Martin. Make it  worthwhile to own them and you will get 
them.

The Chairman. I hope you are right.  In  an effort to get something 
throu gh in this direc tion, the Senate put an amendment on it.

Mr. Martin. Which almost wrecks us.
The Chairman. I t seems to me it certainly  creates a great injury , 

as far  as I am concerned. But didn ’t you agree to  it in the Senate?
Mr. Martin. I sure did not. Definitely not.
The Chairman. I am glad to have tha t cleared up because my in­

formation was that you agreed to it. As a m atter of fact, it became 
unanimous over the re and  th at was testified to here yesterday morning 
by none other than the chairman of the Committee.

Mr. Martin. He said it was passed in the Senate on a voice vote 
without dissent, at least wtihout  recorded dissent.

The Chairman. li e  sa id it was unanimous, too.
Mr. Martin. Yes, on the vote. But we individuals tha t are con­

cerned about it and most vita lly affected were violently opposed to 
tha t amendment the  first time we heard of it and still are.

The Chairman. Now to clear up something in my mind on this 
whole thing , I  assume you are wholeheartedly in accord with section 5a 
of the Inte rsta te Commerce Act.

Mr. Martin. Yes; I think it  is a good section.
The Chairman. I  believe the ICC  testified yesterday that the present 

per diem rates were agreed to by the railroad industry in the usual 
established way, that  is, under the authority  of section 5a, and filed 
with the Commission and the  Commission approved. Is tha t your 
unders tanding?

Mr. Martin. You are right tha t the existing multilevel scale was 
established by joint railroad action under the authority  of section 5a. 
I don’t believe that i t is quite righ t to say that the Commission has ap­
proved them as reasonable and proper.

The Chairman. I d idn’t say as “reasonable and proper.” I said they 
approved. As a matter of fact,  an agreement subject to section 5a 
would not have been effectuated if the Commission had not approved, 
because the law provides that  any such agreements must be approved 
by the Commission: otherwise they are subject to antitrust laws.

Mr. Martin. I get your point. In that  sense you are right , of course.
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I misunderstood. I thought you were implying th at they had said in effect these charges were reasonable charges. This is the issue in the pending cases before the Commission.
lli e Chairman. I am inclined to think , Mr. Martin , you have a problem here tha t needs straightening  out. Because the Interstate  Commerce Act, part  1, section 1 (14) (a )-----Mr. Martin. 1(14), yes.
The Chairman. I had tha t awhi le ago. I t provides (14) (a) part 1 of the Interstate  Commerce Ac t:
'1 he Commission may afte r hearing on a complaint or upon it s own initia tive without complaint establish reasonable rules, regulations, and practices with respect to car service by common carriage by railroad subject to this part, in­cluding the compensation to be paid and other terms of any contract, agreement or arrangement, for the  use of any locomotive, car, or other vehicle not owned by the carr ier using it and whether or not owned by another carrier.
Then there are penalties or other sanctions for non observance of such rules, regulations, and practices. You would think tha t places the burden and the responsibility on the Commission to take such appro­pria te action as its  information  and consideration would require.Mr. Martin. I think i t is b road language. I thin k the  Commission has a good deal more power than my friends, the opposition, think. That is why we need this bill to clear up that confusion and clari fy the congressional inten t, which I am sure was back of the enactment of tha t section as you read it, Mr. Chairman.
The Chairman. The effective date, I guess, of tha t provision was in 1941.
Mr. Martin. No; I thin k that  goes back to 1920 o r thereabouts— 1(14).
I he Chairman. Very well, 1920, then. I know 5(a) has been since then.
Mr. Martin. Tha t is rig ht.
The Chairman. Because 5(a) was worked out and passed in Con­gress during  my service here. I have forgotten the date, 1948? It  was about 1948. It  grants exemption from ant itrust laws. Section 5a(2) provides:
Any carrie r party to an agreement  between or among two or more carriers relating  to rates, fares, classifications, divisions, allowances, or changes (includ­ing charges between ca rriers and compensation paid or received for the use of facilities and equipment) —
And so forth.
I read these in the record because I want them in the record to refer to, to see what the situation is here.
Mr. Martin. That is righ t. These charges were established by joint action pursuant to section 5a. But incidentally, you know, the so-called right of independent action must be preserved under  those agreements, and because of that right the Boston & Maine and New Haven represented by my friend, Mr. Newton, have said we are not going to pay even those picayune charges which this committee estab­lished. We are going to decide what  we are going to pay you for the use of your car and no more.
That  is why we have some lawsuits. That is one of the vicious aspects.
The Chairman. I know, as a lawyer, representing an industry, and you represent a great  industry in this country, you are going to pick
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out these differences of interpreta tion and application, and so forth, 
and make lawsuits. That is what lawyers are for.

Mr. Martin. Th at is why we need some clarification from the 
Congress. That is why we need this bill.

The Chairman. Basically, if you get down to it, you have a 1920 
provision requir ing the Commission to do something and the  1948 
provision which gran ts authority to the railroads , and which I sup­
ported and helped get through , giving the ra ilroads a certain freedom 
and placing upon them a responsibility. Under tha t responsibil ity 
they provide a sliding scale of rates.

I t goes on and says the Commission shall give approval to these 
agreements, and so forth. I am somewhat constrained to th ink that  is 
the reason the  Commission, in including the language of the Palmer 
case, takes its position and is reluctant  to  do what I think you would 
want them to do; tha t is, take the bull by the horns and do something 
about it.

Mr. Martin. They have to do something about it, Mr. Chairman, 
because o f the pending complaints before them. They are going to 
have to fix these charges, no matter. We can’t change that , you and 
I, either one of us. What I want Congress to do is to tell them tha t 
you meant what  you said in 1920 when you enacted section 1, par a­
grap h 14, and tha t in the exercise of this power, which has long 
existed, and in the disposition of the pending cases and any fur ther 
cases which may arise, they must give you an adequate boxcar supply. 
They must be c learly authorized to include in the  prescrip tion of per 
diem charges an incentive or profit element.

The Chairman. I am not sure under present law you are al together 
correct, though I would tend to agree with an attorney like you are.

Mr. Martin. Where do you think I  am wrong ?
The Chairman. We come along in section 5a:
Mr. Railroad,  we give you the  opportu nity  and  place the  responsibility on you 

to get together and agree on these rates,  subm it them to the In ters ta te  Com­
merce Commission and the In te rs ta te  Commerce  Commission approves them and, 
therefore, th at  is w hat they should be.

Mr. Martin. The only difficulty with that is that we have not agreed. 
We have agreed in theory, and the s liding scale is the  result. But it 
is not right.

The Chairman. I am not arguing that wi th you, Mr. Martin. I  am 
arguing what the facts are unde r the present provision of the ICC, 
because I  wanted to g et to  another point. I jus t wanted to make the 
record on this.

In view of this, suppose unde r the circumstances the Commission 
withdraws  its approval  to this present  sliding scale of rates. Then it 
would have to go back, without a doubt, to section 1(14) (a),  would 
it not ?

Mr. Martin. I am not sure that  I  follow you, Mr. Chairman.
The Chairman. I am sorry I didn ’t make the poin t clear. We have 

been a long time gett ing to it. Let me remind you again. I read to 
you section 1(14) (a ), that  is proposed to be amended as of today. 
Tha t was 1920, di recting the Commission or author izing the Commis­
sion to do certain th ings. Twenty-five years later,  approximately,  the 
Congress said to the  railroad industry , you have auth ority to do cer-
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tain  tilings. One of them is to enter into an agreement on the use and 
compensation of facilities.

Under  tha t authority  they did so. Bu t these agreements must be 
approved by the  Commission. Apparently, the Commission approved 
them because they said they did. In  the ir testimony, approved pur­
suant to section 5 (a) , and administered generally  by the Association 
of American Railroads. That is what they said yesterday.

Now if  the Commission wanted to really get into this thing,  why 
could not the Commission then withdraw its approval  of existing rates 
and, therefore, the agreement would be out the window. Then, you 
would go back to what it should do under present  law.

Mr. Martin. I don’t know what you would go back to.
The Chairman. Section 1 (14) (a ).
Mr. Martin. As a pract ical ma tter  you would go back to a chaotic 

situation. You have to have some basis for compensating the railroad 
for the use of its car when it is on another  line.

The Chairman. Tha t is what 1 (14) (a) says.
Mr. Martin. That is wha t was attempted. Maybe it  will clarify 

the thing  a l ittle  if  I  tell you th at at the same time my company and 
The others th at I represen t joined in the establishment of the present 
sliding scale, we filed a complaint with  the Commission attacking  the 
level of the charges fixed by that scale.

The Chairman. What I  am try ing  to get to is the point that you are 
at the point now tha t you and those on your side are evidently in the 
minority when i t comes to  these agreements on a na tional basis in the 
railroad industry.

Mr. Martin. I  am not sure that  is right.  We were in the majority 
when the multilateral scale was established.

The Chairman. You approved it  ?
Mr. Martin. Yes. "We said at the same time it was wholly inade­

quate. We agreed to it as a compromise and attacked it in formal 
complaints before the ICC which are still pending.

The Chairman. Then one final question on this, and I  know you 
have to catch a plane west. You think tha t the Congress, then, ought 
to come in and upset that  agreement and declare it null and void 
and direct the Commission to establish a more adequate rate  tha t 
would provide an incentive for more boxcars ?

Mr. Martin. Let me take tha t statement  piece by piece. I don’t 
thin k you should tell the Commission to upset the present multilevel 
scale. I think you should tell them that in the disposition of these 
complaints that are now pending and in any fur the r presentation  
before the Commission involving the level of per diem charges, tha t 
it should fix those charges, as it must  unde r those conditions with due 
rega rd to the national interest in an adequate car fleet. You should 
empower them to do so, not merely tell them.

The Chairman. And which would be different from what it is today.
Mr. Martin. This is again open to argument. I thin k they couid 

do most of what we th ink ought to be done under present statutes  but 
my friendly opposition disagrees. So I  say Congress should clarify 
its intent that  the Commission as well as the railroads have responsi­
bili ty to maintain an adequate car fleet. One of the ways to do i t is 
to give the Commission power to establish incentive per  diem charges.
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The Chairman. That would be h ighe r than the present rates?
Mr. Martin. Presumably—if the  Commission so concluded after 

hearing.
The Chairman. If  you don’t get different rates from what  they 

are, then all of this  effort here is jus t wasted time.
Mr. Martin. Th at is right.  I agree w ith that statement.
The C hairman. Than k you very much. You have been here much 

longer than you anticipated. We have many witnesses to  be heard 
on the subject. But since you did represent so many of the railroads, 
as you outlined in your statement, we certainly  did not attem pt to 
restr ict your presentation.

Mr. Martin. I am grateful  to you and the committee for your 
attention.

The Chairman. The committee will recess unt il 2 o’clock at  which 
time we will return  and attem pt to get the other witnesses who are 
here today.

(Whereupon, at 12:20 p.m., the committee adjourned, to reconvene 
at 2 p.m., the same day.)

AFTERNOON SESSION

The Chairman. I  apologize for being late. The committee will 
come to order. Is Mr. Duncan here ?

Mr. Duncan. Yes, Mr. Chairman.
The Chairman. We have had a hard  time getting together.
Mr. Duncan. Yes, sir. Am I due now, sir?
The Chairman. Yes. We would be glad to hear from Hon. Robert 

B. Duncan, our colleague from Oregon.
We called for you this morning and you were unavoidably detained 

but  I  did give you authority, however, to file a statement a t tha t point.

STA TEMENT OF HON. ROBER T B. DUNCAN, A RE PR ES EN TA TIVE  
IN  CONGRESS FROM TH E STA TE OF OREGON

Mr. Duncan. Mr. Chairman, I apprecia te tha t, and members of 
the committee.

I was a little  la te this morning , but I enjoyed hearing Mr. Martin. 
I found it very inform ative and helpfu l to me and I hope i t was to 
the committee, because it so happens I  can largely endorse Mr. Martin ’s 
testimony with one or two minor exceptions.

I am here today, gentlemen, to urge upon you the prompt m arkup  
and passage to the House of the bill to amend section 1(14) (a) of the  
Inte rsta te Commerce Act to give the Inte rsta te Commerce Commis­
sion authority to set the  level of pe r diem rates at such a level as will 
affect favorably the adequacy of the national  freight car supply.

Wi th the committee’s permission, I  will jus t ask that my writt en 
statement be made a pa rt of the record and make a few comments, 
hoping  to shorten my time in front of  you.

There were some questions asked this morning  t ha t it  seems to me 
point pret ty well the direction tha t this debate in front of the com­
mittee ought to take.

In  the  first place, I am not going to repeat the s tatistics on the box­
car supply because I am sure your record is replete with t ha t a lready,
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but suffice it to say this country is and has been now for some time in a period  of a rap idly expanding economy. And the statistics I  think are incontrovertible. The boxcar supply, the railroad rolling stock supply has been going down at a remarkable rate. Now, it just  does not make any  sense in a period of an expanding economy to tolerate a decline in the supply of rolling stock. It  does absolutely no good to have the manufacturing  facilities to produce the goods if  we haven’t 
the facilities to transport them to the market. This is particularly relevant in an area such as I  come from where we are primarily  con­cerned with basic production and primary manufactur ing. The loss in terms of dollars to our shippers and to our State,  indeed to the national economy, is almost incalculable. And it seems to me tha t it is a situation tha t the Congress can no longer ignore.

Mr. Watson raised the question th is morning as to  whether it was not a far  more impor tant consideration to get the cars tha t we now have distributed than  it was—Mr. Watson, I jus t took yo ur name in  vain, refe rring to the questions you asked th is m orning as to whether 
or not it wasn’t far  more important to distr ibute  the cars we have rath er tha n to worry about getting more cars.

Now, I  do not  think there is any question about it, tha t there are two aspects to this problem. One, of course, is the proper distribution of the cars so that they are available  when they a re needed. But when you look at the decline in the number of cars, it is absolutely basic tha t we have an adequate supply. It  is almost uncontroverted  that we do not have an adequate supply, and as Mr. Mar tin testified this morning, all of the activities and all of the  energies tha t we devote to distribution does really little more than di stribu te the shortages around the country in the most equitable manner possible.
So it seems to me that i f there is a basic, if one of these two problems is basic to the other, tha t the car supply is th at factor tha t we ought to be attacking and to which we ought to be addressing  ourselves.
Now, what does this bill do? Mr. Younger this morning suggested to Mr. Martin tha t the bill was not mandatory, tha t it was simply pennissive, and in tha t connection I will have to agree with Mr. Younger, because th is is amending section 14 of the Inte rsta te Com­merce Act, which is in terms of k‘may.” These are things  tha t the Commission may do. And I think tha t he is right . Technically it is a permissive bill. I think as a practica l m atter  if this bill is passed tha t we can expect some action from the Intersta te Commerce Com­mission along this line.
The reason I  say tha t is th at  the Commission tr ied back in 1947 to attempt to al leviate the car supply, and the utilization, too, by means of increasing the per diem rates. At tha t time the increase sounds kind of ridiculous compared with today’s figures, because, as I recall it, they were only attempting to raise it to about $2.
Now, the reason they cannot do this  today, a t least in their view that  they cannot, is that  they were challenged in court in 1947 on their  ability to use per diem rates as a means of regula ting the use and the supply of cars. And the dist rict court in which th is case was tried, and a very good d istr ict judge, by the way, held that they have the authority to regulate car supply and they have the authority  to set per diem rates, but they did not have the authority to use per diem rates as a means of regulating the utilization and the supply of cars.
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Now, that  case probably should have been appealed. In  my opinion 

it should have been. If  it had been, we might not have been here today, 
but it was not and tha t Palmer  case continues to cast a cloud over the 
Interst ate  Commerce Commission’s ability to move in this  p arti cular 
direction to allevia te this par ticu lar problem.

It  was suggested by Mr. Mart in this  morning  tha t the bill would 
help not only with increasing the supply bu t also in hand ling the d is­
tribution, Mr. Watson. I disagree w ith him, and I  th ink tha t thi s bill 
ought  to be amended so that  it does do both things.

The issue in the  Palmer  case was pre tty clearly delineated by admis­
sion of the Interst ate  Commerce Commission, and that was whether 
they had the authority  to use the per diem ra te for two purposes; to 
increase the supply and to regulate the use. So tha t was the issue th at 
was before the court at tha t time. The court ruled on both of these 
and held that they did not.

The bill before you simply gives the Commission the auth ority to 
use this device as increasing per diem ra tes to effect the adequacy of 
car supply.

And I  would like to respectfu lly suggest to  the committee that  they 
consider fur the r amending this bill to  insert the words “and efficiency 
of freight  car use” on l ine 9, page 1, of S. 1098 following the word 
“supply.” The words “and efficient use” following the word “mainte­
nance” on page 2, line 5. And the words “and efficient use thereof” 
following the  word “maintenance” on line 15, page 2.

The Chairman. Let me get tha t again.
Mr. Duncan. I am simply suggesting, Mr. Chairman-----
The Chairman. On S. 1098, line 9, page 1 ?
Mr. Duncan. Yes, sir;  the words “and efficiency of freight car 

use”-----
The Chairman. Where?
Mr. Duncan. Af ter  the word “supply.” On page 2, line 5, after the  

word “maintenance” insert the words “and efficient use.”
And on line 15, page 2, afte r the word “maintenance” insert the 

words “and efficient use thereof.”
This then would permit the  Commission and clearly define its au­

thority  to use this device in an a ttem pt to increase the car supply and 
also in an a ttempt to regula te the  use.

Now, I  would want the committee to consider thi s pre tty carefully 
and certain ly seek the advice of others than  myself. But  it seems to 
me tha t the  idea definitely has merit. And if what we are try ing  to do 
is to plug the gap in the regulatory  machinery tha t was created by the 
Palmer  decision, i t seems to me that we ought to plug both holes.

The Chairman. Let  me get t his again off the  record.
(Discussion off the record.)
The Chairman. Does tha t conclude your remarks?
Mr. Duncan. No, sir. I would like to make a couple more com­

ments, if  I  might, but th at  concludes those suggested amendments.
The bill, then, simply is permissive. It  simply gives the Inter ­

state  Commerce Commission another tool with which to attem pt this 
very difficult and admittedly complex business of creating a car sup­
ply and gett ing it properly distributed. This is often suggested as 
being in the  foim  of a penalty agains t those lines that  do not own their
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own cars  and who pr efer  to use cars of  oth er lines on the basi s of  a 
ren tal  cha rge.  An d I  suppose t hat  a ny  t ime  you ta lk  in ter ms  o f dol­
lar s and cents and inc rea sin g the  charg e, th at  if  you  wa nt  you  could 
ta lk  in terms  o f a pena lty . Bu t as I  look at  th is sit ua tio n,  i t seems to 
me th at  a pe nalty  exists no m at te r w hich way we go. That  the  ship pers 
on those  lines  th at  own an ade quate  ca r sup ply  of  th ei r own and do 
not have  it  avai lable fo r shipm ent s are  in elt'ect be ing  p ena lize d rig ht  
now by not havin g the  cars ava ilab le. Those line s who have bough t 
th ei r cars  a re in effect being p ena lize d by n ot  hav ing  them avai lab le so 
th at  the y can make a pro fit on th ei r uti liz ati on  du ring  per iods of 
max imum dem and  for  the  use of those c ars  in  sh ipm ent .

You can  look at  it  eit he r way, an d I  suggest  th at  we are  goi ng to 
have a p enalt y if  this  is the  way you choose to con stru e it,  wheth er we 
act or  we fai l to act. An d the question is wh eth er or  n ot  those lines 
th at  have invested  in th ei r own cars should no t be  permitt ed  to  make a 
profit o r ar e to be pena lized by deny ing  them t hat  righ t w hile  those  cars  
are  being uti lized by anoth er line  in the  eas t or  some where else by a 
line th at  would prefer  p erh aps fina ncia lly,  pe rhap s fo r othe r reasons, 
to use the  c ars  on a ren ta l bas is ra th er  than  ac tual ly  b uy ing them fo r 
themselves.

The ques tion was asked wh eth er th is bill  was nece ssary. Doesn’t 
the Commission  have  a utho ri ty  u nd er  th e prese nt code to en ter  orde rs 
affe ctin g the car  su pply ? Arid I  th ink the answer probably is “ Yes .” 
At  leas t it  c an be so read . I t  is  cle ar th at  they  do not  have the a ut ho r­
ity  to increase pe r diem  ra tes  in orde r to effect th is  reg ula tio n, bu t I 
th ink section 14 does give  them pow er to reg ulate  “servic e.” Bu t the  
fac t of  th e m at ter is t hat  th ey  e ith er have  not  o r h ave  n ot been able  to  
use th is  power.  Th is shor tag e is no t a new acu te con dition.  Th is is a 
chronic condition th at  has affected  the  rai ls fo r years  and yea rs and  
years. As I  have said, the y tr ied to reg ula te by us ing  p er diems b ack  
in 1947, a nd were fou nd n ot  to hav e the power. That  is some indic a­
tio n that  if  we give th em simp ly permissive  power in th is  bill , th at  they 
will make an effor t to do it.  But. the  fact  of the  mat te r is, in con ­
nec tion  w ith  th e ut ili za tio n of  an y oth er pow ers which  they may  h ave  
to effect the  c ar  supp ly,  the y hav e not done  it an d I  subm it pro bab ly 
have  not  been able  to  do it .

Now, we have am end ments  p ut  onto  th is bill  in the Sen ate , a me nd­
men ts wi th which I  dis agree , ju st  as Mr.  M ar tin  did th is morning ; 
amendm ents  which  I  th ink,  pa rti cu larly  Nos. 2 and 4, s trike  righ t at  
the  h ea rt of the  p rob lem  we are  t ry in g to solve. And  I th ink the bil l 
wou ld be vastly impro ved  if  those amend ments  were not on it. An d 
ye t I  recognize the polit ica l con sidera tion s th at  m ay have affec ted the  
Sen ate  in  ado pt ing tho se, an d I  am prepa red to te ll you t ha t I  will sup ­
po rt th is bill  wi th or  with ou t those amend ments  in it. I th ink they 
oug ht to be dele ted,  bu t I  would su pp or t it  wh eth er they are  in it or 
wh eth er they are  no t in it.

Now pe rhap s the  Commission is faced wi th the  same so rt o f political  
con sidera tion s in de ter mining  thei r ord ers . Ce rta inly the y wen t to 
the  court i n 1947, and  said  that  they ha d been unable t o g et agreem ent  
fro m the  r ai ls  on the  p ro pe r form of  regulati on  to ge t a t th is  problem 
of  su pply an d distr ibu tio n. An d the  cou rt’s comm ent is kind  of in te r­
esting.  I t  s ay s:
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The railroads are divided in their  intere sts and in the ir views. It  is natu ral 
and inevitable tha t they would be unable to formulate  or suggest a plan of regu­
lation. This is the situat ion in many controversial  fields of necessary regula­
tions. But it would indeed be an odd conclusion to hold t ha t regulat ion in the 
public interest is impossible, because the companies to  be regulated assert that 
they are unable to suggest or to agree upon an acceptable method of regulation.

Now, the railroads have agreed upon these present per  diem charges, 
I think, as the chairman pointed out this morning, under section 4 of 
the Inte rsta te Commerce Code. The power of the Commission is 
drawn no t from tha t section, though  I  agree they must approve them 
under  section 4, but the power of the Commission to set per diems is 
drawn from section 14. This bill before you does not purpor t to 
amend section 4. It  does purpor t to amend section 14 and give to them 
an addit ional tool with which to solve this problem.

It  was suggested also this morning  th at some of the members do not 
like Government regulation. Well, 1 do not like it any bette r than  
anybody else, and I think any time we can give priva te enterprise or 
priva te individuals the opportunity to solve the problems themselves 
that, everybody is far  bette r of f; the Government, the shipper, and the 
railroads. But I think we have some evidence here th at the railroads 
themselves have been unable to do it. We have had some rather 
decisive statements made this morning, and I assume th at there will 
late r on in the day be testimony completely adverse to  t ha t given by 
Mr. Martin this morning. We know tha t for years the railroads 
themselves, even under the authority  gran ted in sectiton 4, have been 
unable to really agree on what the per diem rates ought to be. I sug­
gest t ha t you might be able to increase them by br inging the value of 
the ir use or the amount of prof its that could otherwise be derived from 
the prope r utilization of these cars into the formula in determin ing 
the per diem rates.

Now, the  fact tha t it has not been done in all this  period of time, 
the fact tha t we are in an ascending economy, the fact  that we have 
a declining supply  of boxcars, the fact  tha t people in my distr ict 
are losing millions and millions of dollars, and this  means jobs tha t 
people in my d istric t do no t have, seem to  me to be very cogent rea­
sons why this committee ought to take the next step not to require 
really the Inte rsta te Commerce Commission to go ahead and use this 
tool, but to make it available for  them.

Now, the Commission has in the last 2 or 3 days, issued two or­
ders, one of which I am quite fami liar with. And this  is the order 
that , under their  emergency powers in section 15, has been issued to 
require what amounts to an immediate turn about of these cars and 
return  to the point of origin if other cargo is not immediately avail ­
able for loading into those cars.

Now, someone has suggested this morning that  this  ought to do 
the trick , tha t this power is sufficient. Well, this  is available to them 
only in an emergency. A similar order  was issued in 1962. This 
order was issued to be effective Monday. It  will go out of force at 
midnight on December 31. I think  it ought  to be of indefinite termina­
tion myself, because as I say, this is not an acute situation . This is 
a chronic situation.

Now, they do have this power on an emergency basis from time 
to time, and the sta tute requires them to specify the  time durin g which
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this order will be in effect. I suggest t ha t what we need here is some permanent,  long-range author ity. I think tha t this  bill may not be the best. It  is complex. It  may not work, but as Mr. Mart in said this morning no one has yet come up with a bette r suggestion, and there is enough hope tha t it will work in spite of the complexities in­volved, tha t certainly this committee and this Congress can do no less in my opinion than to face up to the responsibility.I think  we have facing us on the railroad car supply a situation  similar to tha t tha t faces us wTith the merchant marine. And I think the Congress is going to have to face up to both of them. We have an opportunity to do a pa rt of the job now, and it seems to me tha t the doubts tha t exist are no reason to fail to do any­thing.
Thank you, Mr. Chairman.
The Chairman. Thank you very much, Mr. Duncan. We are  very glad to have your statement and  presentation on this subject, and you may include your entire statement in the record-----Mr. Duncan. If  I may. And Mr. Chairman , I have—I beg your pardon ?
The Chairman (continuing).  Along with your presenta tion tha t you have just given.
Mr. D uncan. Thank you. I have 14 or 15 telegrams and let ters in support of this legislation which I  have given to the clerk. I would appreciate it if the committee would put them either in the record or in thei r files. I do not want to add to the p rint ing  costs of this com­mittee. And I think if the record shows tha t these telegrams repre ­sent not only individual shippers, but associations of shippers, it would be enough.
The Chairman. Well, we have innumerable communications. I have probably two dozen here myself. We will include them in the files-----
Mr. Duncan. Tha t would be satisfactory,  Mr. Chairman.The Chairman (cont inuing). For the use and benefit of the com­mittee.
Thank you very much.
Mr. Duncan. Thank  you, sir.
(The statement referred to follows:)

Sta teme nt  of H on. R obert B . Dun ca n, M ember of C ongress F rom th e  State  of 
Oregon

Mr. Chai rman  and members of the committee, first, my tha nk s to the chairma n and  the  committee for holding  these hea ring s in wha t we all  hope are  the  las t days of this  session. It  is a recognition of the  importance of the  issue with  which we are  confronted. It  is not a new issue bu t the problem from which it has arise n has  gotten  progressive ly worse  for years. It  is not one th at  will be solved overn ight by the  passage of thi s legislat ion bu t fu rth er  delay will only exacerb ate the  situation and  fu rth er  prolong the time  of even tual  solution. I cann ot even as sure t he  commit tee t ha t th e solut ion p roposed  in  the bil ls will solve the  problem. But  the  b ills  are  a logical approach,  a promising avenue of solu­tion -and no one has offered a bet ter  solution to  wha t all adm it is a problem. The bills have draw n unanimous support from  the  adm inistrative  agencies, from all  of the shippers  in my dis trict with  whom I hav e had con tact and  by a sig­nificant segment of the rai lroads themselves.
Sta tist ics  on the stead y decline in both numbers and capacity  of cars are  al ­read y before you and I sha ll not duplicate the record. The law is clear th at  the
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ra ils  have  the  obligation  to fur nis h “safe and adequa te car service” (49 U.S.C. 
1) and  to "fu rni sh transp ort ation  upon reasonable reques t” (49 U.S.C. 1( 4) ).  
In  iny distr ict  the re  have  been recurr ing  shor tage s of cars .

On an initial read ing of 49 U.S.C. 1(14) it would seem th at  the  ICC has  the  
au tho rity sough t to be given to it  in this  bill. But in 1947 its  autho rity to 
prescribe per diem charges for regulatory  purposes was challenged in the U.S. 
distr ic t court and the cou rt found aga ins t the  Commission. I think  the decision 
should  have  been appea led and  had  it been we might  not have been here  today. 
It  was  no t and a cloud now ex ists  on the  Commission 's au tho rity which effectively 
prev ents  any action.

In a time of a rapidly  expanding economy, it  makes no sense to tol era te a 
declining supply of rai lroad cars . Prod uction without tra nspo rta tio n to the 
ma rkets  is meaningless. The losses to the  N ation  are  staggering.  The problem 
is not  dissimilar  to the one we face in ocean transp ortation with which we must 
soon come to grips. I would fa r pre fer to have the rai ls handle this problem by 
themselves, withou t Government inter ference.  But  the rule s of the  A ssocia tion 
of American Rai lroa ds have not  worked and  the Government mus t move to 
pro tect the public inte res t which inc ludes th at  of the rail roa ds themselves, a s well 
as the shippers  and  the consumers .

While the rai ls are  not public util itie s in the  s tri ct  sense of the word, as it has  
been applied to gas and electri c companies, the re are  many similarit ies.  In  many 
sections of the  country , including my own dis tric t, they do no t compete with one 
ano ther—though they do with othe r forms of tran spo rta tion. Wi th all  of the 
mergers and consolidations there will be less, not more, compet ition in the  fu ture. 
The  very purpose of the regulatory  agencies is to regu late  such ind ust ries in the 
public inte res t. The Congress must give the agency the tools with  which  to do 
the  job.

I am not  satisfied with the  efforts of the ICC to date.  Eigh teen  years have 
expired since the  decision in the Palmer case and the gap in autho rity opened by 
th at  decision has  not  been plugged in the  face of clear and  convinc ing evidence 
of th e need. This  is no criticism  of  the p resent  Commissioners because there has 
been a succession of Commissioners over the years and their  du ties are manifold 
and  onerous.

The purp ose of the bill is to make it  profitable for  the lines deficient in car 
ownership  to acquire and  own their own cars ra ther  than  rely  on the  cars  of 
other lines wi th which to meet the  needs of  the ir shippers.

Some sugges t that  thi s is pun itive legislation directed  again st eas tern lines. 
Nothing of  the sort. People and companies are mot ivated by dollars and  profits. 
We have  almost univ ersa l sustained-growth  timb er managem ent now in marked 
con tra st to the cut -and-get-out po licies of  yesterday. No doubt the re a re  alt rui sti c 
motives involved, b ut basically  we have thi s improvement because i t is necessary 
to the  economic surv ival  of the  tim ber  industry. It  has  become profitable to 
practic e good forest management and  to get the  maximum uti lization of the raw 
materia l.

So w ith the rails . If  it becomes more profitable to own ra ther  t han ren t cars,  
ca r ownership  will increase. And the fa ilu re  to encourage such a trend will 
pun ish the  roads and the  shippers  in my dis tric t and others  where the  rails have 
made a commendable effort  to increase  their ownership—and I have  in mind 
Southern  Pacific in  part icu lar . Continuation of th e present p att ern of ownership  
and  per diem charg es in effect forces ca r ownership road s and their  shippers to 
subsidize the car deficiency roa ds and  their  shippers. The present pa tte rn c an’t 
help but prove unprofitable to th ose  roads  which are  t rying to m aintain  their  car 
ownership wi th a fu rth er  decline  of cars the inevitable result .

Car  supply  is not the  only fac tor  involved in car  shor tages. Dis tributio n is 
another . But  the supply is basic. We must have  the  cars before they can be 
dist ribu ted.  Otherwise, all we are  doing is dis trib uting the  shortage.

I would like to commend the  ICC for  the  two emergency orders which they 
have put  into effect dur ing th e past fi days * * * in an  effort to improve the  d is­
tribution. I think  that  they should  have been issued before  this and I thin k 
that  they should have been of indef inite dur ation but I ’m gra teful for wh at we 
have and I ’m sure tha t, if they prove useful, they  can be renewed.

I’m grateful too, for the persona l intere st of the Pre sident  and the Vice P res i­
dent in this  problem. Sen ator Magnuson h as furn ishe d lead ersh ip in the  Senate. 
With so many an xious fo r a  solution. I don’t see how it c an elude us much longer.

The problem is very complex. I don’t pretend to have any but  a superficial 
knowledge of it.  The Commission will require time to work out the orders. New

54- 899—65------10
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cars cannot be constructed and put into service overnight. But we must s tar t and further  delay only puts off the day of solution.
I have already  said tha t I want no unnecessary regulation. But continued car shortages will raise a clamor for more drastic governmental action. A num­ber of years ago, I am informed, a railroad suggested Government ownership of rolling stock. In my own State today a voice suggests tha t Oregon buy its own cars. I do not agree t hat  such suggestions are practicable or desirable but as the problem becomes more crit ical, the solutions will become more drastic.I hope that the committee will mark up and report a bill immediately. I hope it reports a bill without the Senate amendments and especially without the ones designated 2 and 4 authorizing the exclusion of the new fac tors to ca rrier s which te rmina te a substantially higher percentage of traffic than they originate and to all other  cases as the Commission finds to be in the public interest. I don’t think the amendments are necessary since the entire  bill lodges only dis­cretionary rather  than mandatory authority  with the Commission, since all of the Commission’s orders must be in the public interes t, and since 2, especially seems to make any order inapplicable to the very situation which, to me, is a t the hear t of the whole problem.
I am aware of the  political problems, however, and I am reassured by Chair­man Webb’s testimony tha t all such factors would be considered anyway and, impliedly, tha t the bill would be workable even with the Senate amendments. Should the committee be disposed to accept the Senate amendments it will have my final support.
The  C ha ir man . I  th in k we bet te r get  al on g w ith th e ot he r w it ­

nesses  if  the com mittee  mem bers w ill  p er m it.
W e will  be gl ad  now  to  he ar  from  Mr. A lf re d  Per lm an , pr es id en t 

of  the N ew Y or k C en tr al  R ai lroa d.
Off  th e record.
( Discu ssion  off t he rec or d. )

STATEMENT OF ALFRED E. PERLMAN, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, NEW  YORK CENTRAL RAILROAD; ACCOM­
PANIED BY ROBERT D. BROOKS, GENERAL SOLICITOR, NEW YORK
CENTRAL RAILROAD; AND E. P. MILLER, CHAIRMAN, CAR
SERVICE DIVISION, ASSOCIATION OF AMERICAN RAILROADS

M r. P erlm an . My name is A lf re d  E . Per lm an . I  am  pr es id en t 
an d ch ie f executi ve  officer o f th e New Y ork  C en tr al , w ith  offices a t 
230 P a rk  Aven ue , New Y or k City .

I t  m ig ht be we ll, a ft e r hav in g lis tene d th is  m or ni ng  to  th e good 
gu ys , to  ex pl ai n a li tt le  b it  th a t it  is ra th e r od d to  me  th a t ha vi ng  
wo rked  fo r th e B url in g to n  an d th e N ort hern  Pa ci fic mos t of my  
ca re er , th a t co ming ea st  fo r 11 y ea rs  m ak es  me  a ba d gu y.  T h a t wa s 
a ra th e r in te re st in g comm ent, it  s eems, an d t h a t wa s no t as in te re st in g 
to  me  as some of  th e fa ct s,  so -call ed  fa ct s an d fig ures  th a t I  he ar d 
th is  m or ni ng , bec aus e th ey  say so m et hi ng  ab ou t fig ures  th a t I  wo uld  
no t care to r ep ea t he re.

So  I  am  he re  to  re gis te r op po si tio n to  en ac tm en t of  II .R . 7165 an d 
si m ila r b ill s no w un der  cons id er at io n b y t h is  comm itte e.

Thir ty -o ne  o f th e 42 y ea rs  o f my ra il ro ad  ca re er  h av e been sp en t on 
lin es  west of  Ch icag o whe re  th e g ra in  ca r sh or ta ge s bri ng on  alm os t 
an nu al ly  bi lls  of  th is  ki nd . I t  is ra th e r in te re st in g  th a t al l of tho se 
31 ye ar s we re sp en t on th e B url in gto n, N ort her n  Pa cif ic , an d Den ve r 
& Rio G ra nd e W es te rn .

I  do no t th in k  such  le gi sl at io n is in  an y wa y th e so lu tio n to  th is  
pro ble m.  I t  wo uld on ly  lead  to  mor e of  th e ki nd  of  bu re au cr at ic
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regulat ion tha t is stifling the railroad industry, which President 
Johnson himself criticized just last week when I was at the White 
House.

We oppose the enactment of penalty per diem legislation, because 
such legislation is wrong in principle and would be ineffective in 
practice.

The Chairman. Did I misunders tand you? Did I understand you 
to say that the President criticized this proposal ?

Mr. P erlman. He cri ticized the regulation. He thought tha t there 
ought to be more competition in transportation. Af ter  he signed the 
bill last week, he had the entire Inte rsta te Commerce Commission, he 
had the railway labor executives, and he had a number of the railroad 
executives in the Eas t Room for about an hour talking about this 
transpor tation problem.

The Chairman. I understood tha t was going to take place, and I 
thought i f he did refer to this proposal specifically, that I  was going to 
raise some other questions.

Mr. Perlman. No, sir, it was not to th is proposal specifically. He 
refer red to the whole field of transporta tion regula tion.

Worse, enactment of th is legislation will have an effect exactly the 
opposite of that  intended.

I make this statement  even though the enactment of a penalty  per 
diem bill would actually p ut additional dollars in the New York Cen­
tra l's treasury. The tru th of th is is illust rated by the fact tha t in the 
first 9 months of 1965 o ur system car  ownership, as shown by official 
repor ts in the possession of the  In ters tate  Commerce Commission, was 
108,323, while the average number of cars on New York Central  tracks  
each day was 103,237. This  shows clearly th at  the New York Central 
ownership of freight  cars is more than sufficient to  protect its cus­
tomers’ loading requirements. And I cannot understand all th is talk  
about the eastern railroads draining  off the western ra ilroad's cars.

An even clearer illust ration  of our commitment to  this  p rinciple is 
the car ownership policies of the Pitt sburgh & Lake Erie, an impor­
tan t component of the  New York Central system. The P. & L.E. owns 
24,740 freight cars. There is not sufficient track space on that line to 
store all of the cars in P . & L.E. ownership at  any one time. As a point 
of interest , the P. & L.E.,  with only 92 miles of main line trackage, has 
about the same freigh t car ownership as the entire Rock Isla nd Rai l­
road, a large western earner . It  owns nearly as many cars as the Soo 
Line and the Denver & Rio Grande Western Rail roads combined. And 
more than h alf  the number of the whole Burl ington  system.

The objectives of freight  ca r ownership, as laid down by the Asso­
ciation of American Railroads, are fo r each railroad to own a sufficient 
number of f reight cars  of various types to protect its shippers; t ha t is, 
to cover the  origina ted loading of freig ht on its line, taking into ac­
count the number of loaded foreign cars received from connections, 
which may be unloaded and thus made available fo r re loading to con­
signees in the direction of the terr itory  of the  owning railroad. The 
P. & L.E., because of th at requirement, owns this tremendous fleet and 
does not  find it unprofitable. As a matter  of fact, although its o pera t­
ing ratio  in some recent years has been above 100 pe rcent; tha t is, for  
every dollar it takes in on its operation it spends over a dollar in ex-
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penses, i t is a most profitable railroad, having earned more than $16 
per share last year, principally out of the revenues fo r car h ire it re­
ceived. Increases in  penalty per diem, or other increases in per diem 
would not encourage the  P. & L.E. to buy more cars than  i t now has or needs.

I think  th at certainly ought to re fute a statement tha t I  heard  this 
morning tha t it is unprofitable to own fr eigh  cars. And certain ly the 
railroads  do not buy cars as a leasing company to make a profit from 
the car. They buy a car to take care of th eir customers. They are in 
the railroad business. Tha t is p art  of  thei r equipment. All I heard 
this morning is tha t if they make more profit they will buy more 
cars. Well, here is the poor New Haven th at is a terminatin g rai lroad 
tha t hasn’t any money to buy cars, and all this would do would be to make them poorer.

On the New York Central system as a whole in the decade from 1956 
through 1965, we spent $531,421,526 on freight equipment. This ex­
ceeded our entire net income and depreciation for the period. The 
difference was made up through sale of real estate and scrap.

In  order to determine the number and kind of cars tha t the New 
York Centra l should purchase, we have embarked upon a program 
of market  research upon which we are spinding over $2 million a year. 
In  this program we are attempting to find the type of service, the 
kind of equipment, and the modern pricing which will best fit the ma­
terial handl ing needs of our customers. This is making obsolete much 
of the equipment which we formerly used in our operations, but is 
increasing the efficiency of our transporta tion to the extent tha t we 
are able to reduce charges to the customer and yet increase our own profitability.

I might say, about making obsolete, 10 percent of the cars used in 
the plywood indus try are New York Central  boxcars, although we do 
not have a plywood company on our railroad. We send them out 
West. And the reason we do tha t, they are obsolete on the New York 
Centaral. We have no use for them anymore. We are buying 84- 
foot. boxcars for the automobile industry , and I will tell you why in 
a minute. And those cars are going out to the plywood industry , not 
on account of any per diem rates. We just do not need them any more. 
And every once in a while when the Southern Pacific does not need 
them they send them back to us and they sit around on our tracks. 
There are over 8,000 of them out the re right  now. And this is why we do not need them.

The Chairman. You mean you have 8,000 boxcars s itting on your tracks that are not being used ?
Mr. Perlman. No, sir. I mean we have 8,000 of those cars in the 

plywood industry ’s use. They like those double-door 50-foot boxcars. 
Those are what they say they are short of, and I  say tha t we have 10 
percent of the fleet tha t is in tha t service, New York Central  cars, 
eastern railroad cars, al though we do not have plywood plan ts on our railroad.

The Chairman. Well, I got that  all right , but I also thought I 
heard you say tha t you had 8,000 of these type boxcars that  you do 
not need sitting on your tracks now.

Mr. Perlman. No, sir. What I tried  to say, and maybe did not 
say it very plainly,  was that  in the time those railroads do not need
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those ears they ship them right back home to us and they sit on our 
tracks. They need them righ t now, but many times d urin g the year 
they are just  si tting  on our tracks and we cannot get them out of our 
possession because we have no need for them and certain ly we would 
not buy any more. You could put  all the penalty  per diem in the 
world on boxcars, we would not buy another plywood car. We have 
no use for them.

The Chairman. Well, fo r my information , why would you object to 
any higher pe r diem, any higher pe r diem per day for them, then?

Mr. P erlman. I do not thin k this  is the answer to the car fleet prob­
lem, Mr. Congressman. This is what I am getting to.

Mr. W atson. Mr. Chairman, may I  in terrupt  so that we might have 
this in the prope r context ?

The Chairman. Go ahead.
Mr. Watson. On page 3 you make an interest ing statement that 

the P. & L .E., although thei r operating ratio  has been above 100 per­
cent—am I  to understand tha t correctly, that revenues have not ap­
proached or at  least equalled operating costs?

Mr. Perlman. Operating  revenues have not approached operat ing 
costs. Yes, sir.

Mr. Watson. That is right.  So they have been able to pay more 
than $16 per share-----

Mr. Perlman. No, sir. They earned more than $16.
Mr. Watson. Earn ed more than $16 per share  last year “principally 

out of the revenues for car hire i t receives.”
Now, you are referring to revenues from fre igh t cars ?
Mr. P erlman. Yes, sir; freight car hire.
Mr. W atson. And the question I  would ask you is why do we have 

a problem today. If  it is so profitable to rent these cars a t the present 
per  diem, then why doesn’t the New York Central and all of the rest 
of the companies go ahead and buy unlimited cars—if it is profitable, as 
appa rent ly this statement would indicate?

Mr. Perlman. This  is profitable to them because they can get loads 
from thei r shippers to ship out to other railroads, so those cars are 
being used. We had another subsidiary , the Indiana Harbor Belt 
that had 765 gra in cars. They were a termina l line in Chicago. The 
only time we could get them off the Ind iana Harbor  Belt was about 
1 month of the year during the grain  season. Then the western ra il­
roads would take them. And the rest of the time they sat on our 
tracks for 11 months. Now, we could not make a profit no matter what  
reasonable per diem was pu t on by having cars in use 1 month out of 
12.

Mr. Watson. In  other words, you are not indicating from your 
statement tha t simply because the  P . & L.E . made a profit out of rev­
enues from car hiring tha t the same would apply to o ther railroads?

Mr. P erlman. All I  am saying is, sir, tha t if a railroad has sufficient 
customers and takes care of those customers properly, has the car 
fleet to take care of them, they do not lose any money on owning the 
number of cars required to take care of their customers. They actually  
make money on that.

Mr. Watson. Perhaps I  misunderstood your statement. Apparently 
P. & L.E. did not make money from supplying their  customers but 
from the car rental. You made the statement. I did not.
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Mr. P erlman. They d id------
Mr. W atson. Th e only question I  w an t t o ask  you is w he ther  or  not 

th at  is a uniq ue sit ua tio n to the P.  & L.E . or  w hethe r it  w ould ap ply 
gen era lly?

Mr. I ’erlman. An y or ig inat ing ca rr ie r th a t has eno ugh  business to 
send cars off blind  with  loads does no t lose any money even thou gh  
they  ar e on  anoth er  rai lro ad  most of the tim e.

Mr. W atson. But  th at  would  no t ap pl y to  the ra ilr oa d ca rr ie r in 
gen era l. I t  wou ld jus t be the specific or  exc ept ion al ca rriers ?

Mr.  P erlman. No, sir . Th e wes tern  roads, as y ou he ard th is  m orn­
ing,  are  s upposed to  be the  o rig inat ing lines an d th e easte rn r ai lro ad s 
the te rm in at in g lines. An d if  the weste rn ra ilr oa ds  are  the or ig in at ­
ing lines, c ert ain ly  th ey can  make t he sam e m oney  on pe r diem th at  the 
P. & L.E . makes.

Mr. Moss. Would the  ge ntle man yie ld fo r j us t a mome nt ?
Mr. W atson. Yes, sir.
Mr . Moss. I  h ave  t o excuse myself  in a momen t. I  would  just like  

to a sk one question, if  I  might.
Are  you ho lding  the  P. & L .E . up  to  th is  com mit tee as a typica l 

or ig in at in g ra ilr oa d?
Mr.  P erlm an. Yes, sir.
Mr . Moss. You  are?
Mr. P erlm an. Yes, sir.
Mr . Moss. And  as you  took  yo ur  sea t you  made a com ment abo ut 

figures.
Mr. P erlman. Yes, sir.
Mr.  Moss.  I  would co ncur in you r observ ation.
Air. P erlman. Th an k you very much. I  am sorry  you  do no t hav e 

th e tim e to  hear  the  fact s. I  thi nk  you sh ould .
Mr. Moss. I  can assure  you, Mr. Pe rlm an  tha t y ou r v ery  i nteres tin g 

dis play  of  facts will be  checked with  gre at  care  by me.
Mr.  P erlm an. Th an k you.
Fou r years  ago  we were  ha nd lin g five fini shed autom obiles  in a 

50-foot box car . Today, we handle  15 finished autom obiles  in  a  tr ile ve l 
car , an d these car s are run in special  trai ns  on expedit ed  schedules 
in bo th the loaded  and empty  movements. In  or de r to  exped ite  the 
re tu rn  of the mu ltileve l cars , our own forces un load  autom obiles  at  
the ter minals day an d night, an d on weekends. Th e re su lt has been 
th at  th is  year the New Yo rk Ce nt ra l will  ha nd le  a mi llion  finished  
auto mobile s by  ra il an d 3 years  ago  would have gone h ighw ay  or  water , 
an d o ur  pro fits  hav e in creased b y im pro ved  util iza tio n.

As  a b yp rodu ct of  th e mass insta lla tio n of mu ltil evel au to cars, ou r 
fleet of  50-foot box cars wi th double doors 12 feet  or mo re wide, was 
ma de a vailable  for  gener al loadin g. As o f J an uar y  1,1964. t he  Am er ­
ican ra ilr oa ds  owned 83,823 of  this  class o f equ ipm ent . Of  th is  total,  
the New Yo rk C en tra l Sys tem  owned  8,427, or more th an  10 percent s 
As  yo ur  com mit tee knows , th e p lywood in du str y has m ade a g reat  p lea  
fo r thi s c lass  of equipment. In  th e ligh t o f th e f ac t th at t he  New Y or k 
Ce nt ra l is no t a lar ge  plywood or ig in at in g ra ilr oa d,  I  suggest  th at  
we e ast ern  ra ilr oa ds  have  d one  cons iderab ly mo re th an  ou r fa ir  sha re 
in s up plying  equipm ent to th is i ndustry .

As  a  f ur th er  ste p away f rom the obsole te 40-foo t boxca r, we ar e r un­
ni ng  40-foot Fl ex i-V an  conta ine r trai ns  at  passe nger tr ai n  schedules
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between New York and Chicago, and New York and St. Louis and 
other points which accumulate 5,200 miles a month, compared to 
1,200 miles a month on the 40-foot boxcars. This service has become 
so popular with the customer that already i t is 5 percent of our gross 
freight  revenue, bu t so efficient because of the  car utilization involved 
that it produces  14 percent of our net income.

And I should like to put  in two exhibits covering these Flexi-Van 
trains into the record. May I do tha t when I get through or-----

The Chairman. Well, will you present it to us so we can see if it 
appropria tely fits into the record, and we will be glad to receive it if 
appropriate .

You may proceed.
Mr. Perlman. These are to explain  why; because there are less 

boxcars, it does no t mean tha t there is less capacity—freight capa­
city—as far as we are concerned.

Beginning in 1958, we initia ted a program  of acquiring Flexi-Van 
cars and vans and at the end of December 1964, we owned 690 Flexi- 
Van cars assigned to freight service, and 2,359 40-foot vans, with 
2,209 bogies, and are acquiring more.

In  the month  of October 1964, a study of Flexi-Van service showed 
tha t the cars were making 6.1 tr ips  per month and each car on each 
trip had an average of 1.9 loaded vans. Thus, in the month of Oc­
tober our van and car fleet produced 7,997 40-foot, loaded-van tr ips.

Using the average for all the  40-foot boxcar equipment of 26.2 days 
per load, our Flexi-Van car fleet is the equivalent of 9,462 40-foot 
boxcars. Thus, although  our boxcar ownership at the end of 1964 
stood at 26,428, our ability  to handle loads is the  same as though our 
ownership of 40-foot boxcars was 35,890. But the real point is th at 
in our Flexi car and van fleet we have equipment which our shippers 
will use consistently whereas the only time the shippers  will use our 40- 
foot boxcar fleet is in times of car shortages.

Another product of market research which increases car productivi ty 
is the  in tegral  coal tr ain.  Four years ago when the coal pipeline  was 
in operation into Cleveland, Ohio, we were faced with the thre at of 
many more coal pipelines all over the country. As a result of the 
integ rated  train concept in hand ling coal, the utiliza tion of hopper 
cars has been greatly improved. We now haul more coal in fewer 
cars, and in a number of instances the cost to the  sh ipper for handling 
his coal has been cut in two. The pipeline tha t was in operation is 
mothballed  and the other pipelines are no longer on the drawing  
board.

The best illust ration of the role of marketing in modernizing rail ­
road services and pricing so tha t new equipment technology can be 
profitably applied is our investment in 1964 of $7.5 million for 500 
100-ton-capacity covered hopper cars for bulk movement of g rain and 
grain products. This invest ment was based on careful market research. 
We found tha t the trad itional patt ern of grain  movement in 40-foot 
boxcars was obsolete and inefficient both for the grain-consuming 
public and for the railroads . Our revenue from this business was $30 
million annually , but  we were losing $3 million out of pocket. At the 
same time unregulated trucks and barges were handling  more and more 
of the  business because our rate struc ture was geared to the high costs 
we incurred in boxcars with  thei r small capacity, costly maintenance, 
contamination of lading, leakage in tran sit,  and the tr adit iona l storage
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an d mill ing in tr an si t. Thus,  no m at te r at  w hat level pe na lty  p er diem 
un de r H.R . 7165 m igh t be set, we wou ld nev er invest  one more do lla r 
in  b oxc ars  fo r gr ain movement.

Th e m ode rn 100-ton covered ho pp er  ca r is ide ally sui ted  to t he  move­
ment of  bu lk gra in.  Yet, we could no t ju st ify  an inv estment in th is 
equip me nt wi tho ut a dras tic  change in the en tir e system of  grain 
tra ns po rtat io n.  Ou r basic pro blem is n ot  car  su pp ly,  b ut  the  seasonal 
na tu re  of  t he  grain movement,  ag gr av ated  by th e Com modity  Cred it 
Co rporat ion policy of  moving  gr ai n at  th e same tim e the ha rves t is 
taki ng  place . Yet , th is problem is no t inc apa ble  of solu tion . I t  was 
necessa ry fo r our ma rketi ng  de pa rtm en t to  develop new concepts in 
pr ici ng  grain t rans po rta t ion w hich encou raged sto rag in th e p rod ucing  
area  an d dir ec t sh ipm ent to  consu ming areas,  geare d to the  steady  
ra te  of co nsumption  rat he r I ban to the  season ali ty of pro duction . In ci ­
denta lly , where th is new gr ain- pr ic in g con cep t is in effect, the price 
pa id  the  pro ducer  has been high er  t ha n un de r th e old  g ra in  rate s, and 
the  cost of  the  gr ain to  t he  cus tom er has  drop ped as much as 9 cents 
pe r bushel.

An d I should  like to  pu t int o the rec ord  an  exhib it of  thi s gr ain 
concept.

Th e C hairman . The exh ibi t w ill be receiv ed fo r th e files of  the com­
mi ttee and we will make a de term inati on  as to  wh eth er it should  go 
in to  the reco rd. For exam ple,  some of  these exh ibi ts wi th  the  p icture s 
an d labe ls and ev ery thing  make it  very difficult fo r the pr in ting  to 
be acco mpl ished and  fitted in to th e record . I t  j us t does not su it or fit 
the m etho d we have o f pr in tin g.

Mr. P erlman. We ll, I th ou gh t maybe  you r s taff  w ould like  to  ha ve 
it.

Th e Chairma n. On the  Fl ex i-V an  exhib it,  th a t can  very well  go 
in to  t he  reco rd of th e hear ing,  an d we shall  be glad  fo r th at to  be  in ­
cluded  in th e record . These  othe r exhib its  I  have  qui ckly observed, 
inclu ding  th is  one w ith  a ll th e pictures  a nd  a lot  o f othe r thi ngs, wi th  
a lar ge  m ap,  i t wou ld make it —I  do no t know—we will ta lk  w ith  the 
pr in te rs  about it. I  th in k it  w ould be very  difficul t to inc lude i t in the 
record . We  receive  these  f or th e files of the commit tee,  and th e com­
mittee  will have the benefit o f them.

Mr. P erlman. Th an k you.
Th e Chairm an . Likewise,  th is  ex hibi t th a t you  have  here , part  of 

th is  can go in the record , suc h part  as it wou ld take  to make the con­
tinu ity of  your  presen tat ion , an d it  wil l be inc lud ed in the record . 
We will let  the  staff  and th e p rint er s work  th is  out.

(P a rt  of  t he  exhib it on Fl ex i-V an  follo ws, ad di tio na l inform at ion 
wil l be fo und  in th e comm ittee files.)

Flexi-V an, a Service of New York Central  System 
Why Flexi-Van?

Some of  the inherent advanta ges  of Flexi-Van are—
1. Side loading—1 or 100 tra ile r un its  can be handled simultaneously.
2. Costly tiedown crews are elim inate d—tran sfers are made in approxi ­mately 4 minutes .
3. Requires no special termin al. Any r ailhea d approach able  by a trac tor-  tra ile r will suffice.
4. Flexi-Van wheels are not  “deadheaded ,” reducing gross weight per car by 9,200 pounds.
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5. Center of gra vity is lowered 33% percent, elim inat ing all  clearance 

problem s and minimizing th e adver se effects of a ir  dynamics.
6. In tra ns it,  van bodies litera lly  float in rubber, permit ting  shi fts  of 4 

inche s fore  a nd af t to provide t he  ep itome of damage-f ree transp ortation.
7. Roller bea ring s permit  pasenger tra in  speeds  and practic ally  elim inate 

hotboxes.
8. Flexi -Vans  tra ve l in Super-Van tra ins , the  faste st fre igh t tra ins in 

the  world.
9. High-cube, square-nosed vans  car rying more  cargo than  most competi­

tive train ers , perm itting maximum cargo loading.
10. Since the trai le r body spends most  of its  time  as  a fre igh t-ca r com­

ponent,  it is not  sub ject to the  Fed era l automotive excise tax of 10 percent.
11. License  pla tes  are  att ach ed to bogies serv ing mult iple bodies and re­

ducing  re gis tra tion fees 66% percent.
12. Licensed bogies  ar e assigned to specific term inals, elim inating reciproc­

ity  d ifficulties.
13. Maximum car util iza tion —cars  arrive,  are unloaded, reloa ded with 

new cargo, and  forw ard ed on th e same day.
14. Use of a Flexi-Van car perm its dir ect inte rcha nge , withou t tra ns fer 

of tra ile r bodies.
15. Gross weight of a Mark II I ca r app rox imates 51,000 pounds over 

20,000 pounds lighte r tha n contemp orary equipment to permit  tra nspo rta ­
tion of 24 percent  more payload with compara tive  motive power.

16. Permits pregrouping, lower ing te rm ina l costs.
17. Allows selec tive unloading.
18. Permits la te r ter mina l cutoff time.
19. Elim inates the  costly “Cor riga ns”—tr ai le rs  head ing the  wrong way 

way  when arrivin g in  term inal s.
20. Compatible w ith all  forms of ca rrier,  lan d and sea.
21. Increases  rai lro ad net.
22. Reduces dis trib ution costs.
23. Elim inates costly export packing in int ern ati onal trade.
24. Reduces pier  handling.
25. Eliminates  the  costly export pi lferage  problem.
26. Use of S trickt ainers  tra nsf orm s LCL shipm ents  to carloads.

Mr. Nelsen. Mr. Chairman, may I ask a question at this point? 
The Chairman. Yes.
Mr. Nelsen. I noted the reference to the movement of Commodity 

Cred it gra in during  harvesttime. Do you have any figures indicating  
how extensive this movement is? This  is a point that I have been 
very much concerned about. Do you have those figures ?

Mr. Perlman. I believe Mr. Miller  here would have some.
Mr. Nelsen. If  you have any figures, I wish you would supply them 

for the record. I would be very much interested in seeing how ex­
tensive this practice is.

Mr. Miller. Mr. Congressman, we do have figures-----
The Chairman. I think you bette r identify  th is gentleman for the 

record, if he is going to give some information.
Mr. Miller. My name is E. P. Miller, chairman of the Car Service 

Division, AAR; and the request has been made for figures as to the 
number of bushels or carloads of grain ordered out by Commodity 
Credit. We do have those figures, from the  first of  the year up to the 
present time, on a monthly basis.

Mr. Nelsen. I should like to have them for the record.
Thank you.
The Chairman. In  order tha t we may have an accurate report  from 

the agency o r the organization that  makes the shipment, I think we 
shall ask the staff to request the Commodity Credit Corporation to give 
us that information.
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(The information requested follows:)
Monthly summ ary, CCC grain releases

E v a n s to n K a n s a s  C i ty T o ta l C a r lo a d s  
g ra in  a n d  

g ra in  
p ro d u c ts

W e ek ly  
a v e ra g e  

g ra in  a n d  
g ra in  

p ro d u c ts
B u sh e ls C a rs B u sh e ls C a rs B u sh e ls C a rs

1968
J a n u a r y . . . 93 ,3 90 ,0 00 46 ,695 38 ,2 23 ,3 53 19 ,11 3 13 1,61 3,35 3 65 ,808 181, 208 45,3 02
F e b r u a r y . . 45, 740, 0 00 22 ,870 62 ,1 52 ,0 45 31 ,0 76 10 7,89 2,04 5 53 ,946 3 270, 220 54 ,044
M a rc h ........ 74 ,3 08 ,0 00 37 ,154 18 0, 920 ,3 27 40 ,4 52 15 5,21 0,32 7 77 ,606 21 5,5 71 53 ,8 93
A p r i l ............
M a y ______

i 11 7,51 0,00 0 58 ,770 78 ,3 25 ,234 39 ,161 i 19 5,86 5,23 4 97,93 1 20 9,57 1 52 ,393
22 ,948 , 000 11,474 45 ,8 16 ,8 56 22 ,906 68 ,7 64 ,8 56 34 ,3 80 3 250,19 5 50,0 39

J u n e ............. 16 ,8 16 ,0 00 8,40 8 33, 02 4, 97 7 16 ,520 49 ,8 40 ,9 77 24 ,928 22 0,89 8 55 ,225
J u ly ______ 36 ,656 , 000 18,328 » 2 3, 57 2,46 1 11 ,766 60 ,228 ,461 30 ,0 94 228, 036 57 ,0 09
A u g u s t___ 11 ,8 42 ,0 00 5,92 1 25, 64 9, 64 8 12 ,852 2 37, 491 ,6 48 18 ,77 3 ’ 27 0,37 1 54 ,074
S ep ­

t e m b e r .  . 11 ,5 50 ,000 5,77 5 28 ,5 46 ,8 04 14 ,318 40 ,0 96 ,8 04 20 ,093 20 0,53 4 50 ,134
O c t o b e r . . . 9, 47 8, 00 0 4,73 9 47, 56 8, 10 5 23 ,848 57 ,0 46 ,1 05 28 ,587 3 3 26 ,73 1 65 ,3 46
N o ­

v e m b e r .. 2 3 ,0 90, 00 0 1,54 5 55, 60 5, 94 5 27,86 1 58, 74 0, 94 5 29 ,406 23 4,14 9 58 ,5 37
D e c e m b e r . 8,23 4,  000 4,11 7 71, 66 8, 14 0 36 ,2 19 79, 90 2, 14 0 40 ,3 36 19 6,67 7 49,1 69

T o t a l . . 45 1,59 2,00 0 22 5,7 96 59 1, 10 0, 89 5 29 6,09 2 1,0 42 ,6 92 ,8 95 521,8 88 2, 80 4,16 1 53 ,9 26

1964
J a n u a r y . . . 20 ,739 ,974 10,65 7 69, 82 3, 03 3 35 ,249 90 ,5 63 ,007 45 ,906 226, 590 56 ,648
F e b r u a r y . . 11 ,757 ,74 8 6, 14 0 37 ,8 50 , 412 19 ,170 49 ,6 08 ,160 25 ,310 3 267,46 2 53, 492
M a rc h ____ 9, 11 0,09 7 4, 556 41 ,5 08 ,031 21 ,040 50 ,6 18 .128 25 ,596 18 6,0 55 46, 514
A p r i l_____ 12 ,573 ,159 6, 286 76 ,2 77 ,757 38 ,3 86 88 ,8 50 ,916 44 .672 177,3 04 44, 326
M a y .............. 11 ,307 ,59 7 5, 652 34 ,0 69 ,4 67 17,18 7 45 ,3 77 ,064 22 ,839 3 20 7,89 4 41. 579
J u n e ______ 15, 317, 612 7,65 7 15 ,928 ,831 8,0 60 2 31 ,246 ,443 15,71 7 205,011 51 ,2 53
J u ly ______ • 21, 523 ,12 0 10 ,76 3 » 1 5, 64 5.03 0 7,89 6 37 ,1 68 ,150 18, 659 19 7,1 07 49 ,2 77
A u g u s t___ 5,99 0,78 7 3,04 9 30, 215 , 206 15 ,23 2 36 ,2 05 ,993 18, 281 3 24 3,05 6 48 ,6 11
S e p te m ­

b e r _____ » 4,17 1,37 4 2, 11 0 1 11 0,17 9,32 1 55 ,410 ‘ 114 ,35 0. 695 57 ,520 20 1,13 9 50, 285
O c t o b e r . . . 10, 146, 508 5,07 3 54, 22 7,35 1 27,301 64 ,3 73 ,859 32 ,374 3 3 10 ,481 62 ,0 96
N o v e m b e r. 4, 727, 431 2,36 5 40 ,8 03 ,771 20 ,494 45, 531, 202 22 ,859 22 1,1 77 55 ,294
D e c e m b e r . 6, 34 4,19 9 3,17 4 32 ,8 01 ,1 89 16,54 4 39 ,1 45 ,388 19. 718 180,361 45 ,0 90

T o t a l . . 13 3,70 9,60 6 67 ,482 55 9, 32 9,39 9 281,96 9 69 3.03 9,00 5 349,4 51 2, 62 3,63 7 50 ,455

1965
J a n u a r y . . . 35 ,954 ,097 17 ,97 3 36 ,3 62 ,0 34 IS,  272 72 ,316 ,131 36 ,2 45 3 230, 549 46 .110
F e b r u a r y . . 47 ,03 1, 765 23 ,516 2 2 3, 77 1,7 75 12 ,055 70 ,8 03 ,540 35, 571, 177, 764 44 ,441
M a rc h ____ 35 ,92 8, 256 17 ,96 4 1 70 ,1 46 ,8 67 35 ,447 10 6, 07 5,12 3 53,4 11 192,789 48 ,197
A p r i l_____ 18 4, 11 1,84 4 42 ,086 54 ,4 54 ,9 50 27 ,682 i 138, 566,7 94 69, 768 3 2 36 ,336 47, 267
M a y .............. 5, 51 7,44 9 2,75 7 38 ,8 46 ,1 85 19 ,57 0 = 4 4,36 3,  634 22, 327 180,036 45 ,009J u n e .......... .. 2, 82 5,67 3 1,411 44 ,055 , 406 22 ,259 46. 88 1,07 9 23 ,6 70 211,00 4 52. 751
J u ly ............ 9,8 54 , 568 4,92 7 44, 618, 195 23 ,138 54 ,4 72 ,763 28 ,0 65 3 27 5,8 85 55 ,177
A u g u s t___ 9,71 3,69 7 4,85 8 58, 405, 944 29, 596 68 ,119 ,641 34, 454 220,74 9 55 ,187
S e p te m ­

b e r ............ ’ 2, 16 7,85 5 1,08 5 50 ,948 , 583 25 ,697 53 ,1 16 ,438 26 ,7 82 199,5 90 49 ,899

T o t a l . . 23 3, 10 5,20 4 116,5 77 42 1, 60 9, 93 9 213,71 6 65 4,71 5,14 3 33 0,29 3 1, 92 4,70 8 49 ,351

1 H ig h . * L o w . * 5  w eek s.

Mr. Perlman. I think i t would be very helpful , Mr. Chairman, be­
cause every fall during  the grain  and harvest season when they clean 
out their  elevators, tha t is when they put the peakload on the trans­
portation  system. And if tha t can be leveled out it would be very 
helpful. It  would be one of the greatest  reliefs to the grain  car 
shortage in the country, actually.

This new application of a systems approach to grain tra nsportation 
made it possible for us to justi fy the investment of $7.5 million in 100- 
ton covered hopper cars. In steady, year-round service each one of  
these cars is equivalent to at least four  40-foot boxcars employed under 
the old system of peak harvest movement to storage elevators.

Our experience to date indicates that  when the application of simi­
lar rates becomes widespread, thus encouraging the movement of grain
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more evenly throughout the year and perm itting the replacement of 
boxcars with high-capacity covered hopper cars, the “chronic” grain 
car shortage will disappear.

Southern Railway has made great  strides in this work with thei r 
Big J ohn  car.

We believe that  the eastern and southern railroads have made far 
greater progress in this direction than the western railroads, whose 
gra in transportation  system is still  geared prim arily  to  the peak h ar­
vest movement of grain from country areas to  terminal storage eleva­
tors, a concept which stems from the horse and buggy days of more 
than  60 years ago.

On the subject, of grain  car supply, the committee will be interested 
in the results of a study made of the interchange of cars between the 
New York Central  and its western connections, who incidentally, are 
the proponents of II.R . 7165. The study covered the period from 
October 1, 1964, thro ugh February 28, 1965. During those 5 months, 
the New York Central  received from the Santa  Fe, C.B. & O., Mil­
waukee Road, Chicago & North Western, Il linois Cent ral, Rock Is land 
& Soo, 35,928 loaded boxcars, 9,102 empty boxcars, or a total  of 45,030 
boxcars. In  the same period the New York Central delivered to these 
lines 41,061 loaded boxcars; 21,254 empty boxcars, or a total  of 62,315 
boxcars.

Thus, we delivered to these western lines 38 percent more boxcars 
than we received from them. In  the same period, from these same 
lines, we received 6,370 New York Centra l System, loaded and empty 
boxcars, but we delivered to these same lines in this same period 8,554 
New York Central System boxcars. In  the same period from these 
same lines we received 25,064 loaded and empty foreign boxcars, but 
we delivered in the same per iod to these same lines 36,625 loaded and 
empty foreign boxcars. Thus, in this period of alleged boxcar short ­
age, the  New York  Central delivered to its western connections sub­
stan tially more loaded and empty boxcars, both system and foreign 
boxcars, than i t received from these same western connections.

Now, it is rather interesting—you talk about the order  that was 
received just the other day. This order requires us to deliver 350 
boxcars a week, empty boxcars to the Santa  Fe Railroad.  I have here 
the tota l cars tha t were received from the San ta Fe and delivered to 
the Santa  Fe from October 1 to  Feb ruary 28. This  was the last record 
we had. And it showed th at the San ta Fe delivered to us 2,834 cars, 
but we delivered to them 10,232 cars. And un der this car service order 
now we must short our customers like Frigidai re, who are making  re­
frige rators, and other of the eastern customers of ours to deliver 350 
cars a week to the Sa nta Fe, em pty cars—and we are the bad guys.

The Chairman. Do you have tha t same figure from the Burlington?
Mr. Perlman. Yes, sir;  I have from the Burlington. The Bu r­

lington  delivered to us 6,119 cars. We delivered to them 13,704, more 
than  double.

The Chairman. That was October 1 to February-----
Mr. P erlman. February 28, t ha t was the last record tha t we had 

by railroads, the la st we could get. I cry for the Burlington.
Mr. Younger. Ju st one question. Would tha t not comply with the 

ICC order of 350 a w’eek ?
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Mr. P erlman. Well, now, on top of it, besides the disparity in in­
terchange, we are forced besides t ha t now as of this  last order  to 
deliver to them besides th is 350 add itiona l empty boxcars a week to 
the Santa Fe.

The committee may question, as we did, why, during a “car shor t­
age,” there should be any significant movement of empty boxcars to 
the Central from our grain originating connections, who are crying 
so bitter ly for cars. It  was possible th at the cars were unsuitab le for 
grain loading.

In  order to find the answer, we made specific checks o f empty box­
cars received on sample interchange dates, selected a t random. Our 
sample of these car records showed that  the boxcars received were 
not only suitable, but were in fact  loaded with grain on our line 
within  2 to  5 days. It  is pe rfectly apparent tha t the western lines 
were loading their  own cars in preference to foreign cars, even at a 
time when the “car shortage” was supposedly so acute that strict car 
distribution orders had been issued by the Interst ate  Commerce 
Commission.

Cent ral’s proposed and proved effective solution to the grain dis­
tribu tion  problem is an eloquent example of the economics of com­
petition at work, as distinguished from the dead hand of Govern­
ment regulation. In  the case of the jumbo hopper gra in rates, the 
competitive economic force sprang from the necessity t o turn  crip­
pling  losses in handling grain  and grain  products  into profi table hauls, 
while reducing costs of transporta tion and the ultimate cost to the 
consumer. At the same time i t enabled us to recapture traffic lost to 
other forms of transportation.

Another example is cement, which a few years ago moved almost 
exclusively by rail in covered hoppers. The grea t convenience of 
jobsite delivery by truck, and the difficulty and expense of tran sfer  
from rail hopper to storage, thence to t ruck  for jobsite delivery, led 
to widespread decentraliza tion of the cement industry,  despite the 
fact tha t centralized cement produc tion offered grea t production  cost 
advantages. If  these production cost savings were to  be passed along 
to the consumer, a ne-w tra nsporta tion  tool had to be found.

The Central met tha t challenge by the development of the F lexi-F lo 
car, a covered hopper of 125-ton capaci ty with a pressure differential 
device. The car  moves from production point to term inal, where it is 
unloaded, as the cement is needed, into  pressure differential-equipped 
trucks. Differences in pressure within the truc k’s hopper and the 
rail car hopper permit loading the truck  in a mat ter of minutes. 
Flex i-Flo  reduces the cost of basic transportation , eliminates the need 
for  storage in transit, and permi ts the ultimate consumer to share in 
the benefits of all these cost reductions, including t ha t of centralized 
production of cement.

And I should like to have this  Flexi-Flo—here is the other one— 
presented for the record.

(The informat ion referred to will be found in the committee files.)
These are but five of many examples where marke ting research, 

focused on a par ticu lar problem, has forced a solution of th at problem 
by the carrier  itself.  In  each case, the solution to the problem bene­
fited not only the carrier seeking to protect h is traffic but benefited even
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more the users of  the tran sp or ta tio n service. Th is is comp eti tion 
under the  fre e en terp ris e system at  i ts  b est  a nd  its  most productive.

Whil e each  of the  foreg oing  examples  de alt  with  m arke t research  
in  specific com modity  grou ps , expend itu res  ru nn ing ove r $5 mi llion  
pe r ye ar  by ou r ra ilr oa d in the  field o f cybernet ics  h as also a ma zin gly  
increased  the  pr od uc tiv ity  of  our ca r fleet. An d I wish  Mr.  W ats on  
were her e to  he ar  this. We now have  the ab ili ty  wi thin one twenty-  
five-thousandth s of  a second to loca te any  fr ei gh t ca r on ou r system. 
Th is  is done by  th e use o f e lec tronic  mem ory system s, a larg e com mu ni­
cat ion s network , and closed cir cuit television.  Th e ma gn itu de  of  t hi s 
ach ievement  will  be rea lized  when  one tak es  int o accoun t th at  these 
rec ord s mus t inc lud e any  of  the  1,800,000 ca rs in the  en tir e na tio na l 
fleet.

And  I  wou ld like to pu t in an  exhib it of  th is  tran sp or ta tion  com­
muter  c enter  that  is  do ing  so much to get  b et te r c ar  uti liz ati on .

(T he  in form at ion re fe rre d to will  be  foun d in th e com mit tee  f iles.)
Ce rta in ly  if  one is seeking incr eased fr ei gh t ca r prod uc tiv ity  these 

posit ive  me tho ds can  be much more he lpfu l to  the  sh ippe r th an  
pe na lty  pe r d iem, which  is a  negative  ra th er  t ha n a pos itive approa ch  
to  t he  problem. I f  more ra ilr oa ds , inclu ding  some of  the roads who 
com pla in the l oud est , w ould s pen d some time a nd  money on these m od­
ern  tech niques , th e benefits in increased  ca r pr od uc tiv ity , whi ch is the 
equiv ale nt of  more car s, wou ld accrue to the en tir e na tio na l ra ilr oa d 
system.

Fre ig ht c ar  ut ili za tio n impro veme nts  can  on ly be  brou gh t abou t by a 
sys tems engin eerin g approa ch  to tra ns po rta tio n.  Th is was  best ex ­
emplif ied by our gr ain prog ram, by ou r mu ltil evel prog ram , by ou r 
cem ent  and in tegr al  tr a in  program s. We  hav e ma ny  othe r sim ila r 
prog rams in progres s at  the  presen t time, all  des igned to  accomplis h 
the resu lt of  be tte r ca r ut ili za tio n,  be tte r an d more ap pr op riate cars 
and low er costs  t o the  sh ippe r an d at  a pro fit to the  ra ilr oa d.  Ev en  
thou gh  our ra ilr oa d,  a s show n by the figures, ha s a gr ea te r ow nersh ip 
of  f re ig ht  ca rs t ha n the num ber i t uses, we firmly believe th at  thi s is not 
the only ans wer to th e pro blem.  Th e answer mus t come fro m th is  
systems engin eerin g approa ch  to  th e en tir e use of  the na tio na l fleet. 
Th is techniqu e, wid ely  used  in othe r ind ustries , mus t be more  wid ely  
used in the ra il ro ad  indu str y,  an d ag ain  some of  the  ra ilr oa ds  com­
pl aining  the  most a re the  ones doing  the  least.  Never the less, th e figures 
will  show  t hat  gr ea t prog res s in pr od uc tiv ity  h as,  i n fac t, been made. 
In  the Senate re po rt  on  the  S enate  c ou nterpa rt of  th is bil l, t he  fo llow­
ing  figu res  are  cite d sho wing the dec line  in fr ei gh t ca r owner ship.

An d I  mus t say  m any peop le have view ed with  e motion  an d alarm 
the so-called dec line  in owner ship, bu t they  h ave no t analyzed  t he  i n­
crea se in capacit y and ut ili za tio n.  And  the y say  t hat —here are  thei r 
fig ur es : 1926, ca rs owned o r leased,  2,427,000—they use t hat  as an  index  
of  a hun dr ed  percen t.

In  1964, 1,482,000. Th ey  use th at an d show th at the  in dex is 61 p er ­
cen t of  the ca r fleet o f 1926. Bu t w ha t w as not  sho wn in t he repo rt  a re 
the  follow ing  figure s:

In  1926, wh en the y u sed  a h un dr ed  perc en t for  the 2,400,000 ca rs, the 
revenu e ton  mile s at  th at tim e wer e 443,700 mi llio n. And  le t’s use 
th at  as a hu nd red perce nt fo r the  revenu e ton miles th a t year.



152 NATIONAL FRE IGH T CAR SHORTAGE

The revenue ton miles in 1964 were 659,327 million, or an index o f 148.6 percent of the ton miles in 1926, and they were handled with a fleet of 61.7 percent of the 1962 fleet, but it is not the same kind of fleet. It  is not the same kind of utilization. It  is not the same kind of railroading.
So the decline in car ownership considered alone is completely mis­leading. The fact is that better equipment with greater capacity and with better utilization has permitted the Nation’s rail roads to achieve the highest level of revenue ton miles in history. It  is significant that  1964 revenue ton miles exceeded the average of World War I I  years for the first time.
The legislation before you would stifle the sort of creat ive competi­tion which produced jumbo hopper cars for grain , Flexi-Flo, the mult i­level car, Flexi-Van, the integral coal train,  and many other examples of constructive progress throughout the rail industry . Wide, almost arbit rary , discretion in the imposition of penalty per  diem charges would surely take from rail management  the ability to channel its working capita l into needed and productive new tools of the sort I have described. Instead , tha t capita l would be litera lly thrown away, wasted in a vain effort to perpetuate obsolete, inefficient, and non­productive means of distribution.
A few months ago, Presiden t Johnson forecast the tenor of his awaited 1966 transp ortation message. He stated tha t a guiding p rin ­ciple of t ha t message would be greater reliance on competition rather than on regulation. And th at is a guiding principle of my plea to you 

today. We must recognize, we must welcome this transportation  revolution, which is once more creating in the railroads a growth industry.
Finally, the intercity ton-miles of the railroad as compared to the interci ty ton-miles of  the trucks is showing an upturn  in the last 2 years.
In  my considered judgment, th is transportation revolution promises great benefits to  every citizen of our country. The bills before you today represent one effort to hold back tha t revolution, and I urge you not to consider them favorably.
And why I say this, gentlemen, is, this  40-foot boxcar everyone is so concerned about and the 50-foot boxcar are obsolete. When we were talking a couple of years ago about f inancing a freight car program, 

some of the insurance companies told us they didn’t want our equip­ment t rus t equipment under  those kinds of boxcars. Now, it  is about 
time some of these other railroads tha t have come in and wanted the  Intersta te Commerce Commission to do what they didn ’t have the in­telligence to do—and the Bur lington Railroad  was one of the strongest  railroads in opposition to the car ownership princ iple t hat  was studied by the Association of American Railroads when we spent a million dollars in having  an outside consultant firm, try ing  to set up a car- ownership principle, because tha t is the important thing, unless you can decide how many cars a. railroad should own, it is pre tty hard to penalize them because they don’t own them. And this is what this kind of a penalty bill would try  to do. Fi rs t you have got to say, this is what  our ownership should be, and if it isn’t tha t, we will penalize 
you.
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But  if  the  ra ilr oa ds  t hem selv es can’t agree—an d as I say, the  B url ­

ing ton  was one of  the  grea tes t objec tors to the  major ity  des ire to  ge t 
th at  kin d of  a ca r-o wn ers hip  bil l—I  th in k th is bil l wou ld be a gr ea t 
de trime nt to  the ind us try .

An d 1 th ink again , g ent lem en,  in sp ite  o f t he f act th at  i t wou ld add 
mon ey to  the New  Y ork Ce nt ra l reve nues, an d in sp ite  of  th e fact  th at  
ou r car  ow nersh ip shows th a t we ow n more  car s in o ur  fleet th an  we use.

Now, t hi s is th e end o f my test imony .
Bu t I sho uld  lik e a lso to  pu t in t he  re cord a st ate me nt  here —ac tua lly  

I was  asked to do th is  by Mr . Loomis—in  tes tim ony before  th is  com­
mittee  yeste rda y the fol low ing  sta tem en t was  m ade  b y the Ho norab le 
Fl oy d V. Hic ks,  Member of  Congress fro m t he  Si xth Dis tr ic t of the  
St at e o f W ashing ton,  and I  am q uoting:

There  is  a nother  a spec t which is of a t lea st as deep concern to me as a member 
of the  House Commit tee on Armed Services, and  th at  is th at  the boxcar shor t­
age is having an adverse  effect on our  defense efforts. Ammunition destined 
for  Vietnam has  been delayed because of the  sca rci ty of fre igh t cars.

Mr. Ch air man , I  am af ra id  th at Mr.  Hi ck s ha s been misin formed. 
And  I  beg  leave to set the  rec ord  st ra ight . Th ere  is no t a sing le in ­
stance  of  delay  in t he  deli ver y o f any am mu nit ion  des tined fo r Vietn am 
or any othe r place beca use of  a shor tag e of fr ei gh t c ars.  On  the  con­
tr ary , the  pe rfo rm ance  of th e ra ilr oa ds  in me eting  th e reques ts of  th e 
M ili ta ry  Traffic Managem ent an d Te rm inal Service  h as brou gh t high  
prais e fro m the Dep ar tm en t of  the Ar my , an d is a m at te r of  con sid­
era ble  pr id e to  the  ra ilr oa d i nd us try .

I  beg  your  leave to read  th is  pa ra gr ap h fro m a le tte r add ressed to 
the Assoc iation of Am erican  Ra ilr oa ds  f rom  Gen. Jo hn  J . Lan e, com­
man ding  officer of th e M ili lta ry  Traff ic Ma nag em ent  an d Te rm inal 
Serv ice,  d ated  S eptem ber 15, 1965, on the m at te r of the ra ilr oa ds ’ p er ­
for ma nce in me eting  the demands of  the De pa rtm en t of  Defense.

An d I  wou ld like to int roduce the  en tir e le tte r into th e record .
Th e C hairm an . Let  it be inc lud ed i n th e rec ord .
(T he  let te r is as fo llo ws:)

D ep artm en t of  t h e  Ar m y ,
M il it ary  T raff ic  M anagem en t  an d  T er m in a l  Ser vi ce ,

'Washington, D.C., September 15,1965.
M r.  D a n ie l  P . L oom is ,
President, Association of American Railroads,
Transportation Building, Washington, D.C.

Dear Mr. Loomis : By way of summary  of ou r discussion dur ing  your vis it on 
Septem ber 10, I wish to again  express my appreciation for  the exce llent  coopera­
tion  and  suppor t given the  Dep artm ent  of Defense by the  Assoc iation of Amer­
ican  Ra ilro ads  and  the U.S. rai lroads  dur ing  recent months . On several 
occasions unusu al requ irem ents  have  called for  special att ention by your staff  
and prom pt action by the  rail roads. The response to these unu sua l situations, 
in each inst ance, h as been exempla ry.

Wi th respect to the impact of increasing requi rements, I hope the estimates 
furnis hed dur ing  your  v isit  are  helpful . I ant icipat e refinements in forecast ing 
for th e period Jan uary-M arc h 1966. Est ima tes for these months will be provided  
your staff as quickly as th e pe rtin ent da ta are  available.

I sha re your concern abo ut effective fre igh t car  util izat ion. We shall  con­
tinue to concentrate on our traffic contro l operations to obta in optimum uti liza­
tion of cars, par ticula rly  for expo rt traffic. It  is our  policy to obtain  as fa st 
a tur narou nd as is feasible . I would app reci ate info rma tion  on any occasions 
when thi s policy is being violated. Admiral Sutherling , my Deputy for  Opera­
tions, is on the  wes t coas t thi s week and  will devote specia l att ent ion  to th is 
question.
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On some occasions, mil itar y exigency may requ ire an uncommon response on the part of the U.S. transp ortation industry . I assure  you, however, th at  it will be my purpose to confine requests  for such a response to occasions where it is necessary in the  nat ional interest.
With best per sona l regards ,

Sincerely,
J oh n J.  Lan e,

Major General, U.S. Ar my,  Commanding.
Mr. Perlman. And I should like to quote from this letter  from 

General Lane of the Department of the Army. I will just  quote one 
parag raph:

I wish again to express my appreciation  for  the  excel lent cooperation and support given the Department of Defense by the Association of American Rail ­roads and the U.S. rai lroads  dur ing  recen t months. On severa l occasions un­usual requirements have called for  special atte ntion by your staff and prompt action by the railroads . The response to these  unusual situations, in each in­stance, has been exemplary.
So I should like to introduce t hat  lette r from General Lane into the record.
The Chairman. It  has been included in the record.
Does that conclude your presentation ?
Mr. Perlman. Tha t concludes my presentation, sir.
The Chairman. Mr. Younger, any questions?
Mr. Younger. Just one.
In regard to your s tatistics  on page 14, the revenue ton-miles, there 

has been a lot of testimony tha t the product of the country has in­
creased such and such a percentage, and that the railroads’ capacity 
has fallen such and such. Now, your figures here show tha t from 
1926 to 1964 your revenue ton-miles or the hauling  capacity has in­
creased 48 percent. I wonder just how tha t percentage of increase 
compares with the product  increase; tha t is, some measure of what 
should be hauled by the railroads. Do you have any figures like that?

Mr. P erlman. No. But  I could get the figures for you and have 
them inserted in the record.

Mr. Y ounger. I think it would be well to get tha t comparison, be­
cause there has been so much made in the testimony before tha t the 
railroads  haven't kept pace with the  productivity  of the country.

Mr. P erlman. Yes, sir. I would say tha t they have not, th at their  competition has gone ahead of them ; that is, the amount of tran sporta­
tion and especially truck transportation. But, as I say, in the last 2 
years we have shown an upturn in the competitive intercity  net ton- 
miles hauled by the railroads  compared to other forms of transporta­
tion. And I think  th at these new methods and techniques tha t I men­tion in here are adding immeasurably to it.

Mr. Younger. One thing that is not clear in my mind, if they put 
in the per diem rate of $4.50 a day, or whatever the rate is, you say 
that that would yield money to your road because you have more cars on loan than you have other care on your own line?

Mr. Perlman. Tha t is right.
Mr. Younger. So tha t you would gain by that. If  tha t were true— 

and 1 take it it is—why in  particular would you object to tha t being done ?
Mr. P erlman. Purely in the interest of the railroad industry, sir. 

We people in the industry say we should have less regulation. And 
the moment tha t a minority of the group can’t agree with the majority,



NATIONAL FREIGHT CAR SHORTAGE 155
they want to run. to the Commission to have the m ajor ity's  will over­
thrown. I think that is wrong. I think it is pu t up or shu t up in any 
kind of a game. If  you ask for less regulation, von shouldn’t have 
your tongue in check at any time you thin k you can get some ad ­
vantage out of more regulation,  ask for more regulation. My inter­
est in this thing  is, I think the railroad indus try is better off letting the 
free forces of competition have their full sway ra the r than have more 
and more regulat ion piled on us by the Congress and by the  In ters tate  
Commerce Commission. I think there should be enough statesman­
ship in this industry to solve its own problems. And tha t is why I 
am here.

Mr. Younger. T hank you very much. Mr. Pearlman.
The Chairman. Mr. Nelsen.
Mr. Nf.i.sen. Thank you, Mr. Chairman.
I notice in your statement on page 2 you re fer to the system of own­

ership and the cars in possession, 108,323, and on you r t racks  103,237, 
which would indicate that  some of your cars would be on somebody 
else's tracks.

Mr. Perlman. Yes, sir.
Mr. Nelsen. Now, the question T would like to  ask  refers to an ex­

cerpt from the examiner’s report,  the recommended order and finance 
docket No. 21989 deal ing with the Pennsylvania R ailroad and the New 
York C entral's merger. Tn this par ticu lar docket they refer to the fact  
that  between 1952 and 1963 equipment rent for the Pennsylvania Rai l­
road rose from $16 million to $71 million: on the New York Central,  
from $12 million to $38 million. It goes on to state  tha t the increase in 
the Pennsylvania  equipment rate payable is prim arily  attributable 
to a change in policy from purchasing equipment to leasing equip­
ment. For 1952 to 1963 its number of available freight  cars declined 
from 194,000 to 134,000, or a net decrease of 60,000 cars. If  this  is 
brought to current date, i t would be 83,000 cars. Then it goes on with  
reference to the New York Cen tra l:

We note that  dur ing  the  period  of 1952 to 1963 its number of avai lab le fre igh t 
ears declined from 142.000 to 88.000. a net  decrease  of 54.000 cars. And if thi s 
is brought up to a current figure, it  would l>e 63.000 cars.

Now, I  realize that when you go to cars of greater capacity it does 
make these figures really inaccurate  as far  as a description  of the 
situation that  does occur. But this is a 10-year period. Here you refer 
to 9 months. I wonder if you have any observation relative  to this 
document ?

Mr. Perlman. Well, No. 1, there are several part s to this.
In the Pennsylvania  ownership versus the leasing, in order  to reduce 

their official debt instead of going out and buying new fre igh t cars 
and put ting out equipment trus t certificates, o r fixed debt, they ar ­
ranged with insurance companies to buy these cars fo r them and lease 
them back to them over a number of years. And the costs—the rental 
cost, you might say, or the ownership cost were practica lly the same, 
jus t a little more, enough to let  the insurance companies make a li ttle 
interest on them.

Mr. Nelsen. In  other words, the rental is not of other  railroads’ 
cars, it is of an insurance company or some finance plan,  and they
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have rented cars in tha t manner ra ther  tha n buying them and owning 
them themselves?

Mr. Perlman. Th at is right. That amounts to almost $250 million, 
which isn’t shown in thei r ownership, but it is shown as leased cars. 
And it isn’t shown in their debt for tha t reason.

Now, Mr. Smucker is here for the Pennsylvania, and he could am­
plify tha t actual ly better than I could. But I know of my own 
knowledge tha t tha t is what happened.

Also in t ha t period, instead of buying boxcars on the Pennsylvania 
they have gone, not to the Flexi-Van, but  to the Trailer Train, which 
is a piggyback form of containerization different than ours. And 
they lease f rom Tra iler  Tra in these cars, and they are not in thei r 
ownership.

Am I r igh t on that ?
Mr. Smucker. Yes, sir.
Mr. Perlman. So of the figures again, tha t is why 1 said that at 

the beginning, you can use figures any way you want, but you have 
to know what they mean. And the same way with our ownership.

Now, the Burlington in  its system controls  the Colorado and South ­
ern Railroad . The Colorado and Southern Railroad and the  Burling­
ton, in put ting  in car ownership, take the consolidated figure. And I 
would refer again to Mr. Miller of the AAR for my facts, because 
again I am quoting other  railroads ’ practices and AAR practices.

Now, we own over 70 percent of the Pitt sburgh  & Lake  Erie . So 
we have consolidated retu rns also.

So when we ta lk about the New York Central, in that which you 
read tha t was New York Central  Railroad alone. We have many, 
many subsidiaries, wholly owned, 15-percent owned, 51 percent, but 
the P. & L.E. is over 80-percent owned. And we make consolidated 
returns fo r them just like the Burling ton which includes the Colorado 
and Southern figures in theirs. And that is wha t brings  up this figure 
I gave you of 108,000.

Mr. Nelsen. I understand.
Thank  you very much.
The Chairman. Mr. Harvey.
Mr. Harvey. You refer red to free forces of competition a minute 

ago. But aren’t these per diem charges set by the Inte rsta te Com­
merce Commission?

Mr. Perlman. No, s ir; these per diem charges are voted upon by 
the membership of the Association of American Railroads. And 
they are set by them. And In tersta te Commerce Commission has noth­
ing to do with it.

Mr. H arvey. I am a newcomer to this. Why are we authorizing  the 
Inte rsta te Commerce Commission to  go ahead and raise them?

Isn ’t tha t what we are doing, we are giving it the autho rity to do 
that  ?

Mr. Younger. No.
Mr. H arvey. I thought in reading it tha t it authorized them to do 

it, but didn’t compel them to do it.
Mr. Younger. No.
Would the gentleman yield ?
Mr. Harvey. I would be glad to.
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Mr. Younger. I am not a lawyer, but this  merely says tha t if it 
actually raises the rate, this is the method they must use in calcula ting 
thei r r ate s; it doesn’t say tha t they must fix the rates, all it says is that 
if you do fix the rates, the rates must be fixed in this manner as set 
for th in the bill.

Isn ’t that your understanding of it ?
Mr. Perlman. Yes, sir.
Mr. Harvey. We certainly aren’t talking about the free forces of 

competition, are we ?
Mr. Perlman. I would say so.
Mr. Harvey. In  either event, if they are agreed upon by the ra il­

road or the Interst ate  Commerce Commission says so, there are no 
free forces of competition, either they are agreed upon by the ra ilroa d 
or the Interst ate  Commerce Commission sets them. In  either case is 
there any competition ?

Mr. Perlman. Wh at I meant, sir, was tha t we have always said 
tha t the ra ilroa d should be allowed as much freedom from regulat ion 
as possible. They should be able to set the ir own rates. They should 
be able to set the ir own hours of service, all those kinds of things, just 
like any other industry under the free enterprise system in America.

Now, this  just gives the Commission one more fiat from the Gov­
ernment in this  whole regulatory  sphere.

Mr. Harvey. I could accept your argument , but on the surface of 
it, $2.79 to ren t the $5,000 article per day barely covers fees for 
interest on loan, if you want to borrow $5,000 for a day that  would 
only take care of the  interest, tha t is all. So on the surface it doesn’t 
sound like a reasonable thing. I fail to understand your argument 
there.

Mr. P erlman. When these rates were set they were calculated on 
the ir cost, includ ing interest. You see, some of these cars that you 
have talked about are depreciated down to a value of a thousand 
dollars.

Mr. Harvey. Granted, they are depreciated down, as we discussed 
this  morning, they have taken it into account. Bu t I  still gather,  
looking at the table here, tha t to rent a vehicle worth  up to $5,000 
you pay a charge of $2.79 a day, or thereabouts. And when you 
calculate the interest on a $5,000 loan, you can ’t go down to the bank 
and borrow it any cheaper than that. So all  you are doing is paying 
interest on it, that  is about it. Eit her  tha t, or I don’t unders tand 
this bil l at  all. Tha t is possible.

Mr. P erlman. You have got up to a 30-year life on these cars. 
And th at is why you-----

Mr. Harvey. Bu t that is taken into account in establishing your 
per diem charge, isn’t it  ?

Mr. Perlman. Yes.
Mr. Harvey. The car is depreciated, and the per diem charge is 

based upon the depreciated cost, after you have established your de­
preciation charge, and so forth. I am talk ing about one tha t is 
depreciated down to $5,000. And it still costs $2.79 now a day to 
rent  it. But  I  am saying t ha t you can’t go to  the bank and get $5,000 
for less than t ha t interes t alone.

So it  j ust  seems to me on the surface  it is a pret ty low charge un­
less you have got some other explana tion th at I  don’t know of.



158 NATIONAL FREIGHT CAR SHORTAGE

Mr. P erlman. Any bank will give you $5,000 for a thousand dol­
lars a year, or my arithmetic is very bad. And I happen to be a 
director  of a bank. And we would be very happy to make a loan on that basis.

Mr. Harvey. Maybe my figures are wrong.
My figures must be wrong. Apparently  they are. I will concede it.
I have no further questions, Mr. Chairman.
Mr. Perlman. I am sorry. This has been a source of argument 

among the railroads for years. And they try  to get all the costs 
thrown in that  they can. And of course again, as I mentioned before, 
the principle of car ownership isn’t like a leasing company would 
worry about the profit, you want to own a number of cars to take 
care of your customers. And this is all you want to own. It  isn't 
to make a profit in it, but it is to make a profit in serving your customers.

So we don’t consider it  on the same basis tha t a leasing company 
would consider leasing a truck or a piece of equipment.

Mr. Harvey. I have no fur ther  questions, Mr. Chairman.
The Chairman. Mr. Perlman,  I assume from your very good 

presentation here, as always, that you are knowledgeable in this field. 
Now, we have benefited from your  presentation before this committee.

I assume that you do not contend that there  is actually no shortage 
of inefficient operation in the fre igh t car field in the United States.

Mr. P erlman. No, sir, Mr. Chairm an; I am not that naive or that  
dum. There is a shortage. There is a shortage of about 25,000 of 
these, grain cars in the United States. And I tliink Mr. Miller is the 
one who made tha t statement at the Association of American Rai l­roads board meeting about a year ago.

Mr. Miller. 25,000 grain cars?
Mr. Perlman. 25,000 grain cars. There  is a shortage.
The Chairman. I ju st wanted to be sure I  understood you correctly.Mr. Perlman. Yes, sir, there is.
But all I  say is that this bill-----
The Chairman. I know your argument.
Now, let’s get back down to the problem and talk about tha t some.
Mr. P erlman. Yes, sir.
The Chairman. You then admit, whether you are on the same side 

of the discussion or not, that there is a shortage in th is field ?Mr. Perlman. Yes, sir.
The Chairman. No. 1, there is a shortage of cars for  grain ; is that right?
Mr. P erlman. Yes, sir.
The Chairman. To me tha t is a most amazing th ing, because I, to­

gether  with a lot of others, have for 3 years or longer been engaged 
in one of the biggest fights around here try ing  to relieve the railroad 
indus try of some burdensome and obsolete, outmoded types of regula­
tion. And we centered tha t effort on the grain  business. And the 
whole railroad industry  joined me in an effort to t ry to do something 
about it, on the basis that you owned that business, and you wanted to be allowed to compete in that business.

Now, with tha t long 3-, 4-, or 5-year fight, whichever it was, evi­
dently we haven't accomplished as much as we thought  we had.
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Mr. P erlman. Sir, I would like to comment tha t you were of grea t 

service to the railroad industry-----
The Chairman. I think  we won in the long run . I am not accepting 

tha t defeat  on tha t issue, even though we didn ’t  get it all the way through.
But what has happened since then, with what has taken place and 

what is in process, 1 think on that  issue we actually have won.
Mr. P erlman. I would like to comment jus t a l ittle  more th at what  

you did specifically for the New York Central in 1958, in the Tra ns­
porta tion Act of 1958, allowed us—in the first place, as you know, 
we borrowed $40 million which we are now paying back, in order 
to buy more equipment and to better our railroad. And th is year, now 
tha t we are in bette r shape, we are spending $118 million on new 
freigh t equipment, just this  one year.

The Chairman. Now’, that is commendable. And 1 want with as 
loud a voice as 1 have to commend your industry, your company, and 
all those who are doing it.

But we are gett ing back now to the point tha t I was emphasizing, 
that  you are asking us to give you more freedom so that  you can haul 
more. And now’ you come in here and admit, “We do not have the 
equipment to haul it.’’

Mr. P eri .man. We have the equipment to haul all the gra in th at we 
are required to haul.

The Chairman. All righ t, you are doing a grea t job with your com­
pany. But there has got to be some leadership in the  entire  industry.  
And you are one of them, in my judgment, that ought to take a very 
prominent p art  in it—and not that  I  am in a position to tell you what 
to do, Mr. Perlman, you are too good a man for that—but somebody 
has to provide the leadership. If  there is a shortage—and you have 
jus t said that there is a shortage, and everybody admits t hat  there is a 
shortage—the big problem is, What can w e do about it ?

Mr. Perlman. Well, as I tried to say in my presentation,  I think 
tha t this whole area of market research must be developed by more 
railroads so that they understand this problem, because they can actu­
ally make a profit in handling grain.

I s tarted working for the Northern  Pacific in 1923. And at tha t time 
we had at Northtown, Minn., jus t outside of Minneapolis, a tremendous 
freight  yard  where they stored the little  freig ht cars for maybe 10 
months of the year so they would have them (luring the grain move­
ment. Today, they don’t have those little  cars any more. And the 
little  cars are not economical any more. The trucks can come in and 
take away th at grain and do a job cheaper than the railroads are do­
ing out there.

The Chairman. I t w ould seem to me that the grain movement ought 
to be met by these new “Big John,” I  believe you called them, hopper  
type of cars. Everybody admits that you are going into tha t field. 
But tha t isn’t the point now. The point is tha t we have been having 
a shortage of  cars in this field for 20 years. And it comes about every 
year.

Now, I  am not going to get into this argument or try  to settle it, 
who is righ t and who is wrong about the cars leaving there loaded and 
never being able to get back until the next season—somebody said here
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yesterday, 6 or 8 months. And, of course, in the plywood business it is 
getting worse all the time.

Now the railroad industry  has got to meet these demands if it is 
going to get along without what you are most concerned about, and 
tha t is Government regulation. And I think, instead of both sides 
coming in here, as you are doing now, and as you did—when was it, 
3 years ago, or 5?—3 or 4 years ago when we had it—tryin g to lock 
horns and put each one of us on the spot, as between the two groups in 
the fre ight  industry—instead of that the  railroad industry in my judg­
ment ought to be trying to do something about it.

Now, so far as I  know, if  you meet the demand in the grain business 
and in the lumber and plywood business, I  assume there would be no 
great problem. I don’t know. I haven 't heard of any others ; there 
may be.

Mr. Perlman. Well, the  steel business is short at certain times of 
the year, and we don't  blast the western roads because they don 't come 
up with all the hoppers and gondolas we need either.

The automobile business in Detroit has its peaks, and we take care 
of them very quietly, but we take care of them.

The coal miners go on a holiday the first o f July, so every coal mine 
in the East  wants to get all loaded up in June. We don’t rush to the 
West and say, where are all your hopper cars, we are shorting the  coal 
mines in the Eas t of hopper cars. We take care of those peaks with 
ownership. And it is very difficult for us to hear tha t it is all the 
fault of the eastern railroads, tha t the western railroads don’t have 
the cars to take  care of their  customers. I t is jus t a little  b it h ard to 
swallow.

The Chairman. Maybe so. But you disagree with the  information 
tha t was given to us this morning, that  the 25 railroads, some eastern 
and some southern and some western tha t Mr. Mart in represented, 
tha t those 25 railroads—which is less than one-third  of the total class 
I railroads of the country—provide 40 percent or more of the f reight 
cars for the Nation.

Mr. Perlman. Sir, there is a very good reason for that. The 
reason-----

The Ctiatrman. Is that  true or not ?
Mr. P erlman. I wouldn’t dispute him. But there is a good reason, 

and it is necessary. There are certain  railroads tha t originate the 
business, and certain railroads  that  terminate the business.

Now, the ownership, as testified by the Chairman of the Interstate  
Commerce Commission, and which I have repeated, the ownership 
principle is tha t the railroad  originatin g the business should be re­
sponsible for the ownership of the cars necessary to hand le that busi­
ness, even off-line, taking  into account any cars tha t come on to their 
line from another railroad that they can load hack with that load in 
the other direction. It  has nothing to do with every rail road owning 
the number of  freight cars tha t is on their  line every day. Because 
the trouble with that is, supposing the New Haven owned a number 
of cars that were all on the ir line, they don' t have any place to load 
them back, they don't have tha t kind of business.

The Chairman. Tha t is still arguing the problem here-----
Mr. P erlman. No, I am try ing  to explain this reason, I am just 

trying to explain the reason that certain railroads—and those rail-
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roads would like to make more money out of their  ca r fleet. Th at is 
the whole darned thing about it.

But the ownership principle  is tha t each—and I was burnt up about 
tha t when I was on the Bio Grande, because we h ad coal mines in 
Colorado and Utah , and we hauled tha t coal about 50 miles on the 
Union Pacific and the Burlington and the S anta  Fe, and they hauled 
it. 700 miles. But  we had to have enough cars for those mines to load 
all the  way to Kansas and Missouri and Nebraska and back. This is 
the ownership formula. This is the principle tha t it is based on. I 
don’t say it  is right. All I say is, this fo r years and years has  been the 
ownership princip le in operat ing freig ht cars. And we have tried to 
explore it, as I  say we spent a million dollars on this  outfit in Cleve­
land, this  consulting firm, to see-----

The Chairman. This is th e problem tha t bothers me. You have 
been doing this for years and years and years, and it hasn’t worked.

Mr. Perlman. It  bothers me.
The C hairman. And you admit now, and everybody else says, th at 

there is a shortage.
Mr. Perlman. Sure.
The Chairman. What I am t ryin g to raise here with you is, if  it 

hasn’t worked, why don’t we try something else ?
Mr. Perlman. I am wi lling to do it ; I will try  anything.
I know tha t for many years at this time of the year this problem 

really has plagued us. I don’t know what the answer to it is. You 
are talking here about more regulations—now, the Interstate  Com­
merce Commission has certain responsibilities under the act itself. 
Because, of the Palmer  case, according to the Inte rsta te Commerce 
Commission, the author ity th at it has now is fuzzy. They don’t know. 
And they are asking for  us to clear i t up. And all they are asking us 
to do is to give them the authori ty to make a study, make an investiga­
tion, so th at they will know where they  are. I suppose i f they had 
gone all the Avay they would have said, give us the authority to do it, 
or take what is on the books away from us, either one. Tha t to me 
would have been the practical thing  to do. I think it ought to be one 
or the other. I think that if a body of men are trying to do a good 
job they are entitled to this thing being cleared up one way or the other.

Mr. P erlman. They are embarked on tha t study under the law. We 
are making  out all kinds of figures and statistics on it about c ar use.

The Chairman. And they ought to have it  tomorrow.
Mr. Younger?
Mr. Younger. Mr. Perlman, these per diem figures tha t are now 

used would have resulted from an agreement among the railroads 
themselves ?

Mr. P erlman. Yes, sir.
Mr. Younger. Bather than  change this laAv and give the Inte rsta te 

Commerce Commission the authority we have been ta lking about to 
increase it, why can’t the rail roads get together and t ry  to increase the 
rates  to see whether or not that will produce i t? Because that is all 
this  bill would do, give the  ICC the  right to determine different rates. 
Why can’t the railroads, instead of determining the rates which they 
originally determined pu t it  on a per diem basis, why can’t they get 
together and t ry it, give it  a tr ial ?



162 NATIONAL FREIGHT CAR SHORTAGE

Mr. P erlman. They did. Jus t within the last year and a ha lf they 
have done this  by puttin g in this escalated series of rates, instead of 
the one rate  tha t they used to have, and now they have got an es­
calated—it goes up—the highest rate now is $12.50. It  used to be $8 
across the board, but it has gone up to $12.50, depending on the opera­
tion of the car.

Mr. Yottnoer. And tha t has been in operation how long?
Mr. P erlman. A year now.
Mr. Younger. And has i t produced any effect, any supply of good 

cars, modem cars to meet the deficiency?
Mr. Perlman. 1 don't think that, it has had that effect. The effect 

is that  business has been good, railroads have had the money to spend, 
and they are buying more modem cars now because they are more 
efficient and they can make more money with the modern cars.

It  isn't how much you get out of renta l that  really  guides your think­
ing in these cars. The reason we have spent $7^ million for grain  
cars, these Big John hoppers this year, is to turn  a profit on hau ling 
grain from a loss that we had with the 40-foot boxcars.

Mr. Younger. In other words, if the Inte rsta te Commerce Com­
mission had this authority and they wrent ahead for another year 
making this study—and they have been working on this study since 
December 1963—and they decided they should raise the ra te to $17.50, 
820, in your opinion it wouldn’t change the situation any more than 
it changed it when you raised the ra te from $2.80 up to as high as $11 ?

Mr. P erlman. In my honest opinion that  effect would be infinitesi­
mal, because, as I said, certain  roads may be short of ownership, like 
the New Haven. Well, they haven’t got the money anyway. So this 
would just penalize them more, and make it  more difficult for them 
to operate. But they wouldn’t buy any more cars. And as thei r 
commuter cars wear out they are just letting the people stand up in the passenger cars.

The Chairman. It  seems to me it would be well worth trying to 
make some changes of some kind in the incentive if it is not an eco­
nomic incentive, it should be an incentive to meet the  challenge and 
provide the service of flatcars, boxcars, and grain  cars.

Mr. Perlman. I think, sir, that the greatest challenge comes from 
the shippers themselves. And I  must say that -----

The Chairman. Flatcars?
Mr. Perlman. On all types of cars, flatcars, all of them.
The Chairman. Do they buy their  own cars ?
Mr. P erlman. Some of them do if they are special types.
The Chairman. We were told here yesterday tha t 98 percent of 

them are owned by the railroads.
Mr. P erlman. Well, some of the util ities are buying special types of 

coal cars. Many of the chemical companies are buying tank  cars. 
The electrical companies are  buying these big tra nsformer cars which 
are special cars. The freigh t forwarders are buying  equipment, many of the outfits.

But, what I meant to say is that  I think the greatest challenge to a 
railroad is to take care of its customers. And I must say that in my 
opinion if they have customers to take care of, and they have the
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prope r types of cars and the proper service and pricing, so that  it is 
possible, that  they certainly should buy cars.

The Chairman. Mr. Perlman, to one who is so uninformed about 
this matte r as I  am, particu larly  the technicalities of it. and all, it is 
just common knowledge. And I know this much, that the heavier 
population of the United States is east of the Mississippi, except on 
the west coast itself. And east of the Mississippi is the area where the 
greates t complaints come from, the areas where the cars get out and 
get involved in all of this  other congestion, use, and need, and it takes 
them a long time to make their way back. Tha t is to me academic.

Mr. Perlman. To me tha t is just propaganda. If  von will read 
Trains magazine you will see tha t we have the fastest  f reight sched­
ule, the New York Central,  ever known in the history  of the world. 
These western roads can give you all that propaganda. But I worked 
31 years of my 42 years on the  western railroads. And I am not talk­
ing as an easterner. Tha t is pure  bunk and propaganda. I will get 
you Trains magazine and show you that  the New York Central has the 
greatest—and this thing  about standing around on the eastern 
railroads ------

The Chairman. I am not talking about them standing around, I 
am talk ing about the use of them in a congested way where the demand 
for them is greater  24 hours a day that  i t would be in an area not con­
gested where the demand is not so great. We know that  you have got 
to serve more tonnage in a congested area than you have in an area 
that, is not so congested.

Mr. Perlman. That is why we are buying Flexi-Vans instead of 
these 40-foot boxcars you are talking about, because we can’t handle 
them in the congested area. And the 40-foot boxcars are as obsolete 
as a dodo. We wouldn’t buy them if you trip led the per diem.

The Chairman. All right. To do tha t, then, why would you object 
to some trial on the boxcar charges to see if it wouldn 't work, since i t 
won’t bother you ?

Mr. P erlman. I don’t care: if you want to do it it is all righ t with 
me. We will get  a bigger profit. ' But I  don’t think  this will solve the 
boxcar shortage.

And I really came here in the hope that there would be some under ­
stand ing of what had to be done about the boxcar shortage. And I 
think-----

The Chairman. Wh at should be done alxiut it ?
Mr. P erlman. I think just like you that there should l>e a little 

statesmanship in the railroad indust ry itself. I think  there should 
be some kind  of a way of sitting down and not talk ing about east, or 
west or north  or  south and t ryin g to set up  a formula for ownership, 
what, cars a railroad ought to own.

The Chairman. Th at brings me to this point, because of the interest. 
And I want to say, I started to say a while ago, tha t I think I can 
assure you, without  any fear  of contradiction whatsoever, tha t these 
Members of Congress who have testified and who have introduced the  
bills—and many others who have talked to me about it and expressed 
thei r grave concern—have no par ticu lar interest in whether or not 
a part icular railroad gets a per diem of $20 or $10 or $2.

Mr. Perlman. I know that.
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The Chairman. An d I th ink I  c an say  th is out  o f an abu ndanc e of expe rienc e th at  I  h ave  had  in th is field, wh at my colleagues  w an t is to  keep  the ind us try  off th ei r backs, a nd  to  see that  the  serv ice is p rov ided.Now, these people, in all of thes e m on ths  th at  have passed hav e been ta lk ing to me abou t th is—a nd  1 have he ard th is issue over and over, and I  knew  wh at the  quarr el was, and I  understood  it, In  view of the  most  rec ent  dem ands, I fe lt th a t I  was con strained to do some­th ing some tim e ago, to show that  we were  t ry in g to keep  up  wi th it, I  wro te a le tte r t o the  p res ide nt of  you r n ational associat ion,  th e Asso­cia tion  of Am erican  Ra ilro ads. And  I called att en tio n to  thi s pro b­lem, a nd the  p rior  con sidera tion g ive n t o i t, a nd wh at s teps the c arr ier s were ta ki ng  to rem edy  the  situ ation .
Wel l, 1 have a ra th er  len gth y rep ly. And  I certa inl y am one of those prac tic al enough  to un de rs tand  the  posit ion these peop le with the  Associa tion of  Am erican  Ra ilroa ds  are  in. They have  got thei r 

own indu str y,  peop le on both sides, concerned  wi th this. An d they are  pro bab ly like  th is mi niste r of  a certa in churc h who, when he was asked  by a fri en d how many mem bers  he  had,  said  50, 25 fo r h im and  25 ag ain st him. An d I  ima gine the y feel th at  way somet imes. Th is is a ra th er  len gth y let ter , but  I am goin g t o tak e the  privilege  o f put­tin g it in the  record at  t hi s tim e so t hat  everyone can have  the  benefit of it. Th is is my le tte r to  Mr.  Loomis date d Ju ne  8, and his  rep ly dated Ju ne 18. I  th in k these should  go in the  record  to show th at  we hav e been tryi ng  to  keep up  wi th th is prob lem.  An d thi s is merely an effort to raise the question and maybe emphasize the  cha llenge of the  i ndustry .
(The  lett ers  r eferred to fo llow :)

H ouse op R epr ese ntative s,
Com mitte e on I nterstate  and F oreign Comm erce,

W as hi ng to n,  D .C., Ju ne  8 ,1965.Mr. Dan  Loomis ,
President, Association o f American Rai lroads,
Transporta tion Building, Wash ington, D.C.

Dear Mr. Loom is : I am  ce rt a in  th a t you  ha ve  bee n aw ar e of  th e co ncern  which  is be ing  ex pr es se d ge ner al ly  th ro ug hou t th e  co un try,  an d specifica lly  in  th e F a r W es t, as  in dic at ed  in  su ch  art ic le s as  ap pe ar ed  in th e W al l S tr ee t Jo u r­nal  of  Ju ne 1 co nc erning  th e ra il ro a d  ca r sh or tage , spec ifi ca lly  th a t ha vi ng  to do w ith  b ox ca rs .
W hile  I am  aw are  th a t hea ri ngs ha ve  bee n he ld  in  th e  Sen at e on pe nd ing legi sl at io n an d th ere  a re  hi lls  be fo re  th is  co mmitt ee  al so  ha vi ng  to  do w ith  prop os als wh ich  th e ir  sp on so rs  ur ge  on  th e gr ou nd  th a t in th e long ru n  th ey  ma y lead  to  an  in cr ea se  in th e fr e ig h t car flee t, I am  w on de ring  w het he r th ere  is so mething  th a t you su gg es t m ig ht he done  im med ia te ly  to  giv e re lie f, or th a t you  might  in dic at e to  me  th e ra il ro ads now are  do ing in  an  ef fo rt to  m ee t som e of  th e  co mpl aint s of  th e lu m be r an d plywo od in du st ry , th e  gra in  in du st ry , an d som e of  t he  o th er s even thos e in cl ud in g sh ip pe rs  w ho  r eq uir e open t op  equ ipmen t.You wi ll ap pr ec ia te , I am  su re , th a t in vie w of  th e  co ns id er at io n which  th is  co mmitt ee  ha s give n ov er  th e p a s t 4 or 5 yea rs  to  le gi sl at iv e prop os als cu lm in at ­ing in a hil l rei> orted la s t yea r,  an d which  wou ld  to som e de gree  mee t th e  ra il ­ro ad  ar gum en t th a t w ith  les s min im um  ra te  re gu la tion , th ey  mig ht  be th e bett er en ab led to  mee t co mpe tit ion from  oth er fo rm s of  tr ansp ort a ti on  an d re ta in  an d re ga in  som e of  th e  tra ffi c th ey  ha ve  lo st  to  th es e o th er mo des , it  is so m ew ha t an om alou s to  find  th a t th e ra il ro ads see mingly ar e  not in  a  po si tio n even  to da y to  m ee t th e de m an ds  fo r eq ui pm en t w hich  a re  plac ed  upon them .
I ha ve  th ou gh t th a t perh ap s yo u could  ou tl in e w hat st ep s th e ca rr ie rs  are  ta kin g an d w ha t fu rt h e r re m ed ies you mig ht  h av e to  sug ge st.

Sinc erely  yo ur s,
Oren  H arr is,

Member of Congress, Chairman.



NATIONAL FREIG HT  CAR SHORTAGE 165A ss oc ia ti on  op A me ri ca n  R ai lr oa ds ,
Washington, D.C., June 18,1965.Hon . Oren  H ar ri s,

Chairman, Committee on Inte rsta te anti Foreign Commerce, House of Repre­
sentatives , Rayburn House Office Building, Washington, D.C.D ear  C hai rm an  H ar ris : You  are entir ely correct, as stated in your letter ofJu ne  8, tha t we have been awa re of the concern being expressed throu ghout  the country regar ding reported rai l ca r shortages.You also inquir e as to what  the rail roads now are doing in an effort to meet some of the complaints and give immediate relief. In  this regar d, I assure you tha t all  practicab le steps are being take n and wil l continu e to be taken  to distribu te the ava ilab le car  supply efficien tly and equit ably and to maximize its util ization. By  these efforts  many of the pressing day-to-d ay demands of shippers for  more cars are being met with only bri ef delays. Also , new and rebu ilt car s are coming on line as rap idly  as the builders can supply them, altho ugh there obviously are limited poss ibili ties of augm entin g the tota l supply in this  way over a short period. In  thi s connection it is signif icant  to note that the rail roads have  stepped up their cap ita l expen diture s for  equipment (cars and locomot ives) from $427 mil lion  in 1961 to an allt ime  record of $1,140 m illion in 1964, and it seems certain  tha t this lat ter  figure  wil l be surpassed in 1965.The  present car  supply problem is complicated by the fa ct  tha t the pickup  in the genera l economy and demand for rai lroad servic e in recent years followed  an extended period of depressed demand for  most types of rail road cars  and coincided to a significa nt degree with  the exp irat ion  of  the use ful life of  a large number of old cars which had been acquired in much earl ier periods of  high demand. Also,  changes  in ma nufac tur ing  and distr ibution pract ices along with  greater rail road efficiency have  called fo r new types of  high -cap acity and expens ive cars . The  effect has been to repla ce older and smalle r car s with larg er cars .In  addit ion to the purchas e of more and larger  cars, tran sportatio n efficiencies have  been improved to produce more tran sportat ion per car than  was previo usly possible. Wh ile 68,043 new railroad-own ed cars  were insta lled las t year  and 90,556 were retired, the number of servi ceab le cars  in the fleet remained almost exa ctly  the same because of an incre ase in the  number of cars  repaired and upgraded. There  was a signi fican t incre ase in the number of  priv atel y owned cars  placed in service.In  the first 5 months  of 1965, with  only a slig ht increase in the number of cars ava ilab le for use, carloading s are running  2.4 percent and revenue ton-miles 4.4 i>ercent ahead of las t year.  Freig ht car  ins tall atio ns thus  fa r this  year hav e vir tua lly  balanced retirem ents, but the cars installed have  an average  cap acity of 77.82 tons, as compared to those retired whic h average only 45.44 tons.  A t the curre nt rate  of carb uildi ng, the produ ction cap acity of carb uild ers wil l continu e to be f ull y utilized and this year’s ins tal lat ion s are expected to amount to 75,000 railroad-owned cars,  or approxi mat ely 7,000 more than in 1964. Some increase in the number of priv ately  owned fre igh t cars  also is indica ted.The  lumber and plywood industry is a large user of 50-foot and wide door 40-foot boxca rs, as well as flatc ars in incr easing numbers.  Des pite  the fac t tha t tota l boxc ar loadings have declined app roxima tely  30 percent and the total  boxc ar ownership has dropped about 17 percent in the past 10 years, the number of  50-foot boxc ars has been increased by more than  100,000 c ars,  and, in addit ion, we have  10,000 more wide door 40-foot boxc ars in service tha n we had in 1954. Thus the reduct ion in the total boxca r fleet has been principal ly in the smal ler cap acit y narrow-door cars.Many commodities , inclu ding  grain  traffic, form erly  hand led only  in boxca rs, are now also movin g in covered hopper cars  and other  classes of equipmen t. The  fleet of railroad-ow ned covered hopper cars has more than  doubled in the las t 10 years , grow ing from 34,505 in 1954 to 85,773 toda y. In  addi tion , there are near ly 15,000 priv ately  owned covered hoppers in service. As you know, there  has  been a marked increase in the use of T O FC , and a rema rkable growth  in the movement of automobiles in mult ilevel  cars . Sinc e 1954. the railroad-  owned flatcar fleet involved in these movements, as well as other flat car  uses, has increased from 46,603 to 59,445. There are 25,000 add itional private ly owned flatc ars,  inst alled  in recent  year s and used prin cipally  for  pigg ybac k and automobile traffic.



166 NATIONAL FRE IGHT CAR SHORTAGEBetween 1960 and the fa ll of 1963, the demand for gondolas dropped very sharply. Consequ ently, the indus try had to question whether a part of the fleet, much of which required heavy  repair s, would have any fur the r use. Fo l­lowing this,  however, with  heavier steel production and greater demands from other industr ies for this type of equipment, there has been ma intain ed a vigorous program to upgrad e these cars and to add new cars  designed for specific traffic requirements. As a result, today we have approxim ately  the same number of serviceable  gondola cars ava ilab le as we had las t yea r, and there were 3,867 on order as o f M ay 1.At the same time tha t the railroad industry has been acquiring cars  designed to produce more transportation per unit, thereby reducing costs and makin g transp ortation ava ilab le at lower rates, it has also been improving the uti liza­tion of the cars so tha t the present car  fleet act ually  carri es more fre igh t. The large  capital spending program providing modern switc hing fac ilit ies , improved signaling, better communications, and advanced data  processing  systems has en­abled the indus try to secure better car  util izat ion  and more efficient tran sporta­tion. Advance d operat ing and maintenance methods, such as better jour nal lubri catin g devices and hotbox detection equipment, are reducing the amount  of time cars are  out of service for repairs.The new mult ilevel  per diem rates establ ished by the railr oad indu stry , the more reali stic regula tions governin g depreciation  for  Fed eral income tax  pur­poses. and the investment tax  credit , made effect ive by the Treasury in 1962, have been impor tant facto rs in the recent upsurge of rail road cap ita l spending for modern fr eig ht cars and other railr oad fac ilit ies . These long needed reforms have provided signif icant  incentives to the growth  of rail road  cap ital  expend i­tures from $646 million in 1961 to $1,417 m illion in 1964, and an estimated $1,630 million in 1965. It  should also be borne in mind tha t, because of  uncertainties regarding national  trans porta tion policy and corrective legislat ion,  mounting governmental investment in fac ilit ies  ava ilab le to competing forms of  tran s­portation, and the very limited earnings and finan cial resources of  many rai l­roads, fund s could only be made ava ilab le for those types of  equipment for  w hich definite demands were indicated .The increased abil ity of some railroads  to purchase  and build new equipment and improve t heir fac ilit ies  and services has been encouraging. To assure  i ts con­tinuanc e in order to meet the growing volume of  freigh t traffic, the competitive  clima te must be improved. As Presid ent John son and many others  have recog­nized, this calls for equal treatm ent of all modes of trans porta tion with respect to p ricing freedom, taxa tion , and the levy  of adequate  user charges on competing transpor t modes which conduct their business with fac ilit ies  provided by the Government. Correction of Govern ment policies which long have handicapped the railroads , both competi tively and fina ncia lly, would go fa r toward removing railroad financial stringency, which is a root ca use of recurring  fr eig ht car  shor t­ages. A  basic need of the railro ad indu stry  generally is sufficient financ ial re­serves to sustain  more stable  car  acquisition programs in the leane r as well as the better years.  Car  acquis ition progra ms which must aw ait high  traffic vol­umes and more adequate levels of  earning s come too l ate  to ave rt car  shortages— as the present s ituation so well demonstrates.Another majo r problem of our indu stry  is the wide seasonal fluctua tion in carlo ading s through the year. Effo rts are being made by the industry its elf  to reduce these fluctuat ions. Becau se of the heavy demands for cars for loading  the new crops in harvest seasons, there is also an urgen t need to handle  the relocat ion of old grain  during  off peak periods. As we have pointed out before, this situation can be improved mat eria lly if  the Government  will  schedule its relocation orders so as to avoid peak traffic periods as much as possible. Sincer ely,
D a n ie l  P . Lo o m is .

1 lie Chairman. I am thinking a lit tle along the line  of clearing up the present authority in the act i tself and maybe giving the Commis­sion specific authority afte r certain procedures that they should be required  to take, to make a determination as to what should be done
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as they have requested. And maybe i f they are given this authority  
the railroad indus try will come up and meet the challenge and make 
it unnecessary for them to have to do it.

I would say to the gentleman from Michigan, I do not thin k you 
should labor under any cloudy ideas about this  matter. If  this  bill 
is passed, what the Commission has said is, they are going to do some­
thin g about it if the railroad indus try doesn't do something about it.

I have talked with them, and as a matter of fact, I would encour­
age them to do it. Because one thin g we are t ryin g to do is to encour­
age the railroad industry to continue its research and technological 
studies in all fields of the industry. In the la st few years, I would say 
since 1958, there has been a decided improvement. I am one of those 
who wanted to give you grea ter leeway for more improvement. I 
would like to do tha t now. But  maybe under the circumstances if 
we would give the Commission a little emphasis here and a little nudge, 
and clear up the  law where they would not labor under a cloud, maybe 
we can get something settled and not let it go on this way.

Think about it some.
Mr. Perlman. I hope you could. I asked them to give us some 

guidelines when we first started this whole merger effort in the East,  
and I got nowhere. I get just  as frustra ted  by them as I do by try ing  
to get something through the American Association of Railroads be­
cause of their diverse opinions and all. And I  realize the shortcomings 
of the AAR. And I am a member of the board, and I take full 
responsibility. But  you have got 20 people tha t think differently 
and live in d ifferent par ts of  the country, and have thei r own interests. 
And it is very difficult at  times to get a consensus. And I think tha t 
when you finally do get a consensus, the gang ought to stay with it, 
that 30 percent shouldn’t t ry  to break off, get sore and go home and 
say, “We will go to father.” Tha t is the way all this  regulation gets 
compounded in this industry. T think  we ought to be big enough to say 
the  majo rity will rule, righ t or wrong. And probably the majority 
is wrong pa rt of the time. But when I hear that  there are good guys 
and bad guys, and if you live east of the Mississippi you are a bad 
guy, and the interests, and all the words I  heard this morning, I don’t 
wonder.

The Chairman. I just want you to know th at we are not concerned 
about, that , and we are not part icularly  interested in it, and we don’t 
part icularly  care about having to sit here and listen to it.

But I  can assure you that we are interested  in doing something about 
what you say and what the  other side says exists.

Now, let’s do something about it.
Mr. P erlman. All righ t.
Well, I  would go along with anything  you want, because I  must say 

this, that  in my 42 years in the railroad indus try there hasn’t been a 
man that has gone along with more constructive legislation for our 
indust ry, or tri ed to be more he lpful—now t ha t you are leaving I  can 
say it, because it doesn’t make any difference any more—but I think  
that  we owe you a deep debt of grat itude, and I  would just  as soon



168 NATIONAL FREIGHT CAR SHORTAGE

say it publicly as any other way and 1 would be w illing to leave this 
entirely in your hands. 1 must say, I only have a little over 2 years, 
and 1 want to  see this indust ry do well. I would like to leave it in a 
good healthy condition. It  is all I have cared about a ll my life. And 
we are in the wonderful position that  we can sit on the sidelines, and 
if you put in more penalty per diem, it doesn’t make a damned bit of 
difference to us. Maybe it gives us a little more money. It  can’t 
penalize us. And I can sit here and tell you quite frank ly and objec­
tively what I think  is for the best in the industry , because I  have no 
ax to grind.  And I know that you work the same way. And 1 would 
be perfectly happy to leave it in your hands.

The Chairman. Well, I  thank you for the high compliment. And 
permit me to take the stage and say that I have enjoyed the many years 
of association in working with the industry to t ry to improve it. And 
I am happy to say that, as you have just indicated, there is a wonderful 
opportunity. I think  the indust ry has improved great ly in the last 
few years. I, too, want to see it grow, become st rong, and meet its 
obligations and its responsibilities to the American public. I would 
like to see something done alxiut th is one problem. I hope somebody 
will come up with an idea t ha t everybody will go along wi th.

Mr. Watson?
Mr. Watson. I hate to inte rrupt on this high  note of commendation 

and proper commendation about our chairman, who is soon retiring. 
He deserves it all.

But  I might make one or two comments and then ask you a question.
As the chairman, and I am sure  others, I am somewhat surprised, 

to say the least, by some of the comments made by our leaders of one of 
the gian t industries of this country. I mean in reference to earlier 
comments by some of you gentlemen against others in your industry,  
such as, “good and bad guys, and a lot of bunk, and a lo t of hogwash 
and false figures,” and all of that . Really, it quite surprised me to 
hear such statements made. And I agree with your comment, tha t 
what is needed is some statesmanship on the part of the ra ilroad leader­
ship. And the thought occurred to me tha t if you gentlemen make 
such statements in public here in reference to one another, I  can readily 
unders tand tha t you can ge t nowhere in private. I t would be diffi­
cult to imagine what you would say in priva te. Bu t be tha t as it may, 
we have this problem tha t is th rust in our hands because of the fa ilure  
on somebody’s part to act—and it might have been a failure on every­
body’s part  to act.

Statesmanship includes a matter of service to the State  and the  pub­
lic rath er than service to yourself. And it is apparen t that some have 
been motivated primarily by selfish in terest  r ath er than  State  inte r­
est. And tha t is a prope r part but not the sole motivation of good 
business. One final question, perhaps you gave these figures ear lier, 
and I apologize for  being called away from the committee for a few 
minutes—how many cars do you have, freight cars, do you have on the 
New Y ork Central ?

Mr. Perlman. 108,000.
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Mr. Watson. 108,000; how does tha t compare with 10 years ago ?
Mr. Perlman. It  is way below 10 years ago.
Mr. Watson. A lot less than 10 years ago ?
Mr. P erlman. Oh, yes.
Mr. Watson. Help me to understand this. Why the reduction in 

the number o f New York Centra l owned cars? Is it because of a lack 
of business, or is it because you could use other freight cars cheaper 
than  you could provide your own ?

Mr. P erlman. That is what I tried  to explain in the testimony. 
And I might repeat a few of the figures, if  you don’t mind.

In  the Senate bill it showed tha t, compared to 1926, in 1964 the 
freight car ownership was only 60 percent of what it had been in 
1926, the National Fre igh t Car Forwarders. But the net ton miles 
handled by the railroads was 148 percent of what it was. It  was the 
greatest  in the history  of railroad indus try in 1964, with that  number 
of cars. And tha t is because we have done systems engineering work 
on every type—it is just the thing you asked this  morning: “Why 
don’t you do th is? Why don’t you schedule these thing s?” We have 
a communications network so tha t we can reach into every town along 
our railroad, and in a matter of two hundred and fifty one-thousandths 
of a second, a man sitting at a television set, a closed television set in 
New York  can tell a shipper th at calls up where any fre igh t car on the 
New York Central in  which he is interested is located.

Mr. Watson. Then  do you agree with me that  the problem is not so 
much one of supply, as the distribution of this  supply ?

Mr. P erlman. Yes, sir. Wh at I  pointed out was that with a Felxi- 
Van, the 40-foot van in place of the 40-foot boxcar, we are getting five 
times the utilization out of tha t van, because we run these trains at 
passenger tra in speeds, and when they come to these terminals t hat  are 
congested a motor trac tor can pull that  r igh t off and take it where it 
has to go wi thout all this switching around  these congested terminals. 
So out of one Flexi-Van we are ge tting  the  equivalent of five boxcars.

In  these unit  coal trains that let us mothball  the only coal pipeline 
built, we load the cars on the run, they are unloaded on the  run , they 
are never switched out of tha t one train , you have an integral train,  
and as a result, with those 100-ton cars instead of the 55-ton cars and 
the others, we are gett ing three turnarounds a week with  these cars, 
where we used to he getting maybe two turnarounds a month. And 
so you just can’t compare the number of cars with  the capacity and 
utilization. We are running this  Flexi-Van fleet at practically the 
same schedule as a Twentieth Century Limited, freight cars. This was 
unheard  of 20 years ago.

These are the techniques, the  systems engineering  studies. In  one, 
a tr i level freight car handles 15 automobiles, whereas the 50-foot box­
car only handled 5. But that only counts as one car, although it han­
dles three times. And we run those on passenger train  schedules even 
empty, back and forth . And we keep people up at nigh t unloading 
them because we don’t want them to sit around  an extra day, where 
they are going, we want the cars ri ght back.
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Mr. W atson. Then your posit ion is tha t although your number o f 
ears has decreased over the last 10 years, or 20 years, the volume of 
cars, so fa r as the ir f reight capacity, has kep t pace with the demands 
of the users of the ra ilroad  ?

Mr. Periman. It has exceeded the demands of the users.
Mr. Watson. It has exceeded them ?
Mr. Periman. Yes, sir. I testified that we own 108,000 cars in 

round figures, and that the figures show that for the first 9 months 
this year,  which are the last figures we have—and they are official ICC 
figures—tha t we only averaged 103,000 a day on our line. So 5,000 
were in use on the other railroads. And this is because, as I explained, 
tha t the Flexi-Van and the trilevel automobile car—the trilevel auto­
mobile car has released a 50-foot double boxcar which is of no use to 
us any more, and these boxcars are sent out to ca rry this  plywood out 
West tha t the private indust ry wants carried. And our freight cars 
that were released because of these new automobile cars are  10 percent 
now of a fleet handling  this plywood. They are not western cars, they 
are cars that are obsolete as far  as we are concerned today. The 40- 
foot boxcar we wouldn’t buy under any condition any more, we don’t 
care whether this bill or any other bi ll is passed, we are  buying these 
tremendous Big John hopper cars for  grain. You don’t get the loss 
and damage and contamination and all of these things. We are t ry ­
ing to be moderate. And we have to run these fleets because of the 
high cost of these cars just like passenger trains are run. They can’t 
sit around. We can’t afford to  have them sit a round. And while we 
were losing $3 million out of pocket on our grain business last year, 
we have tu rned it into a prof it this  year. We are handling a million 
automobiles this year tha t 3 years ago were going by highway or by 
water. We are taking cement away from the  highway by these pres ­
sure differential cars.

These are the things we are doing. And tha t is why I  say this  bill 
isn’t the  answer. I t is jus t what you were trying to put your finger 
on this morning. It  is systems engineering  and market research. 
And in our market research we don’t have sal emen, we have industria l 
engineers doing that. We have a man t ha t worked out his life in the 
chemical industry th at knows what the problems are, what  equipment 
best serves them, what service they need, how much they can afford 
to pay for the transp ortation before they decentralize thei r industry, 
all these things. It  isn’t what a truck can do i t for  versus what we 
can do it for, because we may charge way below the truck rate. But  
this fellow will still be centralized because of the high  cost of t ran s­
porta tion and we will lose tha t business even thoug h we are the cheap­
est form for tha t distance.
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All these things are the th ings we are t ryin g to  do. We a re spend­
ing $10 million a year on technical research and market research and 
on cybernetics. And we think tha t if the whole coun try’s cars were 
handled on a systems basis like th at,  it would make a t remendous d if­
ference in the util ization of the fleet.

Mr. Watson. Than k you, Mr. Perlman.
We have other  witnesses. But  I want to say this. I apprec iate 

your testimony. And I want fur ther to commend you for the genius 
tha t you have applied, and others, to the development of this  great 
industry, and for it perfec ting the more modern means of freight 
cars and such as that.

It  is lamentable th at men of your genius cannot reconcile thi s l ittle  
problem and you have to turn  i t over to those who are sitting on this  
committee. And I hope you will help us, study it more and give us 
the benefit of your study.

Mr. Perlman. If  I had your patience I could do bette r. Bu t the 
trouble is I don’t.

The Chairman. Mr. Perlman, thank you very much. We appre­
ciate your presence here.

(The following tables were subsequently submitted by Mr. Miller, 
Association of American Rail roads:)

Revenue freight  cars owned or leased by railroads and private car lines,
July 1, 1965

Ca rs  owned a nd  
lease d by  cla ss I 

rai lro ads

Priva te  ca rs— 
exc ludes cars  

leased by  
class I 

ra ilroads

Ca rs  owned  
by  cla ss II  
roads a nd

S. & T . Cos. i
To ta l all  car s

Pl ai n bo x___________ _______ __________ 495,107 2 (14) 1,393 7,144 503,644
Eq ui pp ed  box_________ _______ ________ 95,497 (104) 346 72 95,915

Tot al  b ox .................................. 590,604 (118) 1,739 7,216 599,559
Go ndola  ___ _____________  . . .  . .  . 220,854 (51) 679 3,458 224,991
Hop pe r (exc ept L O )_______  . . . 432,442 (220) 1,251 9,782 443.475
Co vered hoppers  (L O)._  . .  . . _____ 87,271 (1,898) 15,538 652 103,461
St oc k_______ _________  . ________ 21,537 (725) 237 0 21,774
F la t_________________________________ 59,628 (2,408) 25,784 330 85,742
Re fri ge ra tor____ _____________________ 40,027 (3,816) 3 72,889 102 113,018
T ank- _________ ____________________ 5,543 (137) 164,282 122 169,947
O th ers ..  ____________________________ 33,923 (1) 1,105 813 35,841

T o ta l___________________________ 1,491,829 (9,374) 283,504 22,475 1,797,808
N et  to ta l2______________________ 1,482,455

1 Exclu des cars  not used in  i nterc hange.
2 Pr iv at e cars leased to  ra ilr oads , op erated  w ith pr iv at e marks , b u t inc lude d in  “ow ned an d lea sed ”— 

pe r CS-1 1-1, a s o f Ju ly  1965.
3 T hi s to ta l inc lud es  55,478 re frigerat or car s o wn ed  by  ra ilr oad owned  and  cont ro lle d re frige ra to r ca r line s.
Source: Cla ss I rai lro ad  dat a from Car  Service Divisio n Re ports . Other  ra ilr oa d an d pr iv at e car  line 

d a ta  f rom Ju ly  1965 Officia l Ra ilw ay  E qu ip m en t Re giste r an d specia l su rvey .

5 4 -8 9 9 — 65------- 12
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The Chairman. 1 unders tand tha t there are some here who would 
like to file a statement.

STA TEMENT OF DAVID E. SMUCKER, VIC E PR ES IDEN T, PE NN­
SYLVANIA RAIL ROA D, ACCOM PANIED BY RICH AR D BONGARTZ,
COUNSEL

Mr. Smucker. Mr. Chairman and gentlemen of  the committee, my 
name is David Smucker. 1 am vice president in charge of operations 
of the Pennsylvania Railroad . 1 have a statement which in the in­
terest of time I would appreciate tha t this committee receive fo r the 
record. It  includes 'the freight-car program carried  out on our ra il­
road since the 1956 T ransp ortat ion Act was passed—with your assist­
ance, sir. It  points out tha t we have from 1956 to 1965 expended 
better than  $511 million for new and completely rebuilt freight  cars, 
and tha t in consequence thereof about 49 percent of our freig ht-car 
fleet has either been built new or completely rebuilt within th at  period.

I would like to take the oppor tunity  at this time to endorse Mr. 
Perlman ’s remarks  against  these bills. The Pennsylvania Railroad 
believes tha t the solution of the freight-car problem in the United 
States  devolves almost wholly in modernizing the freight-car owner­
ship, bu ilding  larg er cars, and abandonment of the p rinciple of small, 
inefficient units before the business entirely leaves us.

I would like to answer any questions that members of the committee 
have in connection with tha t or any other material in my statement.

The Chairman. Mr. Smucker, tha nk you very much. Your full 
statement will be included in the record. And the  committee will give 
the ir carefu l atten tion to it, and to the information tha t you convey 
to us on the subject.

Mr. Smucker. Thank you very much, sir.
(The sta tement is as follows:)

Sta teme nt  of D avid E. Smuc ke r, Vice P re sid en t, P en ns yl va nia R ailroad Co.
My na m e is  D av id  E. Sm uc ke r. I ha ve  be en  em ploy ed  by  th e Pen ns yl va ni a 

R ail ro ad  and  it s su bsi d ia ri es fo r 36 years  in  vari ous ca pac it ie s,  pri nci pal ly  op ­
er ati ng , and  sin ce  Octob er  1, 1963, ha ve  he ld  th e po si tion  o f vice  pr es id en t,  oper a­
tio ns , of  th a t co mpa ny . My  kn ow led ge  an d fa m il ia ri ty  w it h  re sp ec t to  fr ei gh t-  
ca r re qu ir em en ts , u ti li zati on , and d is tr ib u ti on  ha ve  been  ac cu m ula te d ov er  a  lon g 
pe riod  of  years  as divi sion  su peri n te ndent of  th e  Pennsy lv an ia , ch ie f ope ra ting  
offi cer of  th e Lo ng  Is la nd  R ai lr oa d, p re si den t of  th e D et ro it , Tol ed o & Ir onto n 
R ai lr oad , and  in  my pre se nt po si tio n.

I am  appeari ng  h er e in op po si tio n to  H .R. 7165 an d re la te d  bi lls , bo th  on beh al f 
of  my  co mpa ny  and  of th e  fo llo wing ra il ro a d s : Akr on , Can to n & Yo un gs town 
R ail ro ad  Co., Ann  A rb or R a il ro ad  Co., B an go r & Aro os to ok  R ail ro ad  Co., C en tr al  
R ail ro ad  Co. of Ne w Je rs ey , D ela w ar e & H ud so n R ail ro ad  Co rp. , D et ro it , To led o 
& Ir onto n R ail ro ad  Co., E ri e- L ac kaw an na R ail ro ad  Co., F lo ri da  E ast Coa st  R ail ­
w ay  Co.,  Leh igh & H ud so n R iv er R ai lw ay  Co., Leh igh Val ley R ai lr oad  Co., Lo ng  
Is la nd  R ai l Roa d Co., M ai ne  C en tr al  R ai lr oad  Co., Mo non  R ai lr oad , New Yo rk,  
Sus qu eh an na  & W es te rn  R ail ro ad  Co., Nor fo lk  & W es te rn  R ai lw ay  Co., Pen nsy l­
van ia -R ea di ng  Sea sh ore  Li ne s, P it ts burg h  & Lak e E ri e  R ail ro ad  Co., Rea di ng  
Co., and Sea bo ar d A ir  Lin e R ail ro ad  Co. The se  ra il ro ads,  to get her  w ith th e  
Ne w York C en tral , Ne w H av en , an d Bos to n & M aine  R ai lr oad s,  which  are  al so  
op po sing  th es e hi lls , ow n 31 per ce nt of  th e  c la ss  I ra il ro ad  fr e ig h t- car ow ne rshi p 
in  t h e  U ni te d Sta te s.

The  ra il ro ads on  who se  b eha lf  I  of fe r th is  st a te m ent,  and th e Ne w Yo rk Ce n­
tr a l,  New H av en , and Bos ton & M aine , opera te  gen er al ly  in  w hat is  kn ow n as  
off icia l te rr it o ry , no rt h  of  th e  Oh io and  Po to m ac  R iv er s and  east  of th e Missi s-



174 NATIONAL FR EIGH T CAR SHOR TAGE

sip pi . W ith  th e  ex ce pt ion of th e Nor fo lk  & W es te rn , Sea bo ar d A ir  Line , an d 
F lo ri da E ast Coa st,  t heir  l ines  do  not  ex te nd beyond  the se  lim its.

To  th e contr ar y , th e ro ad s which  ha ve  h is to ri ca lly  fa vo re d le gi sl at io n of  th e 
ge ne ra l ty pe  and purp ort  of  th es e bi lls  opera te  ge ne ra lly in th e w es te rn  an d 
so ut he rn  te rr it o ry . But , it  wou ld  be a g re a t m is ta ke to co ns id er  th a t th is  di ff er ­
en ce  of  op in io n is  a ge og ra ph ic al  or  te rr it o ri a l one. Th e fa c ts  a re  th a t th e flow 
of  lo ad ed  commerce  in  th e Uni ted S ta te s be tw ee n th e pr od uc in g d is tr ic ts  of th e  
W es t an d Sou th  an d th e fa bri cati ng  and  co ns um ing d is tr ic ts  of  th e  N orth an d 
E ast ac co un ts  fo r th e di fferen ce  in poin t of vie w,  which  le ad s tw o groui>s of  
exj> erience d, kn ow led ge ab le  peop le to a  con tr ary  vie w re sp ec ting  fr ei gh t- car 
re nta l.

It  is th e  duty  of an  ori gin at in g ra il  ca rr ie r to  pr ov id e a su pply  of  su it ab le  
ca rs , e it he r of  it s own ow ne rshi p or  ca rs  m ad e avai la ble  th ro ugh c a r se rv ice 
ru le s,  to  ac co mmod ate th e load in g of fered  by  it s patr ons a t st a ti ons th ro ughout  
it s  lin e. Yet , no t al l ca rloa ds move nort h  an d east —those  a re  sim pl y th e di re c­
tion s of  im ba lanc e.  The re  a re  wes tbou nd s an d so ut hb ou nd  lo ad s mo ving  ou t of  
offic ial te rr it o ry . A lon g an d w el l-un de rs to od  pre ce pt  of  th e ra il ro ad  bu sine ss  is  
th a t econom y is se rv ed  by th e mos t eff icient us e of  ca rs , whi ch  is ob ta in ed  by 
lo ad in g them  in th e re ver se  di re ct io n to  th e m ax im um  ex te n t po ss ible.  As  a 
p ra cti cal de vice  t o im plem en t th is  e conomi c pr og ra m , th e  c a r se rv ic e ru le s ag re ed  
to  by al m os t al l Amer ican  ra il ro ads pr ov id e th a t an  or ig in  line  m ust  ap ply a 
su it ab le  fo re ig n em pty, if  av ai la bl e,  fo r a lo ad  in  th e  d ir ec tion  of  th e  ow ne r of  
th a t p a rt ic u la r ca r in  pr ef er en ce  to  ap pl yi ng  one of  it s ow n ca rs . Thus  it  is  
th a t ra il ro ads wh ose  st a ti ons cu st om ar ily,  day  in  and day  ou t, pr od uc e a su rp lu s 
of  em pt y cars  a re  no t on ly en ab le d bu t compe lle d by  econ om ics and  th e  ca r 
se rv ice ru le s to  ut il iz e fo re ign em pt ie s fo r re ver se  lo ad in g.

The  m ajo ri ty  of  th e  ra il ro ads fo r wh om  I of fe r th is  te st im on y ha ve  gre a te r 
pr ob lems of  ri dd in g th e ir  lin es  a nd  th e ir  st a ti ons of  su rp lu s em pt y ca rs  of  m an y 
ki nd s th an  they  do of  fin ding  su it ab le  em pt y ea rs  fo r ap plica tion to  th e  lo ad in g 
re qui re m en ts  of  th e ir  pat ro ns . T his  is  p a rt ic u la rl y  tr u e  of  th e  mor e comm on 
ty pe s in  which  or di nar y, p la in  bo xc ar s pr ed om in at e.

I t  is th is  sim ple fa c t of  econom ics  an d co mm erc e whi ch  al li es  th e  ro ad s in  
official  te rr it o ry , seem ingly in op po si tio n no t on ly to  t he r em ain der of  t he N ation’s 
ra il ro ads b u t to  th e In te rs ta te  C om merce  Co mmiss ion as  well .

Th e Long  Is la nd  R ai lroa d,  whi ch  I se rv ed  fo r se ver al  years  as  ch ie f opera ti ng  
officer, of fer s a no ta bl e ex am pl e of  ex ac tly  w hat I am  tr y in g  to  say.  Co ns ign ees 
a t Lo ng  Is la nd R ai lr oad  st at io ns,  da y in  an d day  ou t, unlo ad  ab out fo u r to  five 
tim es  as  man y ca rs  as  sh ip pe rs  a t th es e sa m e st a ti ons re quir e  fo r load ing.  The  
Lo ng  Is la nd  ha s v ir tu a ll y  n o loca l tr af fi c—t h a t is, bu sine ss  w hi ch  m oves be tw ee n 
on e Lo ng  Is la nd st a ti on  an d anoth er . To  th e  con tr ary , th e  cars  load ed  by it s 
sh ip pe rs  mo ve al m os t ex clus iv el y in in te rl in e  se rv ice,  m an y fo rw ard ed  t housa nds 
of  mile s bey ond  th e Lo ng  Is la n d ’s po in ts  of  in te rc han ge a t Ne w Yo rk Ci ty . On 
an y da y, a t alm os t an y Lo ng  Is la nd  st a ti on  of  an y co nsequence, th e  agen t has 
his  ch oic e of  em pt y c ars  o f a  v ari e ty  o f ow ne rs hi ps  w hich  ca n be  a pp lie d fo r w h a t­
ev er  ou tbou nd  lo ad in g is of fe red by  h is  sh ip pe rs . The  re m ain der of  th e  em pt y 
ca rs , co mpr is ing a t le ast  75 perc en t of  th e  to ta l,  m ust  be  del iv er ed  em pty to  on e 
of  the  L ong Is la nd’s co nn ec tio ns .

Ob vio usl y, no op po rtuni ty  is  pre se nte d  nor  ca n any opport unity  be  m ad e avail ­
ab le  fo r th e  use of  an  em pt y ca r of Lo ng  Is la nd  ow ne rshi p,  ex ce pt  in vi ol at io n 
of  th e ca r se rv ice ru les, whi ch  w er e de sign ed  to  min im ize th e  cr oss hau ling of  
em pt y ca rs . I t  wou ld  be  fo ol ish and  w ast efu l fo r th e  Lo ng  Is la nd to  si m ult a­
ne ou sly di sp at ch  an  em pt y Union  Pa ci fic bo xc ar  a lo ng  w ith  a load ed  Lo ng  Is la nd  
bo xc ar  de st in ed  to  Den ve r, or a Sou th er n R ai lw ay  boxc ar  em pt y co up led  to  a 
Lo ng  Is la nd  bo xc ar  l oa de d to  A tlan ta . Si nc e th e  L on g Is la nd  h as  no opport unity  
w ha te ve r to load  ca rs  of  it s  ow n ow ne rshi p,  ex ce pt  ex tr avagantl y , w as te fu lly , 
an d in vi ol at io n of  th e ca r se rv ic e ru le s,  th is  ro ad do es  no t ow n any fr e ig h t 
ca r eq uipm en t, an d it  sh ou ld  n ot .

O th er  ra il ro ads fo r wh om  I sp ea k to da y se rv e m an y d is tr ic ts  w he re  th e nu m ­
be r of  ca rs  un load ed  fa r ex ce ed s th e  num be r load ed . To  th a t ex te n t an d as  to  
su ch  st at io ns an d d is tr ic ts , th ey  are  in  t h e  iden tica l po si tion  as  th e Lo ng  I sl and— 
th a t is, they  ha ve  an  ov er su pp ly  of  em pty fo re ig n eq ui pm en t of  cert a in  cl as se s 
which  they  a re  ob lig ated  to  ap pl y fo r lo ad in g in pre fe re nc e to  th e ir  own ca rs . 
In  ot her  d is tr ic ts  th ey  m ay  ha ve  th e re ve rs e s it u a ti o n ; th a t is, th ey  re quir e 
mor e ca rs  of  a part ic u la r ty pe  fo r lo ad in g th an  a re  m ad e em pt y in th a t d is tr ic t.  
To  th e ex te nt  th a t su it ab le  em pt y fo re ig n eq ui pm en t may  be  av ai la bl e to  th em
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nea rb y, it  is mor e econom ica l to  plac e it  fo r lo ad in g in th e  d ir ec tion  of  th e 
ow ne r’s lin e th an  to  mo ve su ch  ca rs  em pt y to  th e ow ne r an d at th e  sa m e tim e 
load  th e ir  ow n ca rs  in th e  sa m e di re ct io n.

I t  is  appare n t th a t th e  pr ed om in an ce  of un lo ad s ov er  lo ad s in  th e  te rr it o ry  
se rv ed  ge ne ra lly by th e line s fo r wh om  I am  te st if y in g  cre a te s a si tu a ti on  which  
di ff er s from  th e  Lo ng  Is la nd Rai l Roa d’s po si tio n on ly  in de gree . The se  ra il ­
ro ad s are  ob liga ted to ac ce pt  in  in te rc han ge ca rl oad  fr e ig h t load ed  in an y su it ­
ab le  ca r,  to  move it  to des ti nat io n , plac e it  fo r un lo ad in g an d th en  remov e and 
disp os e of  th e  em pt y ca r.  Ther e is no es ca pe  from  pa ym en t of  ca r re n ta l to  
th e  ow ne r, no r sh ou ld  th ere  be. Yet , I w an t to  m ak e one th in g ve ry  cle ar—  
th e  ra il ro ad  which  pa ys  th e  per  die m be ca me li ab le  fox- su ch  pay m en ts  simply 
th ro ugh th e na tu ra l oper at io n of  in te rl in e fr e ig h t mo ve men t on a th ro ugh bi ll 
w ithout tr a n sfe r of  la din g a t ju nct io n  po in ts , w hi ch  I unders ta nd  to  be  re quir ed  
by  law .

W he n th e B ur ling to n R ai lr oad  plac es  on e of  it s box ca rs  a t one of  it s  st a ti ons 
fo r lo ad in g of  a sh ip m en t de st in ed  to  B al tim or e.  Md .. vi a Chica go  an d th e  
Pen nsy lv an ia  R ai lr oad , th e  Pen ns yl va ni a R ail ro ad  did not re n t th e  B ur lingto n 
ca r.  I t  simply be ca me liab le  to  iwxy th e  B url in gto n fo r th e us e of  it s ca r on  a 
I»er diem  ba si s un ti l it  e it h e r re tu rn ed  th e cai- to  th e  B ur lingt on a t Chica go  or 
de live re d it  load ed  or  em pt y to  ano th er ro ad . If , whe n th e B ur lingt on car w as  
un lo ad ed  a t B al tim or e,  th e  Pen nsy lv an ia  R ai lr oad  mo ved it  to  Yo rk,  I’a.,  an d 
pl ac ed  it  fo r a lo ad in g of  a sh ip m en t de st in ed  to Den ve r, Colo. , a loc al B url in g­
to n R ai lr oad  po in t, via St.  Lou is  and th e M isso ur i Pa cif ic R ai lr oad , it  m ig ht  be  
cl ai m ed  th a t th e Pen nsy lv an ia  R ai lr oad  re nte d th e B url in gt on  ear a t B al tim ore  
or  a t Yo rk,  or  th a t it  appro pri a te d  th e  car or m is ap pro pri at ed  it,  but th is  is n’t 
tr ue . The  Pen ns yl va ni a R ai lr oad  simply ac te d to  min im ize  em pt y ca r-mile s, 
whi ch  is  in  ac co rd an ce  w ith th e  car se rv ice ru le s.  In  so ac tin g,  it  w as  liab le  
to  th e  B ur lingt on R ai lr oad  fo r one , two. or th re e  ad dit io na l ca r day s ab ove 
w hat m ig ht  ha ve  been  re quir ed  if  th e  ca r ha d beeix di sp at ch ed  fr om  B al tim or e 
to  C hica go  e mp ty.

T he po in t is  simpl y th a t ra il ro a d s oper at in g  pre dom in an tly  in a de live ring  
capac ity  a re  co mpletely unab le  to  co nt ro l th e  ow ne rs hi p of  ca rs  load ed  to  s ta ­
ti ons on  th e ir  lin e an d m us t as su m e re sp onsi bi li ty  fo r per  diem  se tt le m ent w ith 
th e  ow ne rs  of  su ch  ca rs , re gard le ss  of  how m an y cars  it  may  own it se lf  and per­
hap s hav e st or ed  se rv icea bl e on it s ow n lin e. Se co nd ar ily , su ch  dest in ati on  ra il ­
ro ad s,  ev en  w ith  a  su rp lu s of  s er vi ce ab le  c ar s st o re d  on th e ir  tr ac ks,  a re  o bl ig at ed  
to  pr ov id e re ver se  lo ad s fo r fo re ig n ca rs  in th e d ir ec tion  of  th e ow ne rs  of su ch  
ca rs . Sm al l won de r, th er efo re , th a t th e  ra il ro ads fo r wh om  I of fe r th is  te s ti ­
mo ny, op er at in g  fo r th e  m os t p a r t in  a te rr it o ry  w he re  mor e ca rs  a re  un lo ad ed  
th an  load ed , ge ne ra lly a re  p er diem  de fici t ra il ro ads.  Nor  sh ou ld  th is  co m m it te e 
be lie ve  th a t th e mer e ex is te nc e of  a de fic it in  per  diem  in dic at es  th a t a ro ad  or  
a gr ou p of  ro ad s is de fici t in  ow ne rshi p.  The  Lo ng  Is la nd  co uld ow n an y num ­
ber of  fr e ig h t ca rs  an d be  an  una vo id ab le  de fic it per  diem  ro ad  be ca us e it  wou ld  
nev er  hav e an  opport unity  to  fo rc e an y of  it s ow n cars  off line  to ea rn  an y per 
diem  cr ed it s.

T her e is  ano th er fe a tu re  which  has in re ce nt years  in cr ea se d th e  m ea su re  of  
th e  car re n ta l bu rd en  on te rm in ati ng  ro ad s.  The  in te rm odal  co m pe ti tion  which  
has be en  so fie rce  in  th e la s t th re e  de ca de s or  so has re quir ed  ra il ro ads gen er al ly  
to  be  mor e ge ne ro us  in  perm it ti ng  de te nt io n of  fr e ig h t ca rs  by  sh ip per s an d 
co ns igne es  th an  wou ld  be  th e ca se  if  su ch  in te rm odal  co m pe ti tion  did not ex is t 
to  th e  d eg re e th a t it  d oes . The  p ra c ti ca l eff ec t o f t h is  h as be en  t o  p erm it  s hi pp er s 
an d co ns igne es , and pa rt ic u la rl y  th e  la tt e r,  to  del ay  lo ad in g or un lo ad in g of  
fr e ig h t c a rs  w ithou t c har ge co m m en su ra te  w ith  t he val ue of th e  in ves tm en t which  
th ey  a re  t h u s  ty in g up .

As  an  ex am pl e,  ca rl oad s of  g ra in  a rr iv in g  a t N ort h  A tl an ti c  port s may  be 
hel d  fo r 3 da ys  fo r in sp ec tio n pl us  4 more fr ee  day s fo r unlo ad in g bef or e an y 
st o ra ge ch ar ge  is as se ssed . G en er al  ca rg o in te nd ed  fox- export  m ay  be  he ld  fr ee  
o f dem ur ra ge fo r 7 days in  additioxx to  al l in te rv en in g Satu rd ays,  Su nd ay s, 
and  ho lid ay s.

Some yea rs  ago, w he n in dust ry  ge ner al ly  sh if te d  f ro m  a 6-da y to  a 5-day w or k­
week,  de m ur ra ge  ru le s had  to  be  liber al iz ed  by  addin g S a tu rd ay  to  th e  da ys  
w hi ch  wer e no t co un ted in co m pu tin g dem urr ag e ch ar ges  as se ss ed  ag ai nst  a con­
si gn ee  fo r de te nt io n of  a lo ad ed  ca r.  The  simple re as on  fo r th is  w as  to  me et 
th e  pressux-es of  in te rm oda l co m pe ti tion  w hi ch  w as  be co ming st ro nger ev ery da y.
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Since a shippe r or consignee, f ree  to choose between  th e various  form s of tra ns ­
portation, must add in all his costs  and  expenses, it was quickly  evident tha t 
the  consignees generally  were  unwilling  to work their unloading crews on 
Saturday at  time and one-half  or double time rat es  to unload inbound cars,  or, 
as an alte rna tive, pay dem urrage for the  detention  of car s not  unloaded. Ex­
tension of the  privilege of detain ing  cars free  by not count ing Saturdays , Sun­
days, and  holidays intervening between placement of the ca r and  actua l unload­
ing, had sev eral  ef fec ts:

1. It  as sisted ra il transp ortation  in the  competitive b att le for patronage. This 
benefit accrued mutu ally to al l ra il ca rri ers par tic ipa ting in th at  pa rticu lar  
movement. To a broa der degree, it  benefited all  the rai l ca rri ers in the  country, 
since it  prevented add itional  diversion  to other forms of transp ortation.

2. I t increased the  deten tion of c ars  at  t erm ina ting stat ions. Since more cars  
are termin ated in official ter rit ory and  a t the sta tion s of the lines fo r whom I 
speak, thi s detention was added to the  time that  the ind ividual cars ami cars  
as a group s[>ent at  such sta tions and on these lines.

3. It  added accord ingly to the per  d iem bill and net  per diem sett lements  due 
from the rai lroads  in official te rri tory  on beha lf of whom I p resent  this testimony.

Note please tha t a ll ro ads  have  part icipa ted  in the benefit, but only the termina­
ting lines bear the added  p er diem burden and the criti cism  which is heaped upon 
them by othe r rai lro ads whose traffic is predominantly orig inated as  dis tin ­
guished from term inate d.

Within  recent  months  many thousa nds of loaded  cars were  detained at  our  
seap orts  because of the pro tracted str ike  of longshoremen called  by the  In te r­
nat ional Longshoremen’s Association. These car ds were delayed on the tracks  
of termin atin g rail roads. Ful l per  diem was payable  by these roads to the 
owners of every single  car. Rai lroads  in othe r ter ritor ies  had  alread y earn ed 
their  s hare of th e fre igh t revenue and  were  f ree  of per diem costs  once the  car s 
had been delivered to the  term ina ting roads.  These  la tte r roads,  including 
many  for  whom I am author ized  to speak, had  no recourse whatever  excep t to 
hold the cars unde r load unt il the  settl eme nt of thi s widespread labo r dispute 
resto red to duty the  forces requ ired  to unload  the  contents  of the  car s and 
tra ns fer it to ships. This  is hu t one example of the  inescapable burden of car  
ren tal  which fall s heavi ly and unevenly on rai lroads  ope rating in the ter ritory 
where  more cars  are  unloaded than  on rai lroads  whe re the  opposite situat ion  is 
the case.

Wh at I have  said so fa r is tru e irrespective  of whethe r pe r diem is 50 cents 
per  day or $50 per  day. The arrang ements for  sett lem ent  between  the  owner 
of a fre igh t car and ano ther rai lro ad for  t he  use of such car  are no more than 
a system designed to promote economic and  efficient use of car s through  equit­
able dis tribution between the  rai lroads  of the  tot al true  cost of ownership. 
The Interst ate Commerce Commission has  long been author ized  and empowered 
to fix the ra te  of fre igh t car renta l to the  extent  of compensat ing the ca r owner 
for  the  cost of ownersh ip, including a reaso nable re turn  on investment. Acting 
by majori ty vote, the rai lro ads have adjusted per  diem ra tes from time to time, 
always subject to review by t he  Commission.

The records will indicate, bu t the  committee may be inte rest ed to observe, 
th at  the  group of rai lroads which support these bills  collected in 1964, a net  
tota l of $27.8 million from oth er rai lro ads for  the use of their cars. In  contras t, 
the  group of rai lroads  opposed to these  bills  paid  $29 mil lion more for the use 
of foreign cars during 1964, tha n they were able to collec t from all other ra il­
roads for  the  use of thei r ears . Had  they  returned all foreign cars empty to 
the  owners in contraventio n of the car  service rules,  they  might conceivably 
have reduced their  debit  balances  somewhat, hu t fundam enta lly thi s debit posi­
tion reflects  a pred ominan t flow of traffic in the United Sta tes more than  it  re­
flects any other single influence.

Our group is very glad for  the  suppor t of the  Norfolk & Western Railway in 
opposition to thi s legislation . The committee may desire to note, however, that  
this road had a net  per  diem credit in 1964 of $12.3 million. Wi thout this  off­
sett ing credit, the  ne t debit balance of the rem aind er of the  group is $41.3 million.

The committee may also be inte rest ed in observing th at  the group >f ra il­
roads which supp ort these hill s enjoyed a composite ra te  of re tur n on invest­
ment in 1964 of 3.86 perce nt. The rai lroads opposing these  bills, including 
the Norfolk & Western,  had a ra te  of re tur n on their inves tment in th at  year 
of 2.33 percent . Excluding the N. & W„ the ret urn for the group was only
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1.35 perce nt.  Ten  of  the  lin es  opi>osed to the se bil ls did  not  ea rn  th ei r fixed charges du ring  1964.

T ha t is the economic  pictu re—a gro up  of rel at ively pro spero us  ra ilr oa ds , which general ly would  stan d to pro fit from th is  leg isla tion, opposed by a gro up  of ra ilr oa ds , ma ny of wh ich  ar e presen tly  in financ ial difficulty  an d which wou ld be fu rt her  bu rdened  by its  enac tm ent—a bu rden  which the y cann ot  avo id bec aus e of  th e flow of  commerce, a burden  which  the y can ill affo rd, and  one  th a t cann ot  be jus tif ied . En ac tm en t of  these bill s would merely  tr ad e do lla rs  with in  th e ra ilr oa d in du st ry —en ric h the  rich and fu rt her  impoverish th e poor.
The pu rpor ted ob jec tive of  the bil ls is to enc ourag e the  main ten ance  of ca r sup ply  ad eq ua te  to me et the nee ds of commerce and the  na tio na l defense.  Su re­ly no one  can qu ar re l w ith  th a t obj ect ive , bu t it  is my opinion th a t the en ac t­men t o f t hi s legis lat ion  w ould de feat  th e o bjectiv e.
Th e ra il ro ad s as  a grou p have al re ad y taken mo re effectiv e ste ps toward ach iev em ent of th e object ive . Effect ive  Ja nu ar y 1, 1964, th e un ifo rm  per diem ra te  ap lic ab le to an y rai lro ad -own ed  ca r, rega rd less  of  age, type, cost or  value , wa s rep lac ed  by  a s ys tem  kn own a s m ult ile ve l per  diem , a s f ol lows:

P e r  d ie m  g ro up V al ue of  car R a te

1. _________________________ $1,000 a n d  le ss ___________________________________________ $2.162___________________________ $1,001 to  $5 ,000..................... ................................... ........................... 2.793 ___________________________ $5,001 to  $ 10,000 3.584__________ ____ ___________ $10,001 to  $15,000........................................................... . ............... ..... 4.505 _________________________ $15,001 to  $20,000 _______________ ____________ __________ 6.156___________________________ O ver  $20,000_____________________________________________ 7.74

While al l ro ad s did  no t fa vo r th is  change an d some st ill  do not , it  is a fa ct  tha t, t he  rat es  p res cri bed we re ca lcu lat ed  to repr es en t th e cos t of r ep ai rs , pro perty  taxe s, depre cia tion, in te re st  on inve stm en t an d mis cel lan eous expens es inc ide nt to ow ner ship. I t sho uld  be no ted  th a t both de prec iat ion and a 60-percent re tu rn  on inv es tm en t ar e com puted by us ing  p res en t-d ay  rep roducti on  val ue and no t the  low er or ig inal cos t of th e car. Obviously , these cos t fa ct or s cann ot be cor rec tly  
describ ed  as  “ba reb ones, ” as  ha s been cla imed in the  pa st  by pro ponents  of bill s sim ila r to tho se un de r cons iderat ion tod ay. Fo r pe r diem purpos es,  dep rec iat ion  is ca lculated  on th e basis  of presen t-d ay  rep rodu cti on  of a frei gh t car , no t the  low er or ig inal cost.  Sim ila rly , a re tu rn  on inv es tm en t a t 6 pe rcent of such  deprec ia ted  reproductio n cos t is inc lud ed instea d of 6 pe rcen t re tu rn  on the  or ig inal  cost,  deprec iat ed . Th ere is no thi ng  “ba rebones” ab ou t the se pe r diem ra te s.  Nei ther  is th er e any basis  wha teve r fo r th e oft en  repe ated  sta temen t by prop on en ts of th is  leg isl ati on  th a t it  is cheape r to re nt a frei gh t ca r th an  to own  one, fo r t he  re nt  equa ls the  cost o f ownership .

In  rec ognit ion  of the fa ct  th a t mo dern fr ei gh t ca rs  ar e beco ming even more cos tly  as  they  ar e ta ilo r ma de fo r pa rt ic ul ar  loa ding, equ ipped wi th shock contr ol devices, load re st ra in in g and loa d posit ion ing  equ ipm ent , cap able of ca rryi ng  he av ier  an d he av ier loa ds  a t high er  and high er  speeds,  the  ra ilr oa ds  in al l sec tions of the coun try  with  widely dif fer en t traffic  pa tter ns  hav e rec ent ly es tabl ish ed  ad di tio na l pe r diem  gro ups fo r appl ica tio n of the multil eve l concept. Gro up 6, wh ich  fo rm er ly  inc lud ed al l ca rs  having  a value  fo r clas sifi cation pu rposes in excess  of $20,000. has been cha nged to $20,001 to $25,000 at  a daily  ra te  o f $7.11. New groups 7. 8, a nd  9 have been es tabl ish ed  to accomm odate ca rs  with  de prec iat ed  value  of $25,001 to  $30,000 a t a da ily  ra te  of $9;  ca rs  $30,001 to $35,000, a t a ra te  of $10.18; an d ove r $35,000, a t a ra te  of $12.18. These changes, wh ich  became effectiv e Ap ril 1, 1965, ha d one simple purpos e—t he  same  purpo se as  al l ca r re nt al  ra te s—to recogn ize the  va ry ing cos ts of ca r own ersh ip.As I ind ica ted , ne ith er  ado ption  of mu lti lev el ra te s as  a concept, nor  fixing the  ra te s appli cable  to the fir st six  gro ups , no r subse quent  modif ica tion  to add th ree more gro ups ha s been  w ith  th e un an im ou s conse nt of al l ra ilr oa ds . The va lid ity  of the  concep t an d of th e compu tat ion s is cu rren tly  un de r rev iew  by the  Com­mission  in pen din g lit iga tio n.
Co mp uta tio ns  on which  al l ca r re nt al  ra te s have  been based  have  been lim ited to th e cos t of  owner ship, inclu din g m ainten an ce  and  a  fa ir  r etur n.  I am info rmed th a t the law  pre clu des  th e Com mission  fro m giving co ns ide ra tio n to facto rs ot he r th an  th e cost  of owner ship. I t is my un de rs tand ing th at in 1947, in a
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co urt  rev iew  rei xi rte rt un de r th e ti tl e  Pal m er  v. Uni ted S ta te s,  75 F edera l Su pp le­
men t 63, th e  co ur t he ld  th a t th e Co mm iss ion  has  no  po wer  to  re quir e pa ym en t 
fo r th e use of  a fr e ig h t car a t a ra te  wh ich  ex ce ed s th e co st of  ow ne rshi p,  in cl ud ­
ing a  re as on ab le  r e tu rn  on in ve stm en t.

Th ese hi lls wou ld  re qu ire th e Co mm iss ion  to give co ns id er at io n to  m att ers  
ot her  th an  th e co st  o f ow ne rshi p of  fr e ig h t cars  in es ta bli sh in g fr e ig h t ca r re nta l 
ra te s to  be pa id  by us er  ra il ro ads.  As I re ad  th es e bi lls , th e  Co mm iss ion  wo uld 
be re qui re d in fix ing ca r re n ta l to  “giv e co ns id er at io n to  th e lev el of  fr e ig h t ca r 
ow ne rshi p” and in so do ing  in clud e a re tu rn  on va lu e th a t “w ill en co ur ag e th e 
ac qu is it io n and  m ai nt en an ce  o f an  ad eq uat e car fle et” or “on  th e b as is  of  e lem en ts  
refle ct ing th e v al ue o f us e o f f re ig h t ca rs .”

In  sh or t, th es e bi lls propose th a t some  unspecified  am ount be  ad de d to  th e 
ca r- hi re  ra te s,  no t to  re fle ct ow ne rshi p co st s to co m pe ns ate th e ow ne r fo r th e 
us e of  hi s pr op er ty , bu t ra th e r to  ac co mpl ish a re gula to ry  pu rpos e.  Th us , th e 
bi lls  wo uld d ir ec t th e  Co mm iss ion  to  fix a re tu rn  on val ue a t su ch  a lev el— ob­
vio usly in ex ce ss  o f th e  p re se nt  6 p er ce nt —as  in th e C om miss ion’s ju dgm en t mig ht  
en co urag e th e  a cq ui si tion  of  a ddit io nal  ca rs , or,  fo r th e  s am e pu rp os e,  to  co mp ute 
a ca r- hi re  ra te  on th e  ba si s of  el em en ts  de sign ed  to re flec t some  va gu e va lu e of  
us e th eo ry —n ei th er  of  which  fa ct ors  can pr op er ly  be  co ns id ered  as  co st s of 
ow ne rship.  Su ch  a  re gu la to ry  de vic e in  th e  gui se  o f co mpe ns at io n w as  qu es tio ne d 
by the co ur t in th e  Pal m er  ca se  as  be ing “so co mplete ly  unre la te d  to  th e evil 
so ug ht  to  be  remed ied (a  car sh ort ag e)  * * * th a t se riou s qu es tion  wou ld ari se  
as  to  i ts  v al id ity  a s a re gul at io n. ”

In  se ek ing to  ac co mplish  a re gula to ry  pu rpos e,  th es e bi lls  wou ld  di sp la ce  th e 
lon g ac ce pt ed  st andard  of  co mpu tin g ca r re n ta l on ow ne rs hi p co sts , in cl ud in g a 
fa ir  re tu rn  on inve stm en t, by  re quir in g  th e  Com miss ion to  us e var ia bl e,  un­
ce rtai n.  an d t he or et ic al  f ac to rs  in fix ing ca r re n ta l ra te s.  How  w ou ld  th e po wers 
gr an te d,  an d re qu ired  to  b e used , be ex er ci se d?  A t w hat lev el wo uld a re tu rn  on 
va lu e be fixed  so as  “to en co ur ag e” th e  acq uis it io n  of  fr e ig h t cars ?  Ho w wo uld  
th e Co mm iss ion  co mpu te  co mpe ns at io n on  “the  ba si s of  el em en ts  re fle ct ing th e 
va lue of  us e of fr ei ght cars ?” Th e bil ls  do  no t an sw er th es e qu es tio ns .

Fr om  a pra ct ic al  po in t of  view , th e  m ul ti le ve l per  diem  ra te s a lr ea dy guar­
an te e a car ow ne r de pr ec ia tion  and  a 6- pe rcen t re tu rn , no t on  hi s or ig in al  co st  
bu t on th e re pr od uc tion  va lue of  h is  pr ope rty.  Fe w, if  an y,  ra il ro ads ear n  a 
6-pe rcen t re tu rn  on th e ir  in ve st m en t a ft e r de pr ec ia tion , even  on th e or ig in al  
co st o f t he ir  inv es tm en t.

W hat th e  pr op on en ts  of  th es e bil ls  ob viou sly  w an t a re  ca r- h ir e ra te s ba sed 
on so mething  more th an  th e co st s of  ow ne rshi p.  Unles s a ra il ro ad  is more 
in te re st ed  in becoming  a less or  of  pr oj ie rty  th an  it  is  in  fu lf il ling  it s com mon 
c a rr ie r re sp on sibi lit y,  I su bm it th a t th e  m ul ti le ve l pe r die m ar ra ng em en ts , 
im pe rfec t as  th ey  are  from  th e  poin t of vi ew  o f th e us er , giv e ra il ro ads ad eq ua te  
in ce nt iv e fo r in ve stm en t in  w hat ev er  su pp ly  of fr e ig h t ca rs  a re  ne ed ed  to sa ti sf y  
th e re qu ir em en t of  th a t ro ad ’s sh ip pe rs . W hi le  I ex pre ss  th es e vie ws  on be ha lf  
of  a long  li st  of ra il ro ads,  I ca n sa y w ith ce rt a in ty  w hat th e si tu ati on  is on th e 
Pen ns yl va ni a.  I rec om me nd ed  th e  ve ry  ex te ns iv e ca r ac qu is it io n pr og ra m  
w hi ch  we  ca rr ie d ou t in  1964 and a m uc h mor e am bi tiou s pr og ra m  fo r 1965. 
The  cars  to be bu ilt , re bu il t, o r giv en  he av y re pa ir s a re  de sign ed  to m ee t a 
si>eeific re qu irem en t of  sh ip pe rs  a t PR R  st at io ns.  The y a re  mod ern, of  high  
ca pa ci ty , an d embod y th e la te st  in  de sign  of co ns truc tion . All of th e new ca rs  
w ill  ha ve  ro ll er  be ar in gs . All of  th e  bo xc ar s w ill  ha ve  cu sh ion un der fr am e.  
M an y of  the m will  be eq uipp ed  w ith  th e la te st  in load  po si tio ni ng  an d load  
re s tr a in in g  devices.  Ir re sp ec tive  of  tyj»e. th ey  ha ve  one th in g in  comm on— 
th ey  a re  ex trem ely expensi ve , an d th ey  ca n pa y off th e ir  in ve st m en t on ly  if  th ey  
a re  ex tens ively ut ili ze d.

P ro te ct in g of  sh ip jie r re qui re m en ts  on our li ne an d th e re ve nu e de riv ed  th ere ­
from , no t pe r die m,  ha s bee n th e in ce nt iv e fo r ou r ca r pr og ra m s.  Let  me  te ll 
yo u w hat we  ha ve  done in  7 ye ar s.  In  Ju ly  1960 we co mplete d a new car pro ­
gr am , begun in 1959 : 22,972 ne w fr e ig h t ca rs  w er e ac qu ired  a t a co st of  .$212 
mi llion . Fi na nc in g was  th ro ugh co nd it io na l sa le  arr an gem en ts  or  le as ing—  
m os tly th e la tt er.

I t was  th e la rg est  ca r pr og ra m , bo th  w ith re sp ec t to  quan ti ty  an d cost,  th a t 
has  ev er  lieen  un de rt ak en  by an y ra il ro ad  in  such  a sh ort  i^eriod of tim e.

O ur  su bs eq ue nt  1960-65 fr e ig h t ca r pr og ra m  in cl ud es  18,489 new ca rs , a t a 
■cost o f ,$237.3 m il li on ; a nd  20,763 cars  re bu il t or re hab il it a te d , a t a co st  of  .$62.1 
mill ion,  also  ch ar ge ab le  to cap it a l ex pe nd itur es . In so fa r as  th e sh ip ping  publi c
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is  co nc erne d,  th es e la tt e r  a re  th e eq ui va le nt  of  ne w ca rs . In  1965 alon e,  we  a re  
sp en di ng  $102 mill ion fo r 6.179 new fr e ig h t ca rs  an d,  in  ad di tion , $10.2  mill ion 
to  r ehab il it a te  1.957 fr e ig h t c ar s.

As of  Se pt em be r 30, 1965. 17,343 of  th e  new ca rs , an d 20,347 of  th e  re bu il t 
an d r ehab il it a te d  c ar s,  h ad  been  p lac ed  in  service .

The  to ta l 195 9-65  fr e ig ht ca r pr og ra m  of  th e Pen ns yl va nia  R ail ro ad  invo lves  
cap it a l expen dit ure s of  $511.4 mi llion , co ve rin g 62.224 cars — 11,461 new  and 
20.763 re bu il t or  re hab il it a te d  to new co nd iti on . More th an  60.600 of  th es e a re  
in  se rv ice , or  49 per ce nt  of  th e  PR E  fleet. Mo re  a re  co ming off th e  lin e ev ery 
da y,  a nd  a ll  w ill  be in  s er vi ce  b efor e th e en d of  t he y ea r.

As a re su lt  of  th es e pr og ra m s,  whi le  th e  Pen nsy lv an ia  R ai lr oad  han dle d 7.55 
per ce nt of  th e to ta l cl as s I ra il ro ad  re ve nu e ton- mile s an d ori g in at ed  7.39 i>er- 
ce nt of  to ta l cars  or ig in at ed , in 1964, on Ja n u a ry  1. 1965, we  ha d 109,872 se rv ice­
ab le  fr e ig h t ca rs , 7.81 pe rc en t of  th e 1,406,196 se rv icea bl e ra il ro ad -o w ne d fr e ig h t 
ca rs  on cl as s I ra il ro ads.

Th e Pen ns yl va ni a R ai lr oad  do es n' t look to  th e B url in gto n or to an y o th er  ro ad  
whi ch  su ppo rt s th is  legi sl at io n to  ass is t it  in m ee ting  th e re quir em en ts  of  it s  
sh ip pe rs  fo r coal ca rs , fo r or e ca rs , fo r au to -p art s ca rs , fo r hi gh -g rade , in su la te d  
bo xc ar s,  or  fo r ju m bo  co ve red  ho pp ers, ex ce pt  to  th e ex te n t th a t su ch  eq ui pm en t 
m ad e em pty on ou r lin es  may  be av ai la ble  fo r re ve rs e lo ad in g to th e ow ne r.

I st ro ng ly  comm end to th e a tt en ti on  of  th e ra il ro ads wh o ha ve  su pport ed  th is  
le gi sl at io n th a t they  co ns id er  ad op ting  a  si m ilar ly  re so lu te  p ro gr am  of  c onst ru ct­
in g  cars  su it ed  to  th e ne ed s of  th e  sh ip pe rs  on th e ir  lin es , re ly in g on th e m ult i­
lev el pe r die m ra te s to  pr ov id e them  w ith  fu nds to  li qu id ate  th e ir  eq ui pm en t 
in de bt ed ne ss . As fo r th e Pen ns yl va ni a,  I ca n fo re ca st  th a t we will  co nt in ue  to 
do  w hat we  ha ve  in th e p a s t;  na mely,  to buy, bu ild , and  re st o re  to  se rv ic e by 
re pa ir s ev er y fr e ig h t car su it ab le  fo r us e by ou r sh ip per s th a t we ca n pa y for. 
I f  we  a re  comp ell ed  by In te rs ta te  Co mm erc e Co mm iss ion  ac tion  re quir ed  by th is  
le gi sl at io n to  co nt ri but e to  th e co ns truc tion  of  g ra in  cars  by th e B ur lingto n an d 
o th er w es te rn  ro ad s,  we  wou ld  sim ply ha ve  fe w er  doll ars  to  de vo te  to co ns truc ­
tion  o f cars  re qu ir ed  by  a nd su it ab le  fo r th e use  of  o ur s hi pp er s.

To  as se ss  a te rm in ati ng  line a per die m ch ar ge in  ex ce ss  of  th e  fa ir  ow ne r­
sh ip  co st  of th e ca rs  inv olve d wou ld be  to pe na lize  it  fo r co nd it io ns  no t on ly  be­
yo nd  it s  co nt ro l, bu t als o which  a re  th e re su lt  of  th e  or ig in  or  in te rm edia te  lin e 
tu rn in g  ov er  to  it  a  sh ip m en t su bje ct  to de te nt io n des pite th e m os t d il ig en t e ff or ts  
of  th e  te rm in ati ng  c arr ie r.  In  su ch  a si tu at io n , if  th e  or ig in  line  has  a sh ort ag e 
w hi le  ca rs  a re  ba ck ed  up  a t th e  port  aw ai ti ng  sh ip s, it  is  no t th e  te rm in ati ng  
li ne’s fleet of  ca rs  which  is  in ad eq uat e.  I t  is  th e  or ig in  li ne which  has ins uff i­
ci en t cars  to  ta ke  car e of  th e tr ansp ort a ti on  ne ed s of it s sh ip pe rs , an d th is  is 
tr u e  ir re sp ec tive of  w heth er or not  th e  or ig in  li ne sh ow s a n  annual n e t c re d it  
in  it s per  d iem  ac co un t.

The  qu es tio n be fo re  yo ur  co m m it te e is ju s t about th a t simple— eit her each  
in div id ual  ra il ro ad  will  be ab le  to  do  it s p a rt  in  m od er ni zi ng  an d,  ho pe fu lly , in 
ex pa nd in g th e supp ly  of ra il ro ad  fr e ig h t cars  to  m ee t a gr ow in g re quir em en t fo r 
ra il ro a d  fr e ig h t tr ansp ort a ti on , w ith  p a rt ic u la r em ph as is  on  th e re qu irem en ts  
of  sh ip per s a t it s st at io ns,  or th e fr e ig h t ca r su pp ly  will  inde ed  become  a  gi ga n­
ti c ik »o1 w ith  no one fe el ing an y se ns e of  re sp on si bil ity  ex ce pt  to  m ak e pa ym en ts  
in to  a comm on fu nd . In  my  ju dg m en t, th is  wou ld  be  a g ig an tic m is ta ke an d 
m ig ht  in de ed  so un d th e  en d of  ra il ro a d  tr an sp o rt a ti on  carr ie d  ou t by  a grou p 
of  i nd ep en de nt , co mm ercial ly  m otivat ed  ra il ro ad  co mpa nies .

You a re  co nc erne d w ith  c a r sh or ta ge s.  To  th e ex te n t th a t th ey  ha ve  ex is ted 
sinc e W or ld  W ar II , th ey  w er e cert a in ly  no t th e  re su lt  of  an  in ad eq uat e per  
diem  ra te , w hi ch  has ri se n  from  $1 to  as  m uc h as $12.18 per car p e r da y in  t h a t 
pe rio d.  A lth ou gh  th ere  has be en  a de cl in e in  fr e ig h t c a r ow ne rshi p sin ce  1945 
ra il ro ad  fr e ig h t traf fic  has al so  de cl in ed , a t ab out th e sa m e ra te  as  ra il ro ad  
fr e ig h t ca r ow ne rship.  The  de cl ine in  ra il ro ad  fr e ig h t tra ffi c w as  bro ug ht  ab ou t 
in la rg e p a rt  by  th e in ro ads of co m pe ti tive  mod es  of  tr ansp ort a ti on , m os t of  
which  a re  s ub sidize d.  D uri ng t h a t pe riod  th e  r a il ro ads’ s hare  o f in te rc it y  fr ei ght 
tra ffi c in  th e  U ni te d S ta te s de cl in ed  fr om  67 to  43 per ce nt , w it h  th e  mot or  
carr ie rs , in la nd w at er w ay s,  oil pipe lin es , an d a ir  ca rr ie rs  al l sh ow ing ga ins.

Also, it  sh ou ld  be  no ted  th a t th e aver ag e ca r ca pac ity  in 1964 w as  58.3 tons , as  
co m pa re d w ith  51.1 to ns in  1945. In  fa c t,  a co mpa riso n of leve ls  of ca r ow ne r­
sh ip . 1945 ve rs us  1964, does not  di sc lo se  t h e  w ho le pi ct ure . Alt ho ug h th e nu mbe r 
of  ca rs  de cr ea se d by 15.4 pe rc en t in th is  pe rio d,  th e  to ta l ca rr y in g  ca pac ity  de ­
cr ea se d on ly  on e-fif th  as  much, or  3.4 pe rc en t,  du e to  th e  re ti re m en t of  sm al l



180 NATIONAL FREIGHT  CAR SHORTAGE

ca rs  an d la rg er ca pac ity of  ne w ones.  In  th e  cen tr a l w es te rn  region , av er ag e 
to ns  of  w hea t pe r car ori g in at ed  has  in cr ea se d 14.3 pe rc en t, fr om  51.3 to ns in 
1945 to  58.6 to ns  in  1963, th e  la te st  avail ab le  figure . T his  in cr ea se  in  to ns  of 
w he at  load ed  pe r ca r may  be ac co un te d fo r  by th e  in cr ea se d us e of j um bo  co ve red 
ho pp ers. As  no ted in th e M ar ch  1965 is su e of  Traff ic M an ag em en t, th e re  is  a 
de fin ite  tr end  to w ard  us in g 100-ton  co ve red ho pp er s fo r g ra in  sh ip m en ts . The  
art ic le  re port s th a t th e  B url in gto n line s re ce nt ly  to ok  del iv er y of  460  an d th a t 
th e  S an ta  P e  is  th e  la rg est  si ngl e ow ne r w it h  3,600 co ve red ho pp ers.  The  ra il ­
ro ad s ha ve  en co ur ag ed  gra in  sh ip pe rs  to  purc has e ov er  1,000  of th ese  ca rs  by  
of fe rin g th em  re du ce d ra te s if  th e  sh ip pe r ow ns  th e ca rs .

Ther e a re  no w ap pr oxi m at el y 105,000 co ve red ho pp ers ow ned by cl as s I ra il ­
ro ad s an d by th e  c a r lin es.  T his  is  an  in cr ea se  of 61,600 , or  143 pe rc en t, sin ce  
Se ptem be r 1, 1955. On ord er  as  of  Sep tem be r 1, 1965, th ere  w er e 3,891  covered  
ho pp ers , of  w hi ch  ov er  90 pe rc en t a re  100-ton ca pa ci ty . Eac h of  th es e 100-ton  
co ve red  ho pp er s is  eq ua l to  tw o 50-ton bo xc ar s an d w ith  g re a te r u ti li za tion, su ch  
as un it  tr a in  se rv ice , it  is  p os sibl e th a t on e of  the se  100 -ton  co ve red ho pp er s co uld 
mo ve as  muc h gra in  as  fo ur 50-ton bo xc ar s mo ved in  1945.

Th e ra il ro ads are  ac co m pl ishing  f a s te r tu rn aro unds,  b e tt e r c a r u ti li za tion , an d 
ex pe di te d re pair s to  eq uipm en t, al l of whi ch  re du ce s th e  eq ui pm en t re quir ed  fo r 
a  giv en  vo lume of  bu sine ss . T he ra il ro ad  in dust ry  p la ns to  sp en d $1.3 bi lli on  on 
eq ui pm en t th is  ye ar , an  al l- tim e high . In  1964 it  w as  $1.1 bi ll io n,  th e n  a  new 
hig h. T h is  is  th e re su lt  of  th e  in ce nt iv es  th a t I ha ve  m en tio ne d,  no t in cr ea se d 
pe r diem.

A car  sh ort ag e oc cu rs w he ne ve r a  r a il ro a d  se rv in g a st a ti on  i s unab le  to  supp ly  
a sh ip pe r w ith  th e car or al l th e c a rs  he  re quir es  fo r lo ad in g on  a part ic u la r 
da y.  The  sh ort ag e may  oc cu r a t on ly  one st a ti on  an d may  be  al le via te d  th e 
ne xt  d ay . T her e m ay  be a sh ort ag e of  on e ty pe of  c a r  and  a su rp lu s a t th e  sam e 
st a ti on  o f som e o th er ki nd  o f ca r.

At  tim es  of  un us ua lly hig h de m an d,  sh ort ag es  may  be  quit e w id es pr ea d,  such 
as  sh or ta ge s of  co al  cars  whe n stee l co m pa ni es  an d  u ti li ti es a re  tr y in g  to  sto ck 
up  in ad va nc e of th e  14 -day  m in er s’ h o li d a y ; te m pora ry  sh or ta ges  of  g ra in  c ar s 
a t co un try el ev ato rs  du ri ng  th e  hei ght of  th e  h a rv e s t; sh ort ag es  of  so c ia ll y  
equipi>ed go nd olas  fo r mov ing st ee l w he n in dust ry  is a tt em pti ng  to  bu ild  up  
stoc kp ile s ag ain st  th e pos si bi li ty  of  a  st ee l st ri ke .

Seldom is th ere  a sh ort ag e of  a ll  k in ds of  cars  al l ov er  th e  co un try.  Th e C ar  
Se rv ice  Div is ion of  th e A ss oc ia tio n of  Am er ic an  R ai lr oads has m ea ns  a t it s com­
m an d to  su pp le m en t th e  c a r se rv ic e ru le s as  a m ea ns  of  re lo ca ting em pty ca rs . 
Th ey  ca n an ti do is su e sp ec ia l ca r o rd ers  re qu ir in g  ra il ro ads,  which  pr ed om i­
nan tly  re le as e mor e cars  th an  th ey  re qu ir e  fo r load in g,  to  ex ped ite th e  re tu rn  of  
cert a in  ty pe s of  ca rs  to ce rt a in  ra il ro ads.  So met im es  th es e ord er s pr ov id e fo r a 
re tu rn  of  a part ic u la r ro ad ’s ow ne rs hi p w hi le  a t o th er tim es  th ey  re quir e  de liv ­
er y of  em pt y eq ui pm en t o f a ce rt a in  t ype ir re sp ec tive of  owne rshi p.  The se  o rd er s 
ar e  su ppl em en ta ry  to th e  c a r se rv ic e ru le s an d to  th e ex te n t th a t may  be ou t­
st an di ng  an d in eff ec t th ey  re s tr ic t th e  ri gh t and remov e th e  ob liga tion  of  th e 
ro ad h au li ng  th em  em pt y fr om  e it h e r usi ng  th em  to  p ro te ct lo ad in g or  to  re fr a in  
fr om  u si ng  th a t ro ad’s ow n c a r i n li eu  th er eo f.

O rd er s of  th e c a r se rv ic e di vi sion  to  e xp ed ite th e  flow of  c ert a in  k in ds of em pt y 
eq ui pm en t do  no t ca rr y  any  pen al ti es . W he n th ey  a re  not ef fect ive in  br in gi ng  
ab ou t th e  de si re d re su lt , th e  In te rs ta te  Co mm erc e Co mmiss ion ha s,  in re ce nt  
ye ar s,  is su ed  si m il ar o rd ers  ov er  th e  au th o ri ty  of  th e  D irec to r of  th e  B ure au  of 
Se rv ice an d Sa fe ty . As d is tinguis hed  fr om  c ar se rv ic e divi sion  or de rs , th es e ICC 
or de rs  do  carr y  he av y pe na lt ie s.  R oa ds  which  ha ve  vi ol at ed  su ch  ICC ord er s 
ha ve  been  pr os ec ut ed  in  t h e  c ourt s and  f ined  h ea vi ly  f o r su ch  v io la tion s.  Th us , it  
is to  be  un de rs to od  th a t m ea ns  a re  a lr eady  avai la ble  th ro ugh th e  c a r se rv ice 
di vi sion  of  th e  ICC to  su pp le m en t th e  ca r se rv ice divi sion  ru le s as  a  m ea ns  to  
mo ving  em pt y eq ui pm en t in to  lo ad in g d is tr ic ts  w he re  th e  su pp ly  is sh or t. I t 
shou ld  be  no ted th a t th e  f ine s fo r v io la tion of  t he  ICC car se rv ic e div is ion or de rs  
are  levi ed  again st  on ly  th e  ro ad s which  vi ol at e them  by  m is ap pro pri at in g  em pty 
eq uipm en t f o r us e o th er t h an  a s spe cif ied .

Th e ap pl ic at io n of  th e  prop os ed  in cr ea se d per diem  ch ar ges  w’ould impose  an  
in eq ui ta bl e bu rd en  in  in st an ce s w her e c a r se rv ic e ord er s a re  in  effect re quir in g 
th e  r e tu rn  of  e mpt y eq ui pm en t to  t h e  ow ning  l ine . W ith  re sp ec t to  b ox ca rs  mo v­
in g to  w es te rn  ra il ro ads,  it  is  comm on  pra cti ce  fo r th e east ern  lin es  to  rec eive  
AA R and ICC or de rs  to  send  li te ra ll y  tr a in lo ads of  e m pt y bo xca rs  to  th e  W es t to 
m ee t th e ir  gra in  lo ad in g an d o th er re qu ir em en ts . M an y of  th es e w es te rn  ca rs  
come  to  th e  Pen ns yl van ia  R ail ro ad  via  Pot om ac  yard  her e in  W as hi ng to n an d 
o th er ea st ern  ju nc tion s,  and t e rm in a te  a t nea rb y e ast ern  se ab oar d po in ts.  U nder
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the orders referred to the Pennsylvania is, in many cases, not permitted to load 
the cars hut is required to return them empty to Chicago, or some other  western 
gateway, and assume the regular  per diem charge while they are on our line. 
Certainly, tha t per diem charge should not be increased. Rather, as a mat ter of 
equity, in view of the short  haul we receive in the loaded movement, we should 
not only be relieved of per diem, but actually  compensated by the owner for 
moving the car empty in long haul. What “incentive” would result from paying 
a higher per diem for a car  tha t comes to a road without tha t road having any 
control over it, and which, when released, must be returned empty to the owner?

I fully recognize tha t in the very nature of railroad transporta tion a free 
flow of equipment is required, and thalt cars provided by one railroad for its 
shippers must perforce move in the direction of normal traffic flows to the lines 
of other railroads.  As an example of this, during 1964 there  was an average of 
314 plain boxcars of Burlington ownership on the Pennsylvania Railroad  in 
excess of Pennsylvania plain boxcars on the Burlington. During the same period 
there  was an average of 13S gondolas of Pennsylvania Railroad ownership on 
the Burlington in excess of Burlington gondolas on the Pennsylvania. This is a 
normal situat ion and is brought about because the Burlington loads more box­
cars to the  Pennsylvania than we load to them, and the Pennsylvania loads more 
gondolas to the Burlington than  they do to us. Additional ownership of boxcars 
by the Pennsylvania or gondolas by the Burlington would not  alte r or improve 
the situation.

One very fundamental objection to a per diem rate  in excess of the true cost 
of ownership is th at  it would add substantially to transportation  costs because 
of increasing empty car  mileage. The so-called per diem urge in periods of less 
than  peak demand for cars would cause railroads to send foreign cars home 
empty in order to save per diem payments, and at  the same time load thei r own 
cars off-line to earn per diem payment. This practice  would, and in the past 
always has, definitely increased empty car mileage and, in  turn, the overall costs 
of transportation . The most efficient wray to obtain maximum use of freight 
cars is to maximize loaded car  mileage and minimize empty car mileage. What 
is proposed in these bills would, in periods other than  peak requirements, lead to 
directly opposite results and would result in wasteful  transportat ion. The 
indus try urgently needs to improve its percentage of loaded car-miles to a tota l 
car-miles which can be accomplished only by a more efficient use  of the present  
car fleet. This in it self would, in my opinion, materia lly relieve any in termitten t 
car shortage situations. The artificial  standard  of fixing compensation for car 
hire, as provided in these bills, would be both inequitable and impracticable. It  
would result in unjus t enrichment of the few carrie rs tha t can best afford to buy 
cars, in a burdensome penalty on the carriers which cannot  afford to acquire or 
have no need for additional equipment, and in excessive empty car mileage to 
avoid penalty car-h ire costs in contravent ion of sound car service practices  which 
require the fullest use of the f reight car fleet.

The Chairman. Are there any questions by any members o f the 
committee?

If  not, thank you very much. We are pleased to have your pres­
entation.

Now, did  you identify all of the gentlemen who are with you for 
the record ?

Mr. Smucker. Mr. Richard Bongartz , general attorney of the Pe nn­
sylvania  Railroad, accompanies me.

The Chairman. Very well.

STA TEMENT OE HON. JON EL C. HI LL , PUB LIC  UT IL IT Y COMMIS­
SIONER , STA TE OF OREGON, SALEM, OREG.

Mr. H ill. Mr. Chairman. T am Jonel C. Hill, public u tility  com­
missioner of Oregon. I have filed mv statement. And I wish only to 
say in addition  th at we have been listening to the railroad's  argument 
back and forth,  and we think it is all the more imperative tha t the com­
mittee remember tha t the real point at issue is the needs of the shipper
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an d the rece ivers of fre ight.  They seem to be fo rgot ten some times in? 
these intermur al  bouts .

The Chairm an . Th ank you ve ry m uch , Mr. H ill .
I  believe you  a re a mem ber of  th e Pu bl ic  U ti li ty  Com mission  of t he  

St ate o f Oregon.
Mr . H ill . I am the comm issioner. We  do no t belie ve in  ha ving  

three-mem ber commissions.
Th e Chairm an . You are  th e commissioner, you have  one m ember  of 

the  comm ission ?
Mr. H ill . Th at  is corre ct, si r.
Th e C hairm an . Th an k you.
And  y ou r sta tem ent , Mr. Hill , wi ll be int rod uced in th e reco rd.
(The  sta tem ent  is as fol lows:)

Stateme nt  of I Ion. J onel C. H il l, P ub lic  Utili ty  Com mission er  of Oregon

My na me is  Jo ne l C. Hill . I am  th e pu bl ic  u ti li ty  co mm ission er  of Ore gon .. 
The  S ta te  of  Oregon  su pp ort s S. 1098 and si m il ar  Hou se  ve rs ions .

In  Apr il of  th is  year I ap pe ar ed  be fo re  th e Sen at e Co mmerce  Com m itt ee  in  
su pp or t of S. 1098. Our  fr e ig h t ca r sh ort ag e w as  acu te  th en , p a rt ic u la rl y  in  
wide-do or  ca rs . Since th a t tim e,  th e  wide-do or  ca r sh ort age has co nt in ue d and,,  
in ad di tion , we  ha ve  had  sh ort ag es  of comm on  bo xc ar s,  fl at ca rs , ch ip  ca rs , an d 
la rg e ca pac ity ca rs . The  sh ort ag e has  not  on ly co nt in ue d bu t has gr ow n wor se  
and  see ms  co ns ta nt .

As you well  know , th e tr end  of  th e  t o ta l fr e ig h t ca r fle et  lev el co ntinues  d own. 
F or ex am ple,  be tw ee n Ja n u a ry  1, 1950, and Ja n u a ry  1, 1965, th e  fle et  d ec lin ed  by 
a q u a rt e r mill ion ca rs . A no th er  4.000 ha ve  be en  lo st  th is  y ear as of  Aug us t 15.

Som e carr ie rs  ha ve  been  m ain ta in in g  th e ir  fle ets  w hi le  o th ers  ha ve  n ot . Am ong 
th os e th a t ha ve  are  th e ra il ro ads se rv in g Oregon . Non ethe less , Orego n su ffer s 
seve re  sh ort ag es  an d whe n in quir y in to  th e  re as on  is  mad e, th e  re sp on se  is  th a t 
th e ca rs  a re  off lin e an d not  re tu rn in g  home  pr om pt ly  en ou gh . As  lon g as  it  is 
mo re  pr of ita bl e to re n t ca rs  be long ing to  o th er ro ad s th an  it  is  to ac qu ire ow ne r­
sh ip  th e  n ational  c ar fleet w ill  c on tinu e to  d et eri o ra te .

Com pl icat ing th e si tu ati on  of  a dw in dling  c a r fle et and a gr ow in g econom y are  
th e fr eq uen tly  fo rg otten  ne ed s of  na ti ona l de fens e.  T he im pac t of a la rg e sc ale 
te m pora ry  m ov em en t s uc h as  l as t y e a r’s “O pe ra tion  D ese rt  S tr ik e” which  r es ult ed  
in  a seve re  sh ort ag e of  fl a tc a rs ; or th e  pre se n t long  te rm  si tu a ti on  of unt ol d 
nu m be rs  of  fr e ig h t cars  under  load  w ith  m il it a ry  su pp lie s fo r V ie tn am  re ve al s 
st ra in s in im ic al  t o th e ne ed s of  t h is  N at io n. So te nu ous is  t he  N ation’s c a r su pp ly  
th a t mov em en ts su ch  as  th es e,  re la ti vely  sm al l by m ajo r w ar st andard s,  ca nn ot  
be ac co m mod ated  w ithout i n ju ry  t o o th er sh ip pe rs .

A rem ed y m us t be foun d an d it  ca nnot lo ng er  be le ft  to  th e  r ai lr oads,  th ey  ha ve  
fo rm ed  th e ir  co mm itt ee s in th e past , w ith  th e ir  ef fo rt s e it her te nqxi ra ry  or  no n­
av ai ling . Nor  ca n th e sh ort ag e lo ng er  be  le ft  to  th e  is su an ce  of  se rv ice ord er s 
by th e In te rs ta te  Co mm erc e Co mmiss ion.  Th e ICC  car o rd er of  la s t we ek is 
fine and  is  ap pr ec ia te d,  but su ch  ac tion  is  a t be st  te m po ra ry  an d on ly  part ly  
eff ec tiv e. Also , as  th e  Sen at e Com m it te e on Co mm erc e has  fo un d,  sche mes  to  
su bs id ize th e  co ns truc tion  of  ne w cars  fo r ra il ro ads or  to  bu ild an d leas e new  
cars  to  ra il ro ads shou ld  no t be co ns id er ed  so long  a s o th er m et ho ds  a re  av ai la bl e.

An  in ce nt iv e is ne ed ed  to  m ak e c a r ow ne rs hi p de si ra bl e by al l ra il ro ads.  
S. 1098 pr ov id es  t he  inc en tive . T he  I n te rs ta te  C om merc e Co mm iss ion  is  p re se ntly  
en ga ge d in  a  car se rv ice in ves tiga tion, E x  pa rt e 2}1 , to  di sc ov er  w hat ad dit io nal  
ru le s th ey  m ig ht  pr es cr ib e to  a ll ev ia te  th e ch ro ni c sh or ta ge s.  T his  ty pe  of  bil l, 
S. 1098. ca n pr ov id e th em  w ith  a ne ed ed  too l, beyond  th e ir  pre se nt abi li ty  to do 
by ru le  o r regu la tion .

I th in k  it  im port an t to  n ote  t h a t p ri o r ob ject ions  to S. 1098 hav e lo st  th e ir  m er it  
in vie w of  th e e la bora te  sa fe guard s ag ai nst  un du e in ju ry  to an y ra il ro ad  which  
a re  pr es en t in sect ion 1( 14 ) (a ) of  th e In te rs ta te  Co mmerce  Ac t an d in th e  bil l 
it se lf . Se cti on  1( 14 ) (a ) pro vi de s fo r a hea ri ng  an d.  o f co ur se , fin al Co mm is­
sio n ac tion  is  su bj ec t to  ju d ic ia l revi ew . The  bi ll  has  be en  am en de d to  al lo w
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th e  ICC to  m ak e in ce nt iv e el em en ts  in ap pl ic ab le  to  ca rr ie rs  fo un d to  ow n an  
ad equate  fleet,  or  to  pre do m in at el y te rm in ati ng  carr ie rs , o r to  ty pe s of fr ei ght 
ca rs  in adeq uat e supp ly  an d to  suc li o th er ca se s as  th e  Co mmiss ion fin ds  to  be 
in th e pu bl ic  in te re st . Ther e is  no re as on  to  fe a r m ala dm in is tr a ti on  by th e 
ICC fo r th ey  d ai ly  h an dle  m att ers  o f com plex ity .

T he  b ru n t of  c a r sh or ta ges  has  of te n fa ll en  on Or egon . W e are  an  o ri g in a ti ng  
S ta te , lo ad in g th re e  to  fo ur tim es  as m an y cars  as  w e te rm in ate . W e a re  
lo ca te d a t th e  en d of  th e ca r su pp ly  “p ip el in e”  an d all  too  of te n th os e cars  
a rr iv e  in  insu ff ic ient  vo lume to  mee t o ur needs.

Effec ts  of  sh ort age on a lu m be r or  plyw ood sh ip per  a re  of te n d ra st ic , th e  
se qu en ce  of  ev en ts  an d im pa ct s usu al ly  fo llo ws th is  co ur se . P ro ducts  th a t 
ca nnot be  sh ip pe d go in to  st ora ge an d th e ad de d han dling  in cr ea se s co sts. 
S to ra ge  ca pa ci ty  nears  th e po in t o f ex ha ust io n an d pr od uc tion  is  c urt a il ed , ag ai n 
addin g to  th e  u n it  co st  of  pr od uc tion . S to ra ge  sp ac e is fill ed an d th e  mill  sh u ts  
do wn w ith  em ploy ee s fo rc ed  ou t of  w or k whi le  cu st om er s look to  su b sti tu te  
build in g m at eri a ls .

The  pr ob lem is  se ve re  an d ve ry  ve ry  re al  to  th e me n a t th e  mill s. Let  me  
qu ot e fr om  co m m un icat io ns  I re ce ived  in  th e la s t we ek. R. J . Hog ue  of  th e  
M ed fo rd  Co rp,  sa ys:

“Seem s like th is  is  an  an nual  si tu a ti on  w it h  dec re as in g nu m be rs  of  box ca rs  
on  th e  ra il ro a d  sy stem  ge ne ra lly . T here  a re n ’t en ou gh  cars  to  go ar ou nd, co n­
se que ntly  we pr od uc er s wh o ne ed  ra il ro a d  cars  to  sh ip  our pro duct s to  m ark et 
do n’t hav e ca rs  to  pro vi de  th a t se rv ice . We lose  cu stom er s to  som e of  o u r 
co m pe ti to rs  in  o th er a re as  wh o a re  clos er  to  cu st om er s an d a re  ab le  to  tr uck  
to  m ar ket,  w he re  in  m os t ca se s we  a re  no t. W e eit her sh u t down  our oper at io n  
and pu t pe op le  out of  wor k or bu ild  in ve nt or ie s,  if  we  hav e spa ce . T his  year 
is  th e  w ors t we ha ve  see n. T hi s week we ha ve  rece ived  ap pro xim at el y 50 
per ce nt of  th e  ca rs  we ne ed  to  sh ip  o u r pr od uc ts . Tod ay  (S ep te m be r 30) we  
ne ed  e ig h t ca rs  to  m ain ta in  ply wo od  pr od uct io n an d ha ve  rece ived  two. which  
is  on ly  25 pe rc en t. T his  m on th  we  ha ve  lo st  a to ta l o f  5 w or ki ng  da ys , which  
is ap pro xim at el y  on e- fo ur th  of  ou r work m on th  in our lu m be r sh ip pi ng  dep a rt ­
men t, be ca us e ca rs  w er e not  av ai la ble  an d in  th os e ca se s we had  to  send  our 
p ro duct io n  peo ple ho me s o t hey  w er e o u t o f w ork.

“T his  oa r si tu a ti on  no t on ly  af fe ct s th e  co m pa ny ’s fina nc ia l po si tio n bu t al so  
af fe ct s th e  em ploy ee  by fo rc in g us to  te m pora ri ly  dis co ntinue his  em ploy men t. 
W e fe el  th a t S. 1008 could , if  op er at ed  pr op er ly , he lp  to  g ra dual ly  so lve th e 
su pp ly  prob lem. In  ca se  of in te rn a ti ona l co nf lic t th is  N at io n wo uld be  in  sa d 
sh ap e as f a r  as  r a il  tr an sp o rt a ti on  i s co nc er ne d. ”

The  F ore st  Pro du ct s Sal es  Co., has  tw o m il ls  in C or va ll is  an d one in  Al bany . 
The y ca lle d to  sa y :

“T he  bo xca r sh ort ag e has  ham pe re d our  sh ip m en ts  fo r th e  p a s t fe w  mon th s 
and  has de lay ed  sh ip m en ts  to  th e ex te n t th a t in  some ca se s pr ic e ad ju st m ent 
on our pr oduct  had  to  be  mad e.  To  sh ip  our  pro duct we  hav e tr uck ed  to  o th er 
ra il  he ad s in  th e a re a  w he re  box ca rs  w er e so m et im es  av ai la bl e.  W he n bo xc ar s 
a re  av ai la ble  mos t of them  hav e 6-foot  openin gs: some of  our cu stom er s in th e 
E ast will  no t ac ce pt  th is  tyi>e e qu ip m en t T h is  also , from  tim e to  tim e, de pe nd ­
in g on  m ark et co nd iti on s,  w a rr a n ts  a doll ar  or  tw o dec re as e in  m ar ket  pr ic e 
to  get  t he  cu stom er  to  ta k e  a 6- foot  doo r.”

W ey er hae use r T im be r Co., de sc ribe s th e si tu a ti on  a t th e ir  m ill s in  Sp rin gf iel d, 
C ottag e Grove, an d N or th  Be nd  b y sa yi ng  t h a t th ey  :

“A re  ex pe rien ci ng  co nt in ui ng car sh ort ag e pro ble m s:  part ic u la rl y  in  do ub le­
do or  cars  fo r ply wo od  loa ding . The se  th re e  mil ls  had  a to ta l of  61 or de rs  past  
due fo r sh ip m en t on  ac co un t of  lack  of  ca rs  fo r th e week of  Se pt em be r 25.”

H er e is ano th er ex am pl e of  f or ce d st ora ge du e to  la ck  of  ea rs . T his  co mmen t 
co nc er ns  th re e  m ill s of  U.S.  Plyw oo d Cori )., lo ca te d a t Ro sebu rg , M ap le ton,  an d 
Ree ds po rt .

We “h av e 10 mill io n fe et  of  ply wo od  ba ck ed  up  in  our w ar eh ou se  as  a re su lt  
of  in ad eq uate  ra il  c a r supp ly . We a re  ru nnin g  5 to  7 day s be hind  in  our sh ip ­
m en ts . B ox ca rs  a re  no t th e  on ly  ty pe of  ca r th a t is  sh o rt  e it her— we  are  al so  
n o t get ting  en ou gh  fl at ca rs  to  han dle  our lu m be r sh ip m en ts . W e a re  ru nnin g 
o u t of  w ar eh ous e sp ac e. ”

The  Ros eb ur g an d Ree ds po rt  m ill s a re  in de ed  fa ce d w ith im m in en t sh ut do wn 
ac co rd in g to  th e ir  m an ag er s.
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The description of shortage impact continues with the following comments from Mr. Wm. Forrest, of Forrest Industr ies a t White C ity :
“I am addressing this to you in regard to car shortage problems in our plant in southwest Oregon. The week of September 27 a t our plant  a t White City the shortage has been really severe. Our presen t shipping is on a basis of five cars per day. As of September 27, 28, and 29 we had received 10 cars. On September 30 we had received one car. By telephone, pleading, etc., we received three additiona l cars. However, we were short the 4 days by six cars. This is a specific example of our daily problems.
“In addition, the cars we received were not of the type we require. We do accept and load single and narrow-door ca rs when our customers request  wide- door cars. Expense to us is approximately $40 per car  in loading, and I am sure equally expensive to our customers. In fact, we have been charged as high as $125 by our customers on unloading.
Innumerable statements of simila r dram atic candor could be entered in the record but I believe those quoted show the reali ty of the burden resting on shippers and thei r employees. We ask your aid in permanently relieving that  burden, by passing out the only significant legislation to stimulate car construc­tion tha t can be achieved before recess.
Thank you.
The C hairm an . An d y ou r support, o f S . 1098 wil l be  kept  in  mind.
Mr. H ill. E ithe r S. 1098 o r r elated  bil ls. We  would be h ap py  w ith  

a prag matic  solu tion .
The Chairm an . An d you are  pa rt icul ar ly  intere ste d in the  wide-  

door car  shortag e.
Mr. H ill . An d flatcars .
The Chairm an . Flatca rs?
Mr. H ill. Yes, sir.
The C hairm an . I observed th at  in  you r state ment.
An d we th an k you fo r your  ap peara nce here, an d the in form at ion 

you h ave  give n us  on th is  subject.
Mr. Wa tson.
Mr. W atson. Mr.  Ch air man , ma y I  m ake  one comm ent?  I  am cer ­

ta inly symp ath eti c wi th yo ur  pl ight . Th is is an  unusua l sit ua tio n 
where we hav e sh ipp ers  or  cus tom ers  who are loo kin g fo r somebody 
to  hand le frei gh t fo r them,  an d they  can’t ge t any one to ha nd le it. 
Facet iou sly , if  you an d I  can  w ork ou t some bas is upon wh ich  we can  
set up  a neg lec ted  sh ippe rs’ ra il ro ad , then  pe rhap s we can  solve the  
situa tion. Let  the oth ers  argu e bac k and fo rth,  an d you  and I will 
take care of the business. But  we are sy mp ath etic.

Mr. H ill . Tha nk  you v ery  mu ch.
Th e Chairman . Tha nk  you.

STATEMENT 0E OLIVER LEE STEWART, EXECUTIVE SECRETARY
AND TRAFFIC OFFICER, SOUTHWEST OREGON SHIPPERS’ TRAFFIC
ASSOCIATION, INC.

Mr.  Stewart. Mr . Ch ai rm an  and mem bers  of  the committ ee, my 
nam e is Oliver  Lee  S tew art. I  am executiv e secr eta ry and tra ffic m an ­
ag er  o f Sou thw est  Ore gon  Sh ip pe rs ’ T raffic A ssociat ion.  I  rep res ent 
32 members’ prod ucts,  plywood an d p ap erbo ard mi lls  in 19 countrie s in 
sou thw est  O regon.

I  passed  out m y s tat em en t to  the c lerk. I  th in k you hav e it  in  the re. 
I  would like  it to  be enter ed.
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The Chairman. We have a copy of your statement, sir. And it 
will be included in the record.

(The statement referred to fol lows:)
Statement op Olives Lee Stewart, E xecutive Secretary and T raffic Manager 

of Southwest Oregon Shipper s’ Traffic Association, I nc.
Mr. Cha irma n and  members of the committee , my name is Oliver  Lee Stew art. 

I am executive secreta ry and traffic man ager of Southwest Oregon Shippers’ 
Traffic xVssociatiou, Inc., which  has its  office a t 415 Pacific Building, lioseb urg, 
Oreg.

Southwest Oregon Shippers’ Traffic  Association, Inc., is a nonprofit organiza tion  
owned and operated by forest  products ma nufac turers  located and  doing business 
in six count ies of the  ter rit ory known as southwest Oregon, and  served by only 
one rai lroad,  the  Southern  Pacific Co. The purpose of our  assoc iation is to 
promote the install atio n, development, and improvement of all tra nsp ort ation  
fac ilit ies  which  are, or can be located with in, or are  ava ilab le to southwest 
Oregon, and to provide a fre igh t traffic  counseling service to i ts members. We are  
governed by a board of d irec tors  chosen year ly from the membership  and  meeting 
month ly. Our income is derived from dues assessed by the  board of direc tors.

My t ran spo rta tion background consists of 16 years  in the posit ion of i ndu str ial  
traffic m anager, includ ing 6 yea rs in present position .

Approximately  90 percent of my work ing time is devoted to  the  m att er  of car  
supply and car shor tages. Our m ills produce a ll var iet ies  of for est  prod ucts  such 
as plywood, par tic le board, wood chips, and  lumber of all sizes. Approxima tely 
96 percent of our  en tire prod uctio n moves via ra il fre igh t cars . In  the  year
1964, our mills shipped 36,847 rai l car  loads of fre igh t Out of the  S tate of Oregon. 
And if the car  supply  is ava ilab le we will ship many  more than  this  in the  y ear
1965.

Historically , Oregon is noted for its  continuous ra il ca r shortages,  especia lly 
the  area  served by only one rai lroad.  Alany reaso ns are given for  these  sho rt­
ages such as (1) Oregon orig inates more car s of f reight tha n is ter minated ; (2) 
Oregon is located so f ar  from the terminat ing  areas, the  interm ediate  a reas  get 
firs t choice of empty cars heading we stw ard ; (3) the  eas tern rai lroads  will not 
re turn  ca rs wes tward to the  ow ne rs; (4) too many specia l car s being bui lt th at  
can only be used by one pa rti cu lar commodity shippe r. I am sure everyone on 
thi s comm ittee has  hea rd all  these reasons  and  many add itional  ones. Bu t the  
simple fact  is the re ju st  a re  n ot enough ra il fre igh t car s to adeq uate ly serve  o ur 
pre sen t and ever-growing nat ional ra il shipping industr ies.  I am cer tain  t ha t all 
the  many  sta tis tic s will be presented showing decline of the  nat ion al ra il car 
fle et ; the refore  I will refra in  f rom inclu ding them in my testimony.

The national  supply  of box and flat  car s has  been greatly aggravated by the  
many shipping changes forced  upon our  indust ry by our  buyers  and  by our com­
peti tors . In  past years we would load any  type of freig ht ca r availa ble, whereas  
we m ust now have wide-door boxes, long f lats, and  large cubic reg ula r boxcars in 
ord er to meet our buyers  demands.

Our mills  order the  type of ca r requested by the  buyer , and to fit our  orders, 
bu t in most instances they are forced to accept subs titu tions, result ing  in a  price 
concession or an  unloading charge which is pricing us out  of cer tain markets . 
We ju st  can’t remain in business  unless someth ing is done to alle via te this 
situatio n.

Alany areas thro ughout  th e United Sta tes  experience car  shortages  only during 
peak  grain-sh ipping periods  and  heavier  t ha n usual milita ry movements, but  we 
in southwe st Oregon exper ience these sho rtag es each and every day ohr  mills 
operate. We have many days when it is necessary to send our  loading crews 
home because we have  no cars to lo ad ; and  this , in many instances, forces our 
mills  to  cut back on production because  if  we can’t ship, we have  no place to  store 
the  production th at  i s not shipped for  lack of cars, and  we must ship in order to 
obta in ope rating capital.

When we cut back  production, it  au tom atic ally  inc reases our  per -thousand-foot 
cost accordingly. Our prod ucts  are not  worth any thing if we cann ot ship  them 
to our  buyers . This presents anoth er serious problem in th at  we are usua lly 
booked up on a 3- to 4-week sh ipping schedule. Th at is, we ta ke  orders today for 
shipment in 3 or 4 weeks from date order is placed. If  we do not have sufficient
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cars  to  sh ip  ou r o rd er s oil sche du le,  we a re  fo rc ed  to  stop  ta lk in g  ad dit io nal o r­
de rs , an d man y tim es  th e  bu ye rs  ca nc el  th e ord er s no t sh ip pe d on sche du le . In  
ad di tion  to  th es e pr ob le m s is th e  ev er -p re se nt  po ss ib il ity our m ar ket  pr ic es  w ill  
dr op  duri ng th e  tim e th e ord er is plac ed  an d whe n it  is sh ippe d.  I f  so , th e  b uy er s 
ca nc el and rep la ce  t h e  o rd er s a t th e lower  pr ice s.

We  ha ve  tr ie d  to  ta ke  advan ta ge of  ev ery so lu tion  we  fe lt  wou ld  im pr ov e th e 
■car s up ply in ou r ar ea. We ha ve  worke d clos ely w ith  th e AA R and  th e ICC on 
car se rv ice o rd e rs ; w e lo ad  ev er y pie ce  of  m ate ri a l po ss ib le in  th e care  w e do  g et,  
a n d  th is  has  g re at ly  in cr ea se d th e ra il ro ads re ve nu es  a nd lessen ed  t he ir  o j>e rati ng 
co sts . We lo ad  on S atu rd ay  a t tim e- an d- on e- ha lf  w ag es  whe n ca rs  are  av ai la ble . 
We ro ute  ou r fr e ig h t vi a th e  lin es  we feel a re  do ing th e  be st  job in  buildin g new  
cars  and up gr ad in g th e  old  ones.  T hi s sh ou ld  cert a in ly  he lp  them  bu ild an d 
upgra de m ore ca rs .

We ha ve  wor ke d w ith  ou r Co ng res sm en , th e  In te rs ta te  Co mm erc e Co mm is­
sio n, th e  Assoc ia tio n of  Amer ican  R ai lroad s,  and an yo ne  we  fe lt  co uld he lp  th e 
si tu at io n . Man y hear in gs an d in ve st ig at io ns  ha ve  been  c on du cted  on th is  m att e r 
of  ca r supp ly , and it  has  prob ab ly  been st ud ie d more th an  an y o th er prob lem in 
th e Uni ted S ta te s,  a ll  re su lt in g  in  th e  ag re em en t th a t we  do ha ve  a prob lem, but 
ve ry  l it tl e  h as  been do ne  to  solv e o r al le via te  t h is  pro blem .

We su pp or te d Sen at e bil l 1098, an d I am  he re  in th e beh al f of  our mem be r 
m il ls  to  su pp ort  H.R . 7165 and an y re la te d  bi lls  th a t a re  aim ed  a t so lv ing th is  
ve ry  s er io us  c ar -s up pl y pro blem .

In  rece nt  ye ar s,  th e ca r- bu ildi ng  s ta ti st ic s will  show  th a t th e  ra il ro ads se rv in g 
th e  Pa cif ic N or th w es t ha ve  been  fo re m os t in bu ildi ng  new eq ui pm en t an d up ­
gra din g ol de r eq uipm en t. Acc ording  to st a ti s ti c s  our office co mpl ies  sh ow ing 
ow ne rshi p cars  sp ot te d fo r lo ad in g a t our mill s, on ly  9 ra il ro ads—th e So ut he rn  
Pacif ic,  Un ion  Pacif ic,  G re at  N or th er n,  N ort hern  Pa cif ic,  M isso ur i Pa cif ic,  Ro ck 
Is la nd , Milw au ke e, Bur ling to n,  an d th e  Cot to n B el t—ow n 74 pe rc en t of  al l th e 
ra il  ca rs  we  load . Th ese so -call ed  w es te rn  line s co nt in uo us ly  cl aim  th ey  wo uld  
have no sh or ta ge s if  th eir  ow n eq ui pm en t wer e mor e qu ickl y re tu rn ed  to  them . 
T his  br in gs  us to th e  qu es tion  of  how to  ge t th e  cars  ba ck  to th e  ow ne rs .

We feel  th a t in cr ea se d per  diem  fo r use  of.  and pen al ty  per  diem  fo r un ne ce s­
sa ry  ho ld ing of  ca rs  wou ld cert a in ly  hel p re tu rn  th es e cars  an d in te re st  mo re  
line s in bu ildi ng  mo re  ca rs . E ve ry tim e th is  m att e r has  been bro ug ht up  in the 
Co ng ress of  th e  U ni ted S ta te s,  or  be fo re  on e of  it s su bc om mitt ee s, a la rg e grou p 
o f th e  ra il ro ads prom ise to  w or k it  ou t am on g them se lves . The y cl ai m  they  can 
so lve th is  prob lem  on th e ir  ow n w ithout re gula to ry  in te rf er en ce . Th ey  cla im  
th e ir  car se rv ice or de rs  w ill  he lp  so lve th e prob lem. Gen tle men , th is  has  no t 
oc cu rred , no r is  it  lik ely  to  oc cu r. T he  ra il ro ads ca nnot re ac h ev en  a 50-per - 
ce nt  ag re em en t am on g them se lv es  as  to  per  die m ra te s,  a s will  c ert a in ly  be prov en  
in  th is  he ar in g.  T he  la s t per  diem  ag re em en t am on g th e  AA R ac tu ally  redu ce d 
da ily re n ta l ch ar ge s on 68.4 per ce nt  of th e ca rs  fa ll in g  unde r th es e ch ar ge s,  whi le 
pe r die m on 23.8 pe rc en t of  th es e ca rs  w as  in cr ea se d on ly  70 ce nt s per  da y.  I 
ca nn ot  see w hy  an y ra il ro a d  wo uld w ill in gl y re n t th e ir  ca rs  fo r su ch  low  pe r 
die m ra te s,  n or  w ould I bu ild cars  i f I co uld re n t them  f or such  low fe es .

W hen we  co mplain  to  th e IC C and  AAR ab ou t ca r sh ort ag es  on  th e Sou th er n 
Pacif ic,  we  a re  in var ia bly  in fo rm ed  th a t th e  sh ort ag e is  nati onal an d th e Sou th ­
ern  Pa cif ic has a hi gher  pe rc en ta ge of  th e ir  comp an y-ow ne d eq ui pm en t on lin e 
th an  an y oth er w es te rn  ra il ro ad . T his  do es n’t mea n a th in g  to  ou r mill s th a t 
ha ve  no cars  in  which  to  sh ip  our  or de rs . Also, it  is  no t a  ve ry  ac cura te  yard ­
st ick , inas m uc h as  it  in cl ud es  th e ca rs  th a t a re  w ai ti ng  to  be br id ge d to oth er  
lin es , an d t he  loa de d cars  e n ro ut e to  d es tinat io n, an d thos e aw ait in g  u nloa d.  We 
st il l ha ve  th e  sh or tage .

We sinc er ely feel  th a t,  unl es s so m et hi ng  is do ne  im m ed ia te ly  to  so lve th is  car 
supp ly  p robl em , m an y of  our m il ls  w ill  no t be ab le  t o oper at e in  th e ir  com pe tit ive 
fie ld ag ain st  thos e mill s th a t en jo y mu ch  be tt e r ca r su pp ly  th an  we  in  so ut hw es t 
Oregon . W e m us t ha ve  he lp.  W e ne ed  mor e fr e ig h t ca rs .

We real ize you ge nt le m en  a re  in te re st ed  in ac tu a li ti es and fa ct s,  bu t ca r 
sh ort ag es  ar e  ve ry  h a rd  to  pr ov e an d su bsta n ti a te  by us in g th e  pre se nt metho ds  
av ai la bl e to  th e re gula to ry  bo dies  su ch  as  th e AA R an d ICC in ve st ig at or s.  Our  
m il ls  or de r a cert a in  n um ber  o f fr e ig h t cars  pe r day  fo r lo ad in g on a  fu tu re  d a te ; 
as  th es e or de rs  are  filled,  th e  c a r num be r is su pp os ed ly  fill ed  in  on th e ord er  
ac co rd ingly.  I f  an  ord er  is no t fil led  it becom es a ba ck  or de r.  W he n ou r mill s
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pile up a cer tain number of back orders, they  simply stop orde ring  cars, or they  
even tual ly cancel those back orde rs as being unfilled. This  makes the  ca r-supp ly 
pic ture  look more favorable than it  really is. We contend we would ship  many 
more car s of fre igh t if all  our  orders were filled on time as ordered.

For  the pa st 6 years, our  mills have furn ished our office with  a weekly rep ort  
showing cars orde red and cars supplied by num ber and type. This  report shows a 
continuous  box and  flat ca r shor tage  as shown in exh ibi t A, but does n ot tell  the 
rea l story as explained above; so we are now using  a diffe rent  method.

Since o ur forest prod ucts  mil ls now operate  on a stea dy daily  basis, we are able 
to dete rmine the  daily ca r requirements  according  to past performance. For  in­
stance, if a m ill i s loading 10 ca rs per day, 5 days  a  week, he should have orde red 
and  been supplied 50 cars per week. This method is fa r more acc ura te and  
indicate s a greater  shor tage  tha n the  older  method, as indicated in exh ibit  B, 
att ach ed to my s tatemen t. I show records from only 10 mills  because they  were 
the  firs t to furnish thi s info rmation  which was readily  available.

We sincerely feel th at  H.R. 7105, and rela ted  bills  offer the  faste st and best 
ava ilab le solution to be tte r util iza tion  of present rai l car fleet, and encourage 
all  ra ilro ads to build  more fre igh t ca rs.

In  closing, I wish to express our  sincere appreciation  to the members of thi s 
committee for  having given us the  opportun ity to be h ear d and for your int ere st 
in our  problems re lat ing  to rail  car supply.

So u t h w est  Oregon S h ip p e r s ’ T ra ff ic  A sso cia tio n , I n c ., R oseb ur g, Oreg .

M EM BE RS HI P

1. Bu rri ll Lumber  Co., Pos t Office Box 227, Medford, Oreg.
2. Caveman Lumber Co., Post Office Box 1049, Gra nts  Pass, Oreg.
3. Cone Lumber Co., Goshen. Oreg.
4. Double Dee Lumber Co., Pos t Office Box 517, Central Point, Oreg.
5. Douglas F ir  Plywood. P ost Office Box 415, Coquille, Oreg.
6. Drain  Plywood, Pos t Office Box 98, Dra in, Oreg.
7. Evans P roducts, Pos t Office Box 1069, Winchester , Oreg.
8. Fo rre st Ind ust ries, Inc., Post Office Box 78, Di llard, Oreg.
9. Fo rre st Indu stri es, Inc., W hite  City, Oreg.

10. Fi r Plywood, Inc., Pos t Office Box 2398, White City, Oreg.
11. Green Valley Lumber Co., Post Office Box 267, Myrtle Creek, Oreg.
12. Keller Lu mber  Co., 4418 NE. Kel ler Road, Roseburg, Oreg.
13. K. & S. Cut Stock Co., Dillard, Oreg.
14. L. & H. Lumber Co., Post  Office Box 505, Sutherlin,  Oreg.
15. Martin  Bros. Container & Timber P roducts, Oakland, Oreg.
16. Menasha Plywood, Post  Office Box 349, North Bend, Oreg.
17. Mt. Baldy Lumber  Co., Post Office Box 398, Yoncalla, Oreg.
I S. Murphy Creek Lumber  Co., 6890 Will iams  Highway, Gra nts  Pass, Oreg.
19. Nat ional Plywood, Inc ., Post Office Box 1225, Roseburg, Oreg.
20. Nordic Plywood, Post Office Box 746, S utherlin,  Oreg.
21. Oregon Veneer, Inc., P ost  Office Box 2398, White  City, Oreg.
22. Pat il B. Hu lt Lumber Co., Post Office Box 246. Dill ard,  Oreg.
23. Roseburg Lumber Co., Post Office Box 1088, Roseburg, Oreg.
24. Round Pra iri e Lumber Co., Post Office Box 195, Dil lard , Oreg.
25. S. H. & W. Lumber Co.. Pos t Office Box 310, Grants  Pass,  Oreg.
26. Smith River Lumber Co., Po st Office Box 42, Dra in, Oreg.
27. Spald ing & Son, Inc., Pos t Office Box 438, Gran ts Pass, Oreg.
28. Sun S tuds, Inc., Post  Office 789, Roseburg, Oreg.
29. Table Rock Lum ber Co., Post Office Box 517, Central Point, Oreg.
30. Vancouver Plywood Corp., Post Office Box 931, Gran ts Pass, Oreg.
31. White Ci ty Plywood, Inc. , Po st Office Box 2399, Whit e City, Oreg.
32. Winema Lum ber Co., Post  Office Box 88, Chemult , Oreg.

E x h ib it  A
The following sta tis tic s are compiled from  reports subm itted  by the  same 17 

mills during period 1962-65. These  reports are subm itted weekly by each mill. 
They a re  recorded and compiled weekly, monthly,  and y ea rly:
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Exh ibit B

Actual Boxcar Shortages at 10 SOSTA Mill s, W eek of September 7-10. 1965
This was  a 4-day week because of Labor Hay, and the  ca r supply should  

have been bet ter  tha n usual  because the  Southern  Pacific had an ex tra  day in 
which  to build  up  and supply empties.

Nam e and location of mill

Roseburg L umber  Co., Dil lard.............. ................................. .
Forrest  Indus tries, Inc. , D il la rd ,...................... ..................... .
Forrest Industr ies,  Inc. , White Ci ty_________________ ___
Menasha Plywood Co., Nor th Bend (Thi s mill shipped via 

truck a nd water in lieu ol boxcars at an increased freight and
sales cos t)_________________________ ___________ ____

Oregon Veneer, Inc. , White C ity ......... .......................... .............
White C ity  Plywood, White ci ty........................................... .
Burrill Lum ber  Co., White C ity _________ ______________
Mart in Bros., Oakland, (This mill had 39 back orders )............
Nord ic Plywood Co., Suther lin....................................... ...........
Vancouver Plywood, Gra nts P a ss ,. ................... ............. .........

T o ta l, ,____ ________ _____
Percentage supplied  against needed

Boxcars 
ordered and 

needed

Cars received 
and shipped

120 69
35 19
28 15

20 10
25 13
16 8
16 9

i 40 i 25
20 15
50 27

370 210
56

Short

51
16
13

10
12
8

15
5

23

160

1 Loaded  Saturday.
N ote.—All these mills had greater  tha n usua l order files and back orders for boxcars due to the  severe car shortage in August. However, these figures are  based on the  regular loading abil ity providing cars had  been furnished as ordered.

Mr. S tewart. And regardless of wliat Mr. Perlman or anyone else 
says about this grain, and so forth , I want you to know tha t my ex­
hibits show tha t we do have a shortage out in Oregon. And if Mr. 
Perlman has 10,000 or 8,000 boxcars that  he wants to get rid of, then 
it appears  that somebody is not doing their  job, because we need those 
cars.

The Chairman. Thank you, Mr. Stewart.
Mr. Younger.
Mr. Younger. May 1 ask one question, Mr. Chairman?
The Chairman. Yes.
Mr. Y hunger. Is it true that  some shipments are routed to the m ar­

ket, and then you sell it in transit ?
Mr. Stewart. I would say that there are some cases. But none 

of my mills are what you call trans it shippers. We sell our product 
first because we like to know what we are going to get for it. I think 
if you will check with the ICC it will show th at our transi t shipping 
in lumber and plywood is practically nil any more, it is going out 
more and more every year. There are some instances where a mill has 
no order when it will ship a few cars hoping that  they will be sold 
en route.

But this goes back many years. What brought this on was the in­
ability  of the ra ilroads to supply cars. Because we might have some­
thin g in June, and we didn 't think  we would have any cars in Julv . 
so we would ship it in June.

Mr. Y ounger. But tha t is history?
Mr. Stewart. That  is history.
The Chairman. Thank  you very much.
Air. Stewart. Thank you.
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The Chairm an . We have , I  th ink,  three  oth er prese nta tions  and  
the hour  is g et ting  late . 1 th ink under the  circums tances the ap pr o­
pr ia te  th in g to do would be to come back tom orrow af ternoo n at  2 
o’clock.

(W hereu pon, at  4:35 p .m. the  committee ad jou rne d, to reconvene a t 
2 p.m. Thu rsda y,  October 7,1965.)
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TH U R SD A Y , OC TO BE R 7,  19 65

H ouse  of R ep res en ta ti ves ,
C om m it te e on  I nt er st at e an d F or eign  C om mer ce ,

Waski ng tonD .C.
Th e com mit tee met  a t 2 p.m., pu rsua nt  to  recess, in  room  2123, Ray ­

bu rn  H ouse Office B ui lding , Ho n. Oren  H arr is  (cha irm an ) pres iding .
Th e C h a ir m a n . We ar e go ing to  proceed.
Th e fir st witnesses—I  suppos e you  are ap pe ar in g toge ther—Mr. 

La mprec ht  a nd  M r. W ate rm an . I  u nd er stan d they  a re no t here a t t he  
presen t time. Is  Mr . Bu rks here? Mr . Bur ks  is pr es id en t of  the 
Am eri can S ho rt  Line R ai lro ad  Associatio n.

Gl ad  to see you again . Welcome bac k to  the commit tee.

STATEMENT OF CARROLL P. BURKS, PRESIDENT, THE AMERICAN 
SHORT LINE  RAILROAD ASSOCIATION

Mr. B u r k s . Tha nk  you, M r. Ch airma n.
Mr. Ch airm an  an d mem bers  of  the com mit tee,  my name  is Ca rro ll 

P. Bu rks. I  am pres iden t o f t he  Ame rican S hort  Line Rai lroa d A sso ­
cia tio n an d hav e been engag ed in the ra il ro ad  t ra nsp ort at io n i nd us try 
fo r 35 yea rs. In  a major ity  of  these yea rs, I  have been  occ upied in  
op erati ng -su perv iso ry  pos itions,  or  in  managem ent of  bo th  class I  
an d class I I  r ail roads.

Th e Am eri can Sh or t Line  Ra ilr oa d is a vo lu nt ar y,  no np ro fit  or ­
ganiza tio n com prised  of  248 mem ber  lines loc ate d th ro ug ho ut  the 
Uni ted St ates  and consists of  class  I  an d class I I  ra il ro ad s in  bo th  
ro ad  hau l an d sw itc hin g categories.

A t ou r last  annual meetin g he ld in Mi lwaukee, W is. , th e me mb er­
sh ip voted  unanimously  on Septe mb er 29, 1965, to  oppose an y leg is­
la tio n giving  the  Int er st at e Commerce Com mission  p ow er  to pre scr ibe  
pe na lty  pe r diem  ra tes fo r use of  fr ei gh t car s. To da y I  am,  th er e­
fore, represen tin g ou r memb ership  in  opposit ion  to  IT.R.  7165 and 
re la ted b ills , a nd  to  S. 1098.

Much test imony wa s given in hea rin gs  con ducted by t he  Senate  Co m­
merce Comm ittee ea rli er  th is year,  and before ot he r Con gresses in 
previou s years  on th is leg islation. A number of  we ste rn ra ilroa ds , 
alo ng  with  th e gr ain indu st ry  an d the plywood in du st ry  have  sup­
po rte d th e bil l, while a numb er of  e ast ern  ra ilr oa ds  and the sh or t line  
ra ilr oa ds  have  opposed it. On  t he  opposit ion 's side , we have  e ndeav ­
ore d to  pro ve th at  incr eased car ren ta l rat es  will no t serve as an in­
cen tive  to  bu ild  mo re ca rs ; th at  85 percen t of  ou r Nat ion’s class  I 
ca rri er s me rely exc han ge pe r diem do lla rs on an  ap prox im ate even 

191
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basis, and that  a majori ty of those roads benefiting by per diem rate 
increases would be essentially coal and ore hauling railroads. This, of 
course, does not enhance the boxcar supply wherein the majori ty of 
shortages exist.

While we in opposition to this legislation certainly recognize that car 
shortages do exist, we certainly disagree that low car rental rates 
are responsible. The decline in car ownership began with the end of 
World W ar II  when railroad profits were reduced in propor tion with 
the decline in intercity  freight traffic transporte d by rail.

Fortunately, however, during the past 3 years, rail intercity freight 
traffic has increased and the railroads have placed orders for 60,000 
to 70,000 new freight cars in each of these 3 years. These new cars are 
of much larger capacity, and, coupled with the ra ilroads’ “stretch-out” 
program of rebuilding 40-foot box, hopper, and gondola cars into 50- 
footers, we are transport ing more and more tonnage in fewer cars. 
Cognizant of the car shortages and resultan t losses of profit, the  rail ­
roads have not yet caught up with the demand, but we are making great 
strides in that  direction.

If  I  may depart from my written statement for just a moment, what 
I am saying is that  I  disagree that the railroads are not doing all that 
they can do to alleviate the car shortage situation. We have only one 
thing  to sell, and that is transporta tion sendee. Unfortunately  we 
went through  a period of declining profits and hardship. Along with 
our depletion of rolling stock we necessarily suffered by deferr ing 
maintenance of track and roadways and buildings, in an effort to keep 
income above expense, and thus survive. So I think tha t we are doing 
something about the car shortages.

I think the railroads  are working together to alleviate the car 
shortage. The only disagreement we seem to have is as to whether 
per diem increases or car rental rates will alleviate the car shortage 
situation, and I for one and many like me do not believe that it will, 
and this is our disagreement. We are working together. We have 
sponsored many technological advances, and these have played a major 
role in returning freight traffic to the rails;  other incentives of overall 
profit increases have contributed to our expansive car-building pro­
gram. Benefits derived from the 7-percent tax credit; application of 
liberalized depreciation allowances; continued freigh t rate modifica­
tion and utilization  of higher capacity equipment have largely been 
responsible for improvement in railroad earnings and thusly have con­
tributed to our car-building program. On the other hand, increased 
per diem rates established on a multilevel basis by the Association of 
American Railroads beginning Jan uar y 1, 1965, have increased the 
costs to many of our short lines and have already placed the very 
existence of many of them in jeopardy.

Contrary to the statement of Mr. Eldon Martin yesterday wherein 
I understood him to say tha t per diem costs were frequently less 
under the multilevel system, it has been the experience of the short 
lines that our per diem costs have risen or increased from 200 to 300 
percent since the introduction of the multilevel rates.

Our short line railroads  quite often represent the only rail service 
to a town or to a community. Many of them came into existence 
through the purchase of branch lines about to be abandoned by the



NATIONAL FREIGHT CAR SHORTAGE 193

trunkline railroads.  While our collective membership owns ap­
proximately 80,000 interchangeable freight cars, many depend wholly 
on their  trunkl ine connections for car supply. The vast majori ty 
of trunk line  railroads have long accepted the responsibility of sup­
plying these feeder lines with the necessary freigh t equipment just 
as they supply cars to the individual industries  located on their lines, 
and I  believe Mr. Martin in his statement yesterday also admitted tha t 
they had a responsibility to furnish equipment to thei r short line 
connections. Such an arrangement was naturally  recognized in the 
establishment of through rate divisions for the short line carrier.

Now we are faced with the possibility of increased car rental charges 
when in some instances per diem charges a lready exceed revenues for 
handling a part icular shipment  over a short line carrier. This is a 
matter of increasing alarm to our membership. Of course, there are 
procedures for reviewing and changing established divisions of rates, 
but such procedures are lengthy and require expensive legal talen t 
which the short lines quite  often cannot afford. Also, any per diem 
relief  offered through procedures before the Inte rsta te Commerce 
Commission would quite often be too expensive to be advantageous 
to the short line carriers.

The basic purpose of these bills is to effect from a rail carr ier in 
possession of other rail carrie rs' cars something over and above 
adequate compensation and to cause these moneys to be paid to the 
car owners. People more competent to do so tha n I call a ttention to 
the fact that  such bills may be unconstitutional in that  they do not 
establish any standards for  application of such penalties, and penalt ies 
constitute  payment from one citizen to another rather than to the 
Treasury of the United States.

We feel tha t the sole interest of this  committee and the Congress in 
consideration of these bills is to assure an adequate car supply. Be­
cause, in the opinion of a majori ty of members o f this association, 
these bills would not tend to increase the Nation 's car supply, but 
rath er could have a serious impact upon the very existence of the 
short-line railroad industry , it is the hope of our member lines that 
these bills will not be favorably considered. We would, at the very 
least hope for an amendment that would manda torily exempt our 
class I I  carriers from the provisions of  the bills. We cannot empha­
size too strongly that  our existence as a feeder to our m ajor rail trans­
portat ion system, and as the backbone of many small towns and com­
munities, is in jeopardy.

Mr. Chairman and members of the committee, I thank you for the 
oppor tunity of voicing the short-line  railroads’ views in opposition 
to these bills.

That completes my statement, Mr. Chairman.
The Chairman. Mr. Burks, thank you very much for your state­

ment on behalf of your very fine organization.
Mr. Rogers, any questions?
Mr. Rogers of Texas. Mr. Burks, what do you have to be to be a 

short-line  railroad, to qualify for your association ?
Mr. Burks. Mr. Rogers, there  is no qualification as far  as our 

association is concerned, other than  being a common carr ier by rail, 
and there is no exact definition of a short-line carrier.  For the most
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part—and the majori ty of our membership are class I I railroads as 
classified by the Intersta te Commerce Commission. In other words, 
those railroads grossing $5 million or less per year.

Mr. Rogers of Texas. What percentage of  the freight cars tha t you 
require do your members actually own ?

Mr. Burks. Our total membership of 248 members owns 85,000 
cars. Now, a goodly portion of our members own no cars whatsoever, 
but depend strictly  upon their  trunk line  connections for  car supply. 
As I pointed out in my statement, this was done th roug h agreement 
with the trunkline carriers, and this was taken into consideration in 
establishing the division of the  through-fre ight  rate  that the short  line 
would receive for their part icipa tion in the  carriage.

Mr. R ogers of Texas. And it is your argument tha t you provide a 
service th at the trunklines do no t want to provide and would not pro­
vide under any circumstances.

Mr. Burks. We quite often provide a service over lines which the 
trunklines at one time applied  for  abandonment.

Mr. Rogers of Texas. I see.
Mr. Burks. This is not true in all cases of course. But  we are more 

or less an extension of the tru nkline service to the small communities 
and towns which they cannot economically serve.

Mr. R ogers of Texas. Do you keep any of these cars and sh ift them 
around among your own members ?

Mr. Burks. Oh, no. We abide by the Association of American 
Railroads interchange rules and the car service rules the  same as any 
trunkline railroad does.

Mr. Rogers of Texas. Thank you, Mr. Chairman.
Mr. Burks. Yes, sir.
The Chairman. Mr. Younger.
Mr. Younger. Thank you, Mr. Chairman.
As I understand it, the short-line railroads are comparable to the 

feeder lines in the air transporta tion.
Mr. Burks. That  contrast  could be mad e; yes.
Mr. Younger. And of course, in the case of feeder lines, the Gov­

ernment recognizes the necessity for those and gives a subsidy but 
they do not give a subsidy for the trunklines.

Mr. Burks. True.
Mr. Younger. In case your lines are entitled to a subsidy of some 

kind, I  am wondering this. As you know’, Mr. Perlman advocated this 
yesterday. He said if every road had enough cars to  handle the busi­
ness originating on its line, then there would be no shortage.

Mr. Burks. I would agree with  that.
Mr. Younger. In  case yo ur  line s are  en tit led to a subsidy  of some 

cars to take care of the fre igh t originating on their own lines?
Mr. Burks. H ow’ many trunklines do own enough cars ?
Mr. Younger. Yes.
Mr. Burks. I could not answer that , Mr. Congressman. I t is ap­

parent tha t some trunklines do not  own enough o r else we would not 
have the car shortages t ha t we are suffering. I do feel that all of  the 
railroads collectively are cognizant of this fact. We are all in the 
business of selling transpor tation service, and for  every car tha t we 
do not furnish to a sh ipper  when he wants to ship something, this  is
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dollars lost in our pockets. And for this reason alone, if  fo r no other, 
we are vital ly interested in eventually reaching a status of adequate 
car supply. I do not think  there is any doubt in the  world that  the 
railroads are cooperating, through technological advances and th rough  
building cars, to alleviate this situation.

Unfortunately, as I  pointed out in my sta tement, we had so many 
years of suffering, and no profits at all or very little  profit, following 
World  War I I  up to a very few years ago, that  we simply did not have 
the money to put  into our fleet. Then with a few incentives like the 
7-percent tax credit and more liberalized depreciation allowances, we 
began to accumulate a bit of money, and we began to invest not only 
in our rights-of-way and in centralized tra in controls that enable us 
to handle the traffic more quickly, but in equipment.

In  the last 3 years—in every one of the last 3 years  we have had 
orders for 60,000 to 70,000 cars, and I think  th is is going to improve.

Mr. Younger. Do you think tha t the short lines contribute  more 
to the car shortage than do the class I roads ?

Mr. Burks. I quite frank ly do not think we contribu te to the car 
shortage  in this sense, Mr. Congressman. The short  lines—as I pointed 
out, quite a few of them came into existence by purchasing lines about 
to be abandoned by the trunklines—we made agreements with those 
lines, and in setting the divisions of the throu gh-ra te freig ht rate  
we took a lesser division through the  fact that  we made an agreement 
with the trunkl ine connection that  they would furnish us wifh the 
necessary equipment. I feel tha t the trunklines accepted this responsi­
bility , and several of them have said in this hearing and in the Senate 
hearings tha t they do accept responsibility of protect ing the loadings 
of their short-line carriers.

I do not feel, w ith the very small revenues realized bv the short­
line rail roads , that we have an obligation, that  is as a whole, to the car 
supply.

Mr. Younger. Thank  you very much, Mr. Chairman.
Mr. Burks. Yes.
The Chairman. Mr. Burks, how could there be established a rate 

for the use of  a car by one ra ilroad and charge a different rate for 
another rai lroad  fo r the  same car, the same haul ?

Mr. Burks. Well, under our existing practice this is done in some 
instances throu gh reciprocal switching as far as a terminal carr ier 
is concerned, or through agreement betwen some of our short-line 
carrie rs who have only one connecting railroad.

The only th ing th at  I  am saying. Mr. Chairman, is that to increase 
per diem cost to the short-line carr ier can well put the short-line 
carr ier out of business. I would be the  first to agree t ha t there are 
means for us to offset these costs by applying for greater divisions of 
the rates or applying to the Inte rsta te Commerce Commission for per 
diem relief as fa r as th at is concerned under this  legislation. But  un­
fortu nate ly our small ra ilroads have such a small margin of profit, if 
any profit at all, th at they cannot even afford the  legal talent and the 
time to part icipate in such proceedings.

I  fear th at  to increase our car renta l-----
The Chairman. I have heard this poverty  claim in the railroad 

industry for years and years, and I am just not pa rticu larly  impressed
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by this idea that we cannot do this and we cannot do that  because we 
are not making the money to do it. Now, the railroad indust ry is a 
great  industry  in this country. Yours is too. And I would like to 
see a different mental attitude . It seems that whenever there is some- 
problem and a recognized problem develops and we try to do some­
thing about it , why we are faced with this idea that you are  going to 
be put out of business. Now in my judgment, nobody can be put out 
of business. As I  said to Mr. Perlman yesterday, you recognize there 
is a problem. You say there is a shortage. He says there is a shor t­
age. But you come back and sav, “We are tryi ng to do a job; we are 
doing the best- we can ; we are doing every thing tha t can be done,” but  
at the  same time the shortage is continuing  to grow.

Now, 5 years ago or 4 years ago we went into this and we had the 
same song. We did not do anything about it because we wanted 
the rai lroad indus try to do it. Now we have a rrived at a point where 
there are grea t demands that  are coming in here outside of the  eastern 
area itself, s tat ing: “We cannot get cars.”

I think the time has come to change this attit ude  and say let us go 
at it and see if  we cannot provide the service, because that is what you 
are supposed to do.

I do not know what the answer to it is. I wish I did. This attitude 
of an industry that  is so important to the Nation—and we have under­
taken to do so much for it, some of us. or what lit tle we could, not only 
for protec tion purposes but for opportunities, and it seems that every 
time we tr y to do something and we have a chance to do this,  we are 
still faced with this thing, “We cannot make it.”

No one has been stronger for the  railroad industry as such and under 
our system than I have. But something is going to have to be done 
in this field, and we have seen ways how to  do it. All we get out of 
those who are opposed is : “We are doing the best job we can. Ho not 
do this to us. There is a problem. It  will go away maybe sometime.”

I am getting  pretty much to the point  af ter all these years that some­
body maybe should have the au thor ity to go into it, afte r the kind of a 
hearing they ought to have, developing all the facts, and then having 
some kind of au thority  that they can deal with it. I would like very 
much to hear somebody discuss that  kind of a program.

It seems to me we m ight think about giving authority to the estab­
lished regulatory agency maybe some date down the line, on the basis 
of giv ing the industry  additional time to do something about it.

Mr. B urks. Mr. H arris , I have no argument whatsoever with your 
comment. Actually our only argument as fa r as this particu lar means 
of solving the car inadequacies situation is that increasing car rental 
costs, wherein 85 percent of the industry merely trade dollars, provides 
no incentive or no money for build ing new cars.

The C hairman. Of course that is questionable, and you get into the 
middle of this argument between you. Mr. Perlman agreed yesterday 
that Mr. Martin was righ t, that less than 25 percent of the class I 
roads owned over 40 percent of the total. Now, if that is the case, 
then what you say just cannot be the fact. You do not have tha t 
balance there.

Mr. Burks. Well, I  th ink tha t Mr. Newton, who will follow me, has 
the figures to substantiate that  argument.

The Chairman. We have a lot of figures. We got another big set 
of figures from the Association of American Railroads today, in view
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of what we had yesterday. The ICC gave us a lot of figures, and 
everybody who has come along gave us a lot of figures. But there are 
two things about i t : No. 1, there is a shortage in th is area. You said 
so, Mr. Perlman said so, and the others said so.

No. 2, nobody seems to be doing anything about it, though you say, 
“We are doing all we can.”

Mr. Burks. Well, this is where I would disagree, Mr. Chairman. I 
think that we are doing something about it.

The Chairman. Well the shortage is getting  grea ter, is it not ?
Mr. Burks. 1 would not say that.  If  you compare boxcars avail ­

able today with boxcars available a few years  ago, yes; we have less. 
But 1 thin k our carry ing capacity-----

The Chairman. Should there not be some way to get more boxcars?
Mr. Burks. I think  our carry ing capacity is increasing. I think 

we are technically building cars th at will handle the shippers’ require­
ments in a better way than the old plain boxcar. I think that the 
figures that  have been given in boxcar shortages do not reflect the 
number of boxcars that have been released for other loading through 
Flexi-Vans, as Mr. Perlman mentioned yesterday, and the other truck- 
trai ler vans that are in existence today or the covered hoppers in which 
we are loading grain , or the Big-John cars.

I do not think anybody has explored how many boxcars have been 
released through this  new type of equipment. All they are comparing 
is boxcar to boxcar. I think  we are making progress. I think that 
every railro ad man in this country  is opposed to a car shortage because 
it is taking dollars out of his pocket, and I think the industry  is doing 
something about it, and that  they will do more.

The Chairman. You said that 4 years ago, but we have got a greater 
shortage now than we had 4 years ago. Now, you cannot argue any­
thin g else, Mr. Burks, except that that  is a fact, and you ought to rec­
ognize it and get working on something and come up here and tell us 
there is some w ay to do something about it.

Mr. B urks. Well, I  agree with that,  but at the same time I feel that 
we are making advancement and we are making progress toward 
allevia ting these car shortages and that  in the end tha t these car 
loading shortages, except during rare seasonable occasions, will not 
exist.

The C hairman. Well, they have been existing for 20 years on down 
the line. It  is gradua lly ge tting  worse.

Mr. Burks. But it has been existing, Mr. Chairman, through a de­
clining railroad business. But this has been reversed, thanks to your 
Transportation  Act of 1958 and thanks to the tax credit and depre­
ciation.

The Chairman. Yes, and the railroads are getting  to the point that 
they believe they can compete again and are w illing to go out and do it.

Mr. B urks. Well, this is part ially the answer, but we are beginning 
to have the money to do something w ith again, which is a situation that 
did not exist for many years follow ing World War II.

The Chairman. Well, I apprecia te your problem, and I appreciate 
your position. We are always glad to have the position of your orga­
nization, which is so important  to our national welfare. I just wish 
that  we could instill into the minds and action of those of you who 
recognize that this problem is continuing,  to stimulate some kind of
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a program  t o mee t it. Unless somebody comes up  wi th som eth ing , as 
fa r as I am concerned, T am go ing  to be wi llin g to  tr v  to work out 
som eth ing  wi th the  IC C or  somebody that will help  you  to make up 
your  min ds to do  som eth ing  about it.

Mr. Burks. We  will  be quite  wi lling  to coopera te, Mr . Ch air ma n. 
I  assu re you th at  the  sho rt lines do not have a n ega tive at tit ud e.  We, 
I th ink , are  pr et ty  progressiv e people an d have to be to sta y in busi­
ness.

The Chairm an . Well, I gr an t y ou you hav e a p rob lem , because you 
are  not in the  same kind  of  a sit ua tio n as the clas s 1’s wi th refe rence 
to the  o rig ins  o f traffic and such as the y are.  But  I  do n ot  see how we 
can set  up  a pr ice  diffe rence here l egally and  say  t hat  because somebody 
is in one  cate gory t hat  thev are  go ing  to pay a d iffere nt ra te , and  we a re 
going to  req uir e somebody in an othe r cat egory  to pay fo r the same 
service and the  same haul.  Th ere wou ld be all kind s of  problems in 
connection wi th th at . That  is wh at worrie s me abo ut the  pre sen t 
Sen ate amendment. I do no t see how it can  work, very fra nk ly .

Tha nk  you very much. The se fr an k com men ts of  min e are  merely 
for the pur pose of tryin g to see i f we c ann ot ar riv e at some appro ach 
to these problem s and have a me nta l ap proa ch  to  it th at  wou ld be on 
the  plu s side ins tea d of  the  negat ive  side. Tha t is what T am try in g 
to get at.  We  will have  to do so me thing  about it, because T know r ig ht 
now there are  people t hat  a re pl ea ding  fo r c ars , which makes  it neces­
sary to  do som eth ing  about it, to  move p rod ucts.

Mr. Burk s. We appre cia te yo ur  appro ach. Mr. Ch air man , and we 
certa inl y are  wi llin g to coo perate in any  way th at  we can.

The C hairman. Tha nk  you very much.
Mr.  Burk s. Th an k you.
The Chairm an . The nex t witnesses scheduled are  Mr.  Or ner, vice 

pre sid en t of  the  New Yo rk,  New Ha ven & H art fo rd  Ra ilroad Co. ; 
Mr. Ca rl E.  New ton,  spec ial counsel, Bos ton & Ma ine  Corp. , and  Mr. 
A. J . Connel l, d ire cto r of  sy stem s and rese arch, Bo sto n & Maine. We  
will be g lad  to hea r from  you gentleme n.

STATEMENT OF CARL E. NEWTON. SPECIAL COUNSEL, BOSTON &
MAINE CORP., AND THE  NEW  YORK, NEW HAVEN & HARTFORD
RAILROAD

Mr.  Newton. Mr.  Orn er  was unabl e to  s tay  over. I  r epres ent both 
the  New H aven an d the  Boston & Maine.

Mr. Or ne r has  reques ted  th at  h is sta tem ent be fded and  included in 
the  re cord.

Would t ha t be accepted ?
The Chair man . Yes, indeed . Mr . Orn er  ma y have his  sta tem ent 

inc lud ed in the rec ord  wi th  our tha nks, an d we r eg re t t hat  we did  not  
get to h ear him  presen t it  yes terday.

(The prep ared  sta tem ent of  Fred er ick  J . Orn er  fol low s:)

Statement of F rederick J . Orner. Vice P resident, E xecutive .Assista nt  to 
Trustees , of the New York, New H aven & H artford Railroad

I am vice pres iden t, executive  assis tan t to trus tees, of the New York, New Haven & Hartford  Rai lroad, having been employed by that  rai lroad since 1935, and in my present position since August 1,1965.
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I unders tand tha t House Resolution 425 is the same as Senate bill 1098, and 

tha t House Resolution 2230 is the same as Senate bill 179. I appeared before 
the Freight Car Shortage Subcommittee of the Committee on Commerce of the 
Senate on April 9, 1965, and submitted a statement in regard to Senate bills 179 
and 1098. I desire to submit the same statement (copy of which is attached) 
with respect to House Resolutions 425 and 2230 and the related bills which are to 
be considered in the hearings held before the House Inte rsta te and Foreign 
Commerce Committee on October 5 and 6,1905.

Statement of Frederick J. Orner, Vice President, Planning and Research, 
New Haven Railroad

I am vice president  of planning and research for the New Haven Railroad, 
having been employed by the railroad since 1935. In 1941 I entered the opera- 
tions-t ransportation  department subsequently holding positions of merchandise 
supervisor, chief of the merchandise bureau, superintendent freight  transporta­
tion, general superintendent transportation, manager of freigh t car utilization, 
assi stan t to general manager, general manager, assi stan t vice president. For a 
2%-year period in 1951-53 I was on leave of absence with the Defense Transport  
Adminis tration in Washington. D.C. In June 1959 I transferred to the freight 
traffic department as general manager of freight  services, became vice president 
(in charge of operations) in January 1960, and was elected to my present posi­
tion in November 1963.

I appear  here in behalf of the trustees of the New Haven Railroad in opposi­
tion to Senate bills 179 and 1098. With respect to the hire and use of freight  
cars, the New Haven Railroad has been a debit line since some time prior to 
1920. In 1929 when the New Haven owned over 24,000 freight  ca rs it sustained 
a debit balance of per diem of $1.3 million a t the then rate  of $1 per car day. In 
1936 when the New Haven car ownership was 16.000, it sustained a debit balance 
of $1.4 million at the same $1 rate. During th is period various expediencies were 
attempted in order to permit the New Haven, a  predominantly termina ting rail ­
road, to obtain use of it s large ownership. None of these was successful, and the 
New Haven finally acceded to the requests of the other railroads tha t it sharply 
reduce it s car ownership and make gre ater use of foreign cars made empty on its 
lines for handling of inter line traffic originating in the New Haven territory.

The reason the New Haven is a debit line on per diem and cannot be otherwise 
is tha t it is a so-called terminating railroad,  unloading on its lines almost four 
cars of freigh t received from its connections for every car which it loads on its 
lines for delivery to its connections. In this situat ion the New Haven has no 
way open to it to escape being a debit line with respect to per diem. Even if the 
New Haven were to completely disregard car service rule  No. 1 by increasing its 
ownership so that i t could return every foreign car empty and put al l orig inating 
interline traffic in New Haven cars, it would still have a debit balance on per 
diem. The reason for this is th at it would have to pay per diem on three to four 
care for every car on which it could collect per diem. Moreover, such action 
on the par t of the  New Haven would not only be a complete defiance of car serv­
ice rule No. 1 but it would also be productive of an extremely wasteful use of 
cars because foreign cars returning  empty would be paralleled by New Haven 
loaded ca rs : or in other words, two cars would be used where only one would be 
required. Such a car practice would do nothing to help the car supply because 
it would merely be using two cars where only one was necessary, and it would 
add substantially  to the freigh t tra in costs of the New Haven, and those of its 
connections as well.

Although New Haven boxcars are used for a small portion of our off-line box­
car loading, our recent experience has been tha t in 9 out of 10 cases these cars 
are  returned to the New Haven empty, notwithstanding tha t they are moving 
in the direction of the predominant flow of traffic. Thus, as previously stated, 
any attem pt by the New Haven to alleviate the per diem balance by increased 
use of its own cars would not accomplish the desired purpose but would merely 
result in two cars being used where only one is necessary on more and more 
outbound traffic and on a major portion of  inbound traffic as well.

The level of car ownership is determined by traffic requirements, taking into 
consideration the various types of equipment needed and also the type and 
flow.of a parti cula r railroad's traffic, i.e., whether it is predominantly an origi-
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na ting , te rm in at in g , or br id ge  lin e. Fro m  tim e to  tim e in  th e  p a s t th e Assoc ia ­
tion  of  A jn er ic an  R ail ro ad s ha s es ta bl is he d quo ta s fo r ca r ow ne rs hi p of  in ­
di vi du al  cl as s I ra il ro ads.  In  ge ne ra l th e  New H av en  has m et  th es e quota s bo th  
as  to  nu m be rs  an d ty pe s of  ca rs , and  co nt in ues  to  fo llo w th a t po lic y des pi te  
ou r se riou s fina nc ia l si tu ati on  w ith  which  your  co m m it te e is  f am il ia r.

In  Ju n e  of  15)62 wh en  th e New H av en ’s ow ne rs hi p was  7,458  ca rs , th e  pro ­
fe ss io na l su rv ey  gr ou p of w es te rn  ra il ro ad  off icials  (h ea ded  by P re si den t F.  B. 
W hi tm an  of th e  W es te rn  Pa cif ic R ai lr oad  Co., an d ge ne ra lly re fe rr ed  to  as th e 
W hitm an  co m m it te e) , as sign ed  by th e  S ecre ta ry  of  Co mm erc e to  in ves tigat e 
th e  Ne w H av en ’s op er at io ns , st a te d  in  it s re po rt  th a t th e  New H av en  had  su r­
pl us  fr e ig h t car eq ui pm en t in  th e  am ou nt  of  2,100 ca rs  an d re co mmen de d th a t 
th e  su rp lu s be  d is u s e d  of  th ro ugh sa le  or  re ti re m ent.  Sinc e th en  th e  New 
Hav en  has  so ld  se ve ra l hu ndr ed  fr e ig h t cars  to  be  re co nd it io ne d an d pl ac ed  in 
se rv ice on ra il ro ads w he re  they  co uld be pu t to  be tt e r use .

S ta te m en ts  ha ve  been  mad e to  th is  co m m it tee du ri ng  hear in gs in  pr ev io us  
year s by th e su pport er s of  si m il ar bi lls  th a t per  diem  debit  ra il ro ads can  ge t 
ba ck  as muc h per  diem  as  th ey  a re  pa yi ng  ou t if  th ey  buy addit io nal ca rs . Un­
fo rt unate ly  th is  is an  im po ss ib ili ty , as  dem onst ra te d  ab ov e in  th e ca se  of  th e  
New Hav en . The  re su lt  fo r th e  Ne w H av en  to  bu y mor e cars  wou ld  mer ely 
mea n co ng es tio n and  ad de d em pt y m ile ag e on it s  lin es , no p ra cti cal us e fo r 
them , an d li tt le  or no  ad dit io nal  per  diem  co uld be  ea rn ed from  them . As 
st a te d , eve n if  th e New  Hav en  co mpletely dis re gar ded  c a r se rv ic e ru le  No. 1, 
it  co uld sh ip  off lin e on ly one of  it s cars  fo r ev ery th re e or fo ur cars  rece iv ed .

The  pe r di em  d eb it  b al an ce  o f th e New Hav en  is a  ve ry  se ri ous m att er.  Show n 
below  are  th e  per  diem  de bi t ba lanc es  co m pa re d w ith  ne t ra il w ay  oper at in g 
inc om e fo r th e pe riod  1958 to  1964, inclus ive.

Y ea r
P er di em  

d eb it  ba la nce
N et ra il w ay  

opera ti ng  
in co m e ‘

1958 . .  ____________________________________ ____ ___________________ $4,854 ,939 ($3,855, 547)
1959 ___ ________ ________ _______ ___________________________ 5,371,064 (9,215,288)
I960 . _____________ _____ _____________________  _________  ___  -- 6,148,272 (16 ,625,331)
1961 _________ ______ ___________________________  ______________ 5,773,290 (19̂  577; 295)
1962 ___ ______ ______________ ________ ______________________________ 5,013,252 (11 ,514,438)
1963 ________________ ____ ________________________________________ 6,0 21,305 (10 ,090,136)
1964 ________ ____ ________________________________________________ 6,8 86,445 (17,056,262)

1 Par en th es es  in dic at e de fici t.

As pr ev io us ly  show n, sinc e th e N ew H av en ’s t raffi c flow re quir es  th a t it  r em ai n 
a de bi t pe r diem  ro ad , an y in cr ea se  in  th e  pe r diem  ra te  mer ely in cr ea se s th e pe r 
die m de bi t ba la nc e of  th e  New Hav en . F o r ex am ple,  a 50 -ce nt -per-day  in cr ea se  
wo uld  in cr ea se  th e per diem  de bit  of  th e New  Hav en  in ex ce ss  of  $1 mill ion pe r 
yea r a t p re se n t tra ffi c leve ls  and th e  Ne w H av en  could  do no th in g ab out it.

Su ch an  in cr ea se  in th e per  die m ra te , ba se d on ex pe rien ce  of  th e yea r 1963, 
wo uld  be ne fit  pri m ari ly  fo u r la rg e co al-  an d ore -c ar ry in g ra il ro ads.  The  to ta l 
pe r diem  cre d it s in  th a t year w er e $98,825,078, of which  th e Nor fo lk  & W es te rn  
rece ived  $16,580,777 (16 .8 per ce nt)  of  al l th e bene fit  rece ived  by a ll  cr ed it  road s, 
P it ts burg h  & Iai ke  E ri e $16,517,314 (16 .7 perc en t) , Che sa pe ak e & Ohio $12,934,215 
(13.1  p erc en t) , and th e Lou isvi lle  & N as hv il le  $4,051 ,102 (4.1 perc en t) . In  oth er  
wo rds, th es e fo u r ro ad s wou ld  ha ve  rece iv ed  50.7 i>ercent of  t he in cr ea se d ne t per  
die m cre d it  fr om  an y in cr ea se  in  th e  per  die m ra te  al th ou gh  th ey  ow ned a t th e  
en d of  1963 on ly  16 perc en t of  th e to ta l fr ei ght cars  and on ly 7.8 i>ercent of the 
to ta l p la in  bo xc ar s of  th e  c ou nt ry . T he m er ge r of  the N. & W.  w ith  se ve ra l o th er 
ro ad s in  Octob er  15)64 w ou ld  a lt e r th e  N. & W. p a rt  of  the ab ove lier ce nt ag es , bu t 
th e merge d N. & W. ow ne rs hi p is  st il l pri m ari ly  ojien to p ra th e r th an  bo xc ar  
eq uipm en t.

Much st re ss  h as be en  plac ed  on th e  s ho rt ag es  in  eq ui pm en t fo r th e past  se ve ra l 
ye ar s,  w ith  p a rt ic u la r re fe re nc e to  bo xc ar s,  an d it  ha s been  im pl ied th a t th e 
sh or ta ge s are  p ra c ti ca ll y  co nt in uo us  th ro ughout th e  yea r.  An  anal ysi s of  th e 
re port s of  th e Assoc ia tio n of  Amer ican  R ai lr oad s of  su rp lu se s an d sh ort ag es  fo r 
th e 8- ye ar  pe riod  (1957 th ro ugh  1964) in di ca te s th a t fo r pl ai n bo xc ar s in th e 417 
we eks of th a t 8- ye ar  p er io d,  th e re  w er e net sh ort ag es  in on ly 76 wee ks  o r ap pro xi­
m at el y 18 pe rc en t of  th e tim e. In  o th er words , if  th e c a r su pp ly  ha d been  
sign ifi ca nt ly  g re a te r duri ng  th is  pe riod , th e  ad de d cars  or  th e ir  e qu iv al en t wo uld 
ha ve  been  idl e ov er  80 per ce nt  of th e  tim e.  Th e su rp lu se s in  pl ai n bo xc ar s ra n  
al m ost  to  50,000 cars  in  th e  sp ri ng of  1958; al th ough  th ey  ha ve  no t ap pr oa ch ed
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th a t fig ure in recent , yea rs  th e re port ed  su rp lu s re ac he d 5.778 in  la te  Ju ly  1964 
an d re m ai ne d ab ov e 4,000 t hro ughout Aug us t 1964. W ith  re sp ec t to  gon do la  c ar s,  
th er e w er e oc ca sion al  sh ort ag es  d uri ng th e 8-ye ar  p er io d,  re ac hin g a  m ax im um  of 
les s th an  1,200, bu t su rp lu se s ra n  as high  as 33.000 ca rs . Th e sa m e gen er al  
si tu a ti on  is tr u e  w ith  re sp ec t to  <>i>en ho pp er  ca rs . In  on ly  a few  w ee ks  in 
sc att ere d  i>er iods  were th er e sign ifi ca nt  sh ort ag es  in  ho pp er  ca rs , an d duri ng  th e 
8- ye ar  pe riod  th e  hi gh es t su ch  sh ort ag e w as  les s th an  4,000. Sur pl us es , ho w ­
ev er , ra n  in ex ce ss  of  40,000 in  i ndi vi dua l weeks  an d fo r ex te nd ed  pe riod s w er e in 
ex ce ss  of  20 ,000  duri ng  th e fir st 6 year s of  th e pe riod  ; d uri ng t he  l a s t 2 y ears  s u r­
plus es  f re quen tly  e xc ee de d 3 ,000 a nd ra n  o ve r 10,000 c a rs  on occasio n.

R ef er en ce  has been  mad e to  ro ad s w ith  defic it ow ne rs hi p of  fr e ig h t ca rs  an d 
th ere  seem s to be  an  im pr es sion  th a t if  a ro ad  is a per  diem  deb it  ro ad  it  has a 
de fic it ow ne rshi p,  w her ea s if it  is a i»er ide m cre d it  ro ad  it has a su rp lu s ow ne r­
sh ip . I t appears  fa r  mor e re al is ti c to  reco gn ize th a t an y st udy of  ow ne rs hi p 
re qui re m en ts  m us t give  co ns id er at io n to th e ty pe  of  tra ffic, w het her  it  ori g in at ed  
or  te rm in at ed , an d to pe ak  re qu irem en ts .

The  ne ce ss ity  of  su ch  an  an al ysi s is il lu st ra te d  by a st udy of  th e  p la in  bo xc ar  
si tu a ti on  in th e w es te rn  d is tr ic t duri ng th e gra in -loa di ng  season . Thi s pe ak  
ge ne ra lly pr od uc es  th e max im um  car re qui re m en ts  in th e w es te rn  d is tr ic t an d 
part ic u la rl y  on th e gra in -h an dling  ro ad s.  In  th e year 1960. al th ough  fo r th e  
yea r as  a who le  th e aver ag e nu m be r of  pl ai n bo xc ar s on w es te rn  ro ad s w as les s 
th an  ow ne rshi p,  th us re su lt in g  in a per  diem  c re dit , th e si tu ati on  duri ng  J u ly  an d 
Aug us t of  th a t year w as  th e re ve rse.  On Ju ly  15, whe n th e w es te rn  ra il ro ads 
ow ned 304,489 pl ai n boxc ar s they  ha d on line  308,115 ca rs  of th is  typ e. T his  
si tu a ti on  co nt in ue d th ro ugh Sep tem be r 1, whe n th e  num be r of p la in  bo xc ar s on  
lin e in cr ea se d to  313,777 co mpa red w ith  ow ne rshi p by w es te rn  line s on th a t d a te  
of  304.023 ca rs . W he n th e pe ak  load in g re quir em en ts  su bs ided , th e w es te rn  ra il ­
ro ad s w er e ab le  to  re du ce  th e nu m be r of  c a rs  on lin e be low  ow ne rshi p,  th us ea rn ­
ing  ne t pe r die m cre d it s whe n th e ir  ca r re quir em en ts  w er e re du ce d.  T he sa m e 
si tu a ti on  ex is te d in 1961, whe n th e num be r of  pl ai n box ca rs  on w es te rn  line s 
ex ce ed ed  ow ne rs hi p duri ng  th e m on th s of  Ju ly  an d Aug us t. In  1962. be ca us e of  
th e  co m pa ra tive ly  ixM>r g ra in  season , th e  w es te rn  ro ad s did no t re quir e as  man y 
pl ai n boxc ar s as in p ri o r years  an d th e  max im um  num ber  of  c a rs  on  lin e did no t 
ex ce ed  99 pe rc en t of  ow ne rship.  In  1963, a pa tt e rn  si m il ar  to  th a t of pr ev io us  
years  pr ev ai le d,  w ith pl ai n bo xc ar s on  lin e ex ce ed in g ow ne rs hi p on  Se ptem be r 1 
(280.161 ve rs us  277.8 67). In  1964. p la in  bo xc ar s on  w es te rn  lin es  ex ceeded  
ow ne rs hi p as  ea rl y  as  M ar ch  15, an d ag ai n duri ng Aug us t an d Se ptem be r.

Th e si tu ati on  on an  in di vid ual  g ra in  han dling  ro ad  is il lu s tr a te d  by th a t 
of th e San ta  Fe ra il ro ad. In  1960. th e San ta  Fe ha d mor e pla in  bo xc ar s on  it s 
lin e duri ng Ju ne  an d Ju ly  th an  it  owned . Th e max im um  oc cu rr ed  on Ju ly  15 
whe n th ere  were 42.705 pla in  bo xc ar s on lin e co mpa re d w ith ow ne rs hi p of  34.686 
ca rs . In  1961, th ere  w as  a su bst an ti a l ex ce ss  of  pl ai n bo xc ar s on line  ov er  
ow ne rs hi p duri ng Ju ne  an d Ju ly , th e m ax im um  occ ur ring  on June  15 when 
th ere  were 42,382 pla in  bo xc ar s on line as  co m pa re d w ith an  ow ne rs hi p of 
34,894 . The  si tu ati on  in  1962  was  so m ew ha t di ff er en t. The  ex ce ss  of  ca rs  on  
lin e ov er  ow ne rshi p was  of  re la ti vel y  sh ort  du ra ti on  be ca us e of po or er  gra in  
lo ad in g an d on Ju ne  15 th e max im um  pl ai n bo xc ar s on line  oc cu rred , th ere  be ing 
38.596 ca rs  on lin e co mpa re d w ith  ow ne rshi p of  34.193 ca rs . D uring th e  1963 
gra in  se as on  ca rs  on lin e ap pr oa ch ed  but  did no t ex ceed  ow ne rshi p,  bu t in  1964 
Atch iso n.  To pe ka  & S an ta  Fe pl ai n bo xc ar s on lin e ex ce ed ed  ow ne rs hi p as  ear ly  
as  Ju ne  15, an d co nt in ue d th ro ugh  p a rt  of Ju ly . The  bul k of  g ra in  lo ad in g on 
th e S anta  Fe b ot h ori g in at es  a nd te rm in ate s on it s lin es .

Fro m  th e ab ov e it  w ill  be  seen  th a t a mere re co rd  of  th e  per  diem  deb it s or  
cre d it s pe r year do es  no t give  an  in di ca tion of  ex ce ss  or defic ien cy  in ow ne rship.

Fro m  tim e to tim e it  has be en  im pl ied th a t th e su b sta n ti a l de cl ine in  the 
nu m be r of  fr e ig h t cars  in se rv ic e of  th e  ra il ro ads of th e  co unt ry  in  re ce nt  yea rs  
had  im pa ired  th e  abil it y  of  th e ra il ro ads to  han dl e th e bu sine ss  off ered.

The  ad eq ua cy  of  fr e ig h t car ow ner sh ip  in  one per io d co mpa re d w ith anoth er 
ca n on ly  be  te st ed  by  th e  re la ti onsh ip  be tw ee n th e cars  av ai la ble  an d th e busi ­
ne ss  off ere d. In  1945, fo r ex am pl e,  th e  nu m be r of  fr e ig h t ca rs  ow ned by th e 
cl as s I ra il ro ads to ta le d  1,760.000. It  is tr u e  th a t th is  had  de cr ea se d by  1964 to  
1,495,000, a de cl ine of  15 pe rc en t. How ev er , in 1945 th e  ra il ro ads or ig in at ed  
41.918,000 cars  of  re ve nu e fr e ig h t co mpa red w ith on ly  29.438,000 in 1964. a de ­
cr ea se  of  29.8 pe rc en t so th a t in  1964, in  re la ti on  to  th e  vo lume of  bu sine ss  
ha nd le d,  th ere  wer e re la ti vel y  mor e cars  avai la ble  th an  in  1945. Thi s si tu at io n  
is mor e ac cu ra te ly  il lu s tr a te d  if  th e  ca pac ity  of  th e  fr e ig h t cars  in tons  is com ­
pare d w ith  th e ton- mile s ha nd le d.  In  1945 fr e ig h t ca rs  had  an  ag gr eg at e ca-
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pa ci ty  of 89,872,000 tons . In  1964, be ca us e of  an  in cr ea se  of ap pro xim at el y 14 
pe rc en t in  th e av er ag e ca pa ci ty  of th e fr e ig h t cars  in  se rv ice,  th is  to ta l ag gre gat e 
ca pa ci ty  ha d de cr ea se d on ly  2,914,000 to ns  or  3.2 pe rc en t, to  86,958 .000 tons . 
Th e am ou nt  of bu sine ss  ha nd led,  ho wev er,  de cr ea se d from  726 bi lli on  net ton - 
mi les  in 1945 to  on ly 665 bi lli on  in  1964, a dec re as e of  61 bi lli on  ton- mile s or  8.4 
pe rcen t. In  ot her  wor ds , w ith a de cr ea se  of  8.4 pe r ce nt in  th e vo lum e of bu si ­
ness ha nd led,  th e  capac ity  of  th e  fr e ig h t car fle et de cr ea se d on ly 3.2 pe rc en t.

In  su mmary,  th e  New H av en  is a per  die m deb it  lin e be ca us e it  is a so-call ed  
te rm in at in g  lin e and th ere  is not hin g it  ca n do  to  esca pe  from  th a t po si tio n.  
Th e pu rc ha se  of  ad d it io nal ca rs  by  th e New  H av en  wo uld not he lp  be ca us e it  
wo uld  no t be ab le  to  us e the m.  U nd er  th es e ci rc um st an ce s if  th e pe r diem  ra te  
were to be in cr ea se d unde r Sen at e bi lls  179 and  1098 fo r th e  il lu so ry  pu rp os e 
of in cr ea sing  th e ca r su pp ly , th e aim  of  th e bi ll  wou ld  no t be a tt a in ed , an d the 
New H av en ’s al re ady  cri ti ca l pr ob lems wou ld  be us el es sly magnifie d.

Mr. Newton. May I proceed, Mr. Chairm an?
The Chairman. Yes; you may proceed, Mr. Newton.
Mr. Newton. Mr. Chairman, 1 have a statement tha t I prepared 

with great care. It  is statistica l and it is factual. I do not propose 
to-----

Mr. Younger. Mr. Chairman, may I  inter rupt?
We can h ardly  hear you. It  would be much better if you would 

sit down in front  of the microphone, so we can hear you.
Mr. Newton. Thank you, sir.
Mr. Chairman. I appreciate  the courtesy of you gentlemen in hear­

ing us today, I  know under much pressure. I would request, if I may, 
tha t my statement, which I have prepared, with two chart, exhibits, 
be incorporated in the record as if read, and I would like to make 
some fu rther comment that I think will clear up some questions and 
try to be helpful in the search tha t you gentlemen are so conscientiously 
striving to attain. If  I may do that, I will not have to read my sta te­
ment, if it will be so incorporated in the record, sir, and it will save 
time.

The Chairman. Mr. Newton, your  statement together with the 
charts refe rred to may be included in the record, and you may proceed 
as you desire.

Mr. Newton. Thank you, sir.
(Statem ent referred  to  follows:)

Sta tem ent  of Carl E. New ton. Memb er of th e  F irm of Donovan, Leisu re , 
Newton & I rvine

My na m e is Car l E. Ne wton . I am  a la w ye r,  a m em be r of th e firm  of  Do no­
van . Le isur e,  New ton & Ir vin e.  New Yor k and W as hi ng ton.  I ha ve  ha d a br oa d 
an d ac tive ex pe rien ce  in  th e field of  ra il  tr an sp o rt a ti o n  fo r th e  past  27 ye ar s.  
D ur in g W or ld  W ar  II . I w as  Sec re ta ry  Ic kes ’ Dep uty Co al Mines  A dm in is tr at or 
fo r th e  G over nm en t; and w as  al so  a tr an sp o rt a ti o n  co nsu lt an t to  th e Office 
of S tr at eg ic  Se rv ices  th ro ugho ut  th e  w ar . am i wor ke d in clo se  co op er at io n w ith 
th e Office of Defen se  T ra nsp ort a ti on .

I ha ve  ca re fu lly  st ud ie d th e fa c ts  und er ly in g th e  per  die m prob lem  sin ce  
1951 whe n I w as  re ta in ed  by  th e  co ur t- ap po in te d tr u s te e  of  th e  New  Yo rk,  Su s­
qu eh an na  & W es te rn  R ail ro ad  in co nn ec tio n w ith  it s per  die m prob lems, an d 
fo r th e  past  12 years  I ha ve  se rv ed  as  sp ec ia l co un se l in  pe r die m m att ers  to 
th e Bos ton & M aine  an d New H av en  R ai lr oad s.  I  hav e been re qu es te d by  th e 
Bo sto n & M ai ne  an d th e tr u st ees of  th e  New H av en  to  appear he re .

My op po si tio n to th e  en ac tm en t of  IT.R. 425, 7165, 2230. an d si m il ar bil ls  is  
ba se d on th e fa c t th a t in  ap plica tion  th es e bi lls , a t le as t if  no t am en de d (a s  I 
sh al l la te r su gg es t) will  w or k to  defe at th e  ver y ob ject ive which  it  is  th e ir  
pu rp os e to  accompli sh . The y will  no t so lve th e prob lem of in cr ea si ng th e bo xc ar  
su pp ly  av ai la bl e fo r th e han dli ng  of  w hea t in  harv est  se aso n: hut on th e con­
tr a ry . th es e bi lls  w ill  ac tu a lly  di m in is h th e  co untr y’s su pp ly  of  bo xc ar s.  I 
sh al l de m on st ra te  th is  w ith au th o ri ta ti v e  fa cts  an d figu res— not th eo ries .
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Bu t first  I wish to poin t out  to you dist ingu ished Congressmen thi s fa ct : 

While it is tru e th at  the  Boston & Maine and  New Have n serve prim arily the  
New England area, they have the chara cte ris tic  in common with  other road s of 
the East—th at  is, the  Penn sylvania , New York Cent ral, and  Erie -Lackaw anna— 
and  the  Great Lakes are a—such as the Milwaukee and  the  Chicago & North­
wes tern—that  they  serve  dense populations of consumers. These  consumers 
provide the major marke ts for  the agr icu lural and other bulk products of the 
West. Because of thi s fac t—the  natu re  of  the ir traffic—these easte rn and Great 
Lakes roads are  chron ically  ne t per diem debtors. They pay out  cash in sett le­
ment of the ir n et car ren tal  accounts.

It  is the function of the wes tern  roads to orig inate the  a gri cultu ral  and oth er 
bulk prod ucts  of the  grea t West, and it  is the  function of the eas tern and Great  
Lakes road s to term ina te those  p roducts a t the ir major markets . Thu s in term s 
of nat ional rai l transp ortation, the  wes tern  roads and the eas tern  and Gre at 
Lakes  roads are mutually inte rdepen den t; the ir economic fa te  is inex tricably 
tied  together. To the  exten t th at  eas tern roads  go under, and  a heavier  per  
diem burden can tip  the  balance for  a number of them, the  wes tern  roads will 
gravely suffer  from a reduction  in the  ra il fac ilit ies  capab le of terminat ing  at  
the ir ma jor  points of marketing and  consumption the  produc ts which are  now 
originatin g on the lines of the wes tern  roads.  This would mean that  the f arm ers  
and  other producers of bulk fre igh t of the  West would be confronted with  the 
necessity of shipping their  wheat and  other bulk prod ucts  to many eas tern  and 
midwest marke ts all the way by truc k, a t sub stantially higher cost than by all ­
ra il transp ort ation  fo r these bulk commodities.

So, I am speak ing in the  int ere sts  of the  producers of the Western States 
qui te as much as in the intere sts  of the consumers in the  Eastern, Gre at Lakes, 
and  Southern  State s, for  it is to the  mutua l int ere st of both of these  populat ions 
th at  they have low-cost bulk transp ort ation , and th at  means a hea lthy  and truly 
nat ional system of tr anspo rta tion by rail.

Basic  to an underst and ing  of the effect of an  increased per diem ra te  is the fac t 
th at  only the  ne t per diem balances change hands from one rai lro ad  to another.  
Let me illus tra te  th is : The Norfolk & Wes tern is the largest net per  diem credi­
tor  road  in the coun try—the major benef iciary  of any increase  in the per  diem 
rate. In 1901 it  billed to other roads $24,256,365 in ren tal s for  it s cars.  In turn 
it was billed $8,439,380 by o the r roads for  r en ta l of their  cars. It s net per  diem 
balance was the  difference, a credit of $15,816,985 in favor of the  Norfolk & 
Western. Conversely, in the same year the Penn sylv ania  Rai lroad, one of the 
largest owners of boxcars in the coun try, in 1961 billed to othe r roads $51,- 
102,673 as ren tal s for  its  cars. Bu t because the  Pennsylvania  term inates 
more traffic tha n its originates, the  Pennsylvania was billed for $63,519,513 in 
cai* rentals by other  roads. So the Pennsylvan ia had for t ha t y ear  a ne t per diem 
debi t balance of $12,416,840.

These net  per  diem balan ce figures are  the only figures on which the  amount 
of the  per  diem ra te  has any effect whatever : the  res t is setoffs. Therefore on 
those  rai lroads whose traffic is balanced, the  level of the per  diem ra te  has  only 
a very minimal impact. Th at  is, for  a rai lro ad which terminat es approxi­
mately the same amount of traffic as it  originate s, the  per  diem debits and 
cre dit s vir tua lly  wash each oth er out  leaving a rela tive ly small ne t debit  or 
credit  balance . As to 'these roads , an increase  or a decrease in the per  diem 
rate  has  very lit tle  pra ctical  effect—whether the  ra te  is $2, $5, $10, or $100 
makes no pa rti cu lar  difference.

Take  for illu stration  the Colorado & Wyoming : In  1961 it  was billed for 
$688,285 in car  ren tal s but  it billed $636,623 to other roads.  It  had  a net per 
diem debi t balan ce of $51,662. Or tak e a larger western road with  approxi­
mate ly balanced traffic—the Union Pacific. In 1961 it  billed other roads $23,- 
435,136 for  ren tal s of its cars.  In turn it was  billed by other roads $22,896,210 
for ren tal  of their  cars.  Its net  credit balance was  only $538.926—tha t is the 
only figure on which the  level of the per diem ra te  has  any impact wha teve r— 
the res t is simply washed out. Inciden tally , the  Pennsylvania , a large per  diem 
debit  road owned almost twice as many boxcars as the Union Pacific.

Take  one more ill us tra tio n: A wes tern  road which has  balanced traffic but 
which is a net per diem debtor—the Western Pacific. In 1961 this road billed 
other road s $2,415,963 for car ren tals and in tu rn  was billed  $2,812,144 for ren tal  
of the ir cars , leaving the  Western Pacific with a net  per  diem debit balance of 
$396,181.

54 -8 9 9— 65-------14
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The se  figu res a re  f ro m co mpi la tio ns  m ad e by th e AA R fr om  th e  off icia l re port s 
of  t he  r a il ro ads them selves . Th ey  hi gh light th e po in t tha it I wish to mak e,  which  
is  vi ta l to  an  under st an din g of th e ef fect  of  an y in cr ea se  in  th e  per  diem  ra te . 
T ha t i s : An y in cr ea se  in  th e i>er die m ra te  af fect s on ly th a t re la tive ly  sm al l 
po rt io n of  th e  to ta l pe r die m bil l o f th e ra il ro ads of  th e  U ni te d S ta te s which  is 
re fle cted  in  net  pe r die m ba lanc es . As I sh al l show  la te r,  86.6 per ce nt of  th e 
en ti re  to ta l pe r die m bil led  in th is  countr y  is was he d out by  th e se to ffs  of  de bi ts  
and  c re di ts . The  o nly  ixxrtion th a t ac tu a lly  ch an ge s ha nds is 13.4 per cen t of  t he  
to ta l i>er diem  bil l. Thi s is th e on ly port io n  of  th e to ta l pe r die m prob lem on 
which  th es e bi lls will  ha ve  an y p ra cti cal im pa ct  or  effect . Now, le t us  see w hat  
th a t imiMict is an d wi ll be on th e co untr y’s car supp ly .

I sa id  ait th e ou ts et  th a t th es e bi lls  if  en ac te d an d pu t in to  ef fect  w ill  def ea t 
th e pu rp os e fo r wh ich  they  a re  fo rm ula te d  an d prop os ed . A hi gher  pe r die m 
ra te  w ill  di m in ish th e su pp ly  of  bo xc ar s of  th is  co un tr y—noit in cr ea se  it.

I re al iz e th a t th is  st at em en t on it s fa ce  see ms incr ed ib le , be ca us e th e  co nc ep t 
ha s been  plu gg ed  fo r ye ar s by th e ve ry  ef fecti ve  pro pag an dis ts  of tw o w es te rn  
ro ad s— part ic u la rl y  by th e  ve ry  pe rs uas iv e and el oq ue nt  Mr . Eld on  M ar tin  of  
th e B url in gt on —t h a t a hig he r i>er d iem  ra te  is th e  so lu tion  to an  ad eq uat e car 
su pp ly . I t is a ve ry  pl au sibl e co nc ep t on it s fa ce ; so pl au sibl e,  ind ee d,  th a t I 
am  co nf iden t th a t Mr.  M ar tin  ha s him se lf  c om e Ito be lie ve  it  w ith  si nc er ity.  Ye t 
it  is ab so lu te ly  re fu te d by fa ctu al an aly si s an d by his to ry .

The  Co mm iss ion  it se lf  has  no t un de rs to od  th e fa c ts  in th e pas t,  an d I am  
su re  th a t yo u le gi sl at or s will  w an t to kn ow  som e ba sic fa cts  as  to  effect  of 
in cr ea se s in th e pe r die m ra te , and no t pa ss  a bil l und er  th e im pr es sion  th a t 
th is  is go ing to  sol ve  th e bo xc ar  su pp ly  prob lem whe n in  fa c t it  will  ha ve  exact­
ly th e  op po si te  effect,  in  ad dit io n to  gr av el y da m ag in g our en ti re  nati onal tr a n s­
port at io n  sy stem  by ra il .

The  fi rs t qu es tio n th a t I su gg es t it  is v it a l th a t yo u ge nt le m en  as k i s : 
Wh at, ro ad s ar e  th e pr in ci pa l be ne fici ar ie s of  an y in cr ea se  in th e per  die m 
ra te ?  C on tr ar y to th e pr op ag an da an d be lie f of  Mr.  M ar tin , it  is no t p ri ­
m ar ily th e ro ad s which  se rv e th e  w es te rn  ag ri cu lt u ra l S ta te s.  The  fa c t is 
th a t th e  be ne fici ar ie s of  alm os t tw o- tl ii rd s of  an y in cr ea se  in th e  per  diem  
ra te  a re  pr ec isely seve n ro ad s,  no t one of  them  a W es te rn  ro ad . S ix ty -t hre e 
pe rc en t— al m os t tw o-t hi rd s— of  th e  be ne fit  of  an y in cr ea se  in  th e  per  die m ra te  
goe s to  th e fo llo wing seve n ro ad s :
Nor fo lk  & W es te rn  Bes semer  & H ik e E ri e
P it ts bu rg h  & Lak e E ri e  W es te rn  M ar yl an d
Chesapeake & Ohio Clinchfleld
Louisvil le & Nashv ille

Thi s is no t theo ry . Thi s is accura te  s ta ti s ti ca l fa ct . I ha ve  il lu st ra te d  
it  in th is  fi rs t chart , which  I wo uld  lik e to  in trod uc e in to  th is  reco rd  w ith  
copie s av ai la bl e fo r you dis tinguis hed  Co ng ressmen . It  is enti tl ed  “T he  E f­
fe ct  of  Any In cr ea se  of  P er  Di em  R ate .” I t  is ba se d on 1961 fig ures  sh ow ing 
th e ne t pe r die m de bi ts  an d cre d it s of  a ll  th e  cl as s I ra il ro ads in  th e  Uni ted 
S ta te s fo r th a t ye ar , comp ile d by th e Assoc ia tio n of Amer ican  R ai lroa ds . Th e 
car ow ne rs hi p fig ures  show n in  th is  c h a rt  a re  from  th e  IC C’s pu bl ic at io n 
“T ra nsp ort ati on  S ta ti st ic s in th e  U ni te d S ta te s 1961” p a rt  I, sect ion A -l , lin es  
665 to  677.

Thi s ch a rt  show s th a t 63 perc en t of  th e  to ta l net  per  die m cr ed it s w as  re ­
ce ived  in  1961 by ju s t th es e seve n ne t i>er diem  cre d it o r ro ad s,  al l of  them  
he av y ori g in at ors  of  coal tra ffi c w ith  som e iro n or e and  st ee l fro m th e P it ts ­
bu rg h an d lake  a re a s ; $60,626,122 of  th e to ta l ne t per  die m cre d it —t h a t is 
th e to ta l pe r diem  th a t ch an ge d han ds in th e year 1961— wen t to  ju s t th es e 
seve n ge og ra ph ic al ly  f av ore d road s.

An ap pr ox im at el y eq ua l am ou nt  was  pa id  out by  ex ac tly  eigh t ne t per die m 
de bt or  ro a d s : New  York C en tral . Pen ns yl va nia , B al tim ore  & Ohio. E ri e- L ac ka ­
wan na . New  Hav en . Ch ica go  & N or th w es te rn . Bos ton & Ma ine . W ab as h.  Th ese 
a re  al l ne t de bi t ro ad s—b ig  pay er s of  per  diem  re n ta l—be ca us e they  te rm in ate  
mo re  t raf fic  th an  they  o rigi na te .

Now  le t us  see  ju s t ex ac tly w hat eff ec t any in cr ea se  in th e  pe r die m ra te  
will  ha ve  on  th e bo xc ar  su pp ly  of th is  co un try,  be ca us e lm xc ars are  th e  on ly 
ca rs  th a t a re  su it ab le  fo r th e  ha nd ling of  w he at . Le t us  ex am in e th e ca r ow ne r­
sh ip s of  th es e road s.

We find th a t th e sev en ro ad s which  re ce iv e al m os t tw o-t h irds of  an y in cr ea se  
in  th e pe r die m ra te  in 1961 ow ned 278.649 fr e ig h t cars  of al l type s— 17.72 per ­
ce nt  of  th e  co untr y’s to ta l ca r su pp ly . B ut th e  ei ght ne t per  diem  deb to r ro ad s
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that , wou ld  ha ve  to  pa y th e  am ount of  t h is  in cr ea se  in th e  p er  diem  ra te  ow ne d a 
su bst an ti a ll y  hi gh er  pe rc en ta ge  of  th e co unt ry s'  to ta l ca r supp ly , 27.16 pe rc en t—  
427.211 fr e ig h t ca rs  of  al l type s.

B ut th is  do es  no t by  an y m ea ns  te ll  th e  who le  stor y,  be ca us e th ese  seve n 
la rg est  ne t ite r di em  cre d it o r ro ad s th a t rec eive  th e benefit  of an y pe r di em  in ­
cr ea se  n a tu ra ll y  bu y t he cars  which  se rv e th e co almines  in th e ir  te rr it o ry . T h a t 
is, th ey  b uy  o pe ntop s,  go nd olas , an d ho pp ers. T heir  bo xc ar  ow ne rs hi p is  peanu ts  
co m pa re d to  t h e  ve ry  mu ch  la rg er  bo xc ar  ow ne rs hi ps  o f thip r oads th a t a re  ca lled  
upon  to  pa y ou t an y in cr ea se  in th e pe r die m ra te . H er e a re  t h e  fi gu re s:

The se  seve n be ne fici ar ie s of  al m os t tw o-t h ir ds of  an y in cr ea se  in  th e  per  di em  
ra te  in  1961 ow ne d 57,126  bo xc ar s,  ex ac tly 8.59 per ce nt of  th e  countr y’s to ta l 
bo xc ar s.  B ut  th e  ei gh t big ne t pe r die m deb to r load s th a t wou ld  be ca lle d up on  
to  pa y th is  in cr ea se  in  th e per  die m ra te  own 187,700 bo xc ar s,  ex ac tly  28.19  per ­
cen t of  th e  coun tr y ’s to ta l.

T h a t is, th es e ei ght  su ff er er s fr om  an  in cr ea se d per  die m ra te  ow n ab ou t S 1̂  
tim es  as  m an y bo xc ar s as  th e seven pri nci pal  be ne fici ar ie s of an y in cr ea se  in  th e  
pei* diem  ra te , ta k en  as  a grou p.

So w he n yo u ta lk  ab ou t in cr ea si ng  th e pe r diem  ra te  as  a m ea ns  of  re duci ng 
th e re cu re n t car sh or ta ges  in  th e W es t a t harv es t season , you a re  ta lk in g  abou t 
a re gu la to ry  m ea ns  which  will  ha ve  pr ec isel y th e  re ver se  eff ect of  th a t w hic h 
it  i s in te nde d to  ha ve . A h ig her  i»er diem  ra te  wi ll ac tu ally  de pl et e th e re so ur ce s 
of  eigh t ro ad s which  own  mo re  th an  28 pe rc en t of  th e boxc ar  su pp ly  of  th is  
co un try,  w ith alm os t tw o-t hirds  of  th e in cr ea se  go ing  to  bene fit  ju s t se ve n 
ro ad s whi ch  own on ly 8.59 pe rc en t of  th e  coun tr y ’s bo xc ar s.

The se  fa c ts  ha ve never  be en  re fu te d ; an d th ey  a re  no t su sc ep tib le  of  be in g 
re fu te d  by Mr.  Eld on  M ar tin  or  by an yo ne els e. The y are  sim ply glos sed 
ov er  w ith pl au si bl e but  fa ctu all y  un so un d th eo re ti ca l ar gu m en ts .

I t  see ms  to  me  th a t th is  is a fu ndam enta l an d vi ta l qu es tio n fo r you  ge nt le ­
me n to  a s k : Ho w is  it  go ing to  he lp  th e  su pp ly  of  Ix ixca rs to  in cr ea se  th e per 
die m ra te  whe n th e be ne fit  of  a ny  su ch  in cr ea se  goe s, to  th e ex te nt of  ab ou t two- 
th ir ds.  to  ju s t seve n ro ads who se  p ri m ary  in te re st  is  in op en top go nd olas  and 
ho pp er s su it ab le  on ly fo r th e carr y in g  of  coal an d iro n ore?  Thi s is a ve ry  d if ­
fe re nt p ic tu re  from  th e th eo re ti cal one which  is  pai nte d by Mr. El do n M art in  
an d th e o th er d il ig en t re pre se n ta ti ves of  th e  tw o w es te rn  ro ad s wh o hav e 
fo r ye ar s pr om oted  p la usi ble  th eo ri es  of  a qu ic k ea sy  so lu tio n to  th e ca r- su pp ly  
prob lem which  do  no t st and  up  in th e  li gh t of  th e  cold hard  fa ct s.

Th e in ce nt iv e to  purc has e fr e ig h t ca rs  is  to  me et th e ne ed s of sh ip per s wh o 
ori g in at e tra ffi c fo r sh ip m en t. T he  ra il ro ad  on wh ose line s tra ffi c is ori gin at ed  
m us t ha ve  th e  ty pe  of  ears  th a t mee t it s own sh ip per s’ ne eds. I t m us t do  so or  
los e th e  tra ffi c an d th e  re ve nu e.  The  In te rs ta te  Co mm erc e Co mmiss ion mad e 
th is  ve ry  cl ea r in a fin ding  some  years  ago. It  sa id  :

“R ai l ca rr ie rs  comm only ac qu ir e an d own fr ei ght ca rs  of  th e ty pes  or ty pe s 
ne ed ed  fo r load in g th e ch ara c te r of  fr ei ght ori g in ati ng  on th e ir  re sp ec tive  lin es . 
Tho se  ori gin at in g gra in  an d gra in  pro du ct s or m er ch an di se  need  hi gh -c la ss  bo x­
cars . th os e se rv in g co al fie ld s us e gondola  an d ho pp er  ca rs  ex tens iv el y,  th os e 
ca rr y in g  hog s an d ca tt le  re quir e liv es tock  ca rs , et  ce te ra " (C ar  Sr rr fe e,  Freig ht.  
Car* . 268 I.C.C. 687 a t p. 68 9) .

The  th eo ry  pu t fo rw ard  by  Mr . M art in  is  th a t th e  bo xc ar  sh ort ag es  which  
so m et im es  o cc ur  in th e W es t duri ng t he  h arv est  season  a re  ca us ed  by  th e  east ern  
ro ad s “a ppro pri a ti ng” boxc ar s ow ned by  th e w es te rn  ro ad s.  The  th eo ry  goe s 
th a t a h ig her  per diem  ra te  w ill  so lve  th is  prob lem be ca us e it  w il l di sc ou ra ge  
su ch  “a ppro pri a ti on .” an d it  w ill  fo rc e th e  ea st ern  ro ads to  bu y m or e fr e ig h t 
ca rs . B ut  th is  th eo ry  f a ll s do wn be ca us e of  ano th er fa c t th a t it  co mplete ly  ov er ­
loo ks  an d th a t is  th is :

Bec au se  of  th e pre dom in an tly  tr af fi c- te rm in at in g n a tu re  of  th e  east ern  ro ad s,  
th e  east er n  ro ad s a re  fo rb id de n to  sen d off-l ine  an y em pt y cars  of  th e ir  own, 
ex ce pt  on ly  under  sp ec ia l o rd ers  of  th e  Co mm iss ion . T he c a r  se rv ic e ru le s 
re qu ir e  th a t a ra il ro ad  m us t give  pri o ri ty  of  lo ad in g to  fo re ig n- line  cars  avail ­
ab le  on it s lin e be ca us e m ad e em pt y by un lo ad in g th er e.  The se  ru le s ha ve  been 
in eff ec t fo r m an y years  w it h  th e  ap pr ov al  of  th e  Co mm iss ion . The y are  
gr ou nd ed  in ve ry  so un d ec onom ics . T he Bo sto n & Main e, fo r ex am ple,  te rm i­
nate s th re e ca rs  of  tra ffi c fo r ev er y ca rl oad  of  traf fic  th a t it  o ri g in at es  fo r sh ip ­
m en t off -line  to  th e W es t. I t m ust  load  it s traf fic fo r an  off -li ne  dest in at io n  in 
a fo re ign- lin e ca r mad e em pt y— av ai la ble  to  it  b ec au se  m ad e em pt y by term in ati on  
on it s lin e. By  so do ing it  ne ed  sh ip  ba ck  on ly  tw o em pt ies.  W her ea s if  it  
sh ou ld  load  it s ca rl oad  of  tra ffi c in to  on e of  it s ow n ca rs , it  wou ld  ha ve  to  sh ip  
ba ck  th re e  fo re ig n- line  em pt ies .
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Thus it is apparen t that  the  burden of was tefu l expense of cross-hauling empties  would he enormously increased if the ca r service rule s did not requ ire priori ty of loading  of foreign- line cars  th at  are  availab le. And a predominantly traffic-term inating road such as the  New H aven—with fou r carloads terminated  for each car load  which it orig inates for  off-line des tina tion —always has  on its lines a surplus of empty foreign-line  cars. It  cannot  avoid thi s situa tion be­cause  of the nature of i ts traffic, s erving  as i t does dense popu lations of  consumers. It  canno t avoid it  because it  mus t accept in inte rchange for  termin atio n on its lines every car of freight  that  is tendered  to it in interchange to be thu s termi ­nated and made empty, despite the fac t th at  thr ee  or four to one of these  cars  mus t be sent back empty in home direction of the  car-owning road, since the term inating  road does nor orig inate enough loads to pu t into them.In pointing out  that  the beneficiaries of almost two-thirds of any increase  in the  per diem ra te  are  prim arily coal-sliipping roads with about thre e-fourths of the ir car ownership consis ting of open-top hoppers and  gondolas, I do not mean to imply that  Mr. Eldon Matrin  and his colleagues of the Santa Fe, in plugging for a higher per diem rate  as the  solut ion of the  boxcar shor tage  problem, are  intending to  perform an eleemosynary  service for  the benefit of road s other than the ir own. The  two rai lroads  of the  Wes t whose profits  will be substantially  increased by high er per  diem rat es—fo r the  shor t term  only—are  the  Burlington and the San ta Fe. The re is also one road in the  Southwest which stan ds to profit ma teri ally —for the  sho rt term only—by an incre ase in the  per diem rate,  the Southern Pacific. These roads are pred ominant ly traffic-or iginating  roads  and hence are always sub stantial net per diem credito r roads.The benefit to these  roads from any increase s in th e per diem ch arges , however , do not come solely from rail roa ds in the  East and Gre at Lakes region, for there are  a number of western roads who likewise are  net per diem debto rs. I have already mentioned the  Western Pacific as one. The Chicago, Rock Isla nd & Pacific is ano ther , with a net per diem debi t in 1961 of $2,074,029. The Fo rt Worth & Denver with  a net  per  diem deb it o f $1,939,633; the Pacific Electric  wi th a net per diem debit  of $1,929,652. The Missouri-Kansas -Texas wi th a net per diem debit balance of $2,614,287 and othe rs such as the  Spokane, Por tlan d & Seattle system and  the  Texas-Pacific.
But the  Burl ington had a net per diem credit balance in 1961 of $5,003,180. The Southern Pacific had a similar  larg e net  credit balance, with  the  San ta Fe runn ing second with a ne t credit o f $1,851,949.The Bur ling ton’s return  on average  net  investment in 1961 was 3.93 percent , the Southern  Pacific’s was 4.17 perc ent and the  San ta Fe’s 3.66 percent. These three roads are  in the higher profit bracke ts among rai lroads . They  a re bettered  only by the  biggest net per diem cre dit  roads,  the  Norfolk & Western  with 7.74 percent ret urn  on average inves tment , the  Pi ttsburgh  & Lake  Erie with  7.20 percent, the  Chesapeake & Ohio w ith 5.76 perc ent and the  Louisville & Nashvil le with 5.05 percent r etu rn on avera ge n et investment.The large  net  per diem debtor roads are  not so for tun ate . For  the  same year  the New York Centra l, with  a net per  diem debit  of $14,490,569, operated at  a deficit, the  Pennsylvania with a net  per diem debit of $12,416,840, produced a rate of return  on its average net investment of only 0.42 percent. All of the 13 other largest net per diem debtor roads  for  th e y ear  1961 operated  at  a deficit. These included the Milwaukee, the  Missouri-Kansas -Texas and  the  Rock Island as well a s the leadn ing eastern roads .

But  the Burlington and Santa Fe which, by reason of the ir favo rable geo­grap hica l location, are  profitab le roads , do not make  the  cont ribu tions to the Nation’s boxcar supply that  is made by the two larg est  eas tern net  per diem debtor roads,  the  Pennsylvania and  the  New York Central.  Here are  the  sta ­tist ics (1961 figures) : The Bur ling ton owned 21,667 boxcars, the Santa Fe 40,080; together 61,747 boxcars. For  the  same year the  New York Cen tral  owned 47,742 boxcars, the Penn sylvania  54,724 bo xc ars; toge ther  an ownership of 102,466 boxcars. That is, the  Burl ington and San ta Fe, the two western roads who stan d to profit most by an increase  in the  per  diem rate  con tribu te only three-fifths as many boxca rs to the  nat ional fre igh t car  fleet as do the two larg est  net per diem debtor  roads, who are called upon to pay the lion’s sha re of any such increase.
Now this  theory that  an incent ive element  in the per diem ra te  will resolve llie boxcar shor tages during harves ttim e is a very old one. It  has been tried time af te r time for  many years. It  has neve r worked. This  history was briefly reviewed by the Federal dis trict cou rt here  in the  Distr ict  of Columbia in 1947 when the court set aside an ear lie r att em pt by the Commission to
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increase  the per diem ra te  to benefit car util izat ion. This  is what the  cou rt 
sa id :

“Although the  sho rtage of car s in post -harvest time in the  West  is a very  old 
problem, and  alth ough the  per  diem charg e has been successively  increased 
over the  years, the re is no finding of fac t in this record, and no evidence, so 
fa r as we are  advised, th at  the  increase  has  ever caused  the slightes t improve­
ment  in the  s ituation .”

The Court then  wen t back 40 years and  aga in 30 years and then  observed :
“Over thi s whole period of time the per diem has been increased  from time 

to time. I t was orig inal ly 20 cents and  increased  over the  yea rs unt il in 1946 
it was $1.15 and has  now gone to $1.50. And now the difficulty seems to be 
precisely as it has  been these many yea rs.” {Palmer v. U.8., USDC, DC 1947, 
75 F. Supp. 63 at. 70.)

Why hasn’t the  device of an incentive per  diem ra te  ever worked to increase  
the boxcar supply? Because all it does is to tak e money out of the pockets of 
the  least profi table road s—the traff ic-terminat ing roads, to swell the  profi ts 
of the  most prof itable road s—the traffic-or iginating  roads. But actual ly the 
large net  per  diem debtor road s togethe r con trib ute  a substantially  larger  pro­
port ion of the boxcars of the country  tha n do t he  l arge per  diem creditor roads , 
who will profit  by the increased  rate s. So a higher  per  diem ra te  simply re­
duces the  resources of one group of carownin g roads, and swells the  profits  of 
anoth er group of roads, thereby depleting  the  abi lity  of the  form er group to 
supply  and  renew boxcars . And th at  group of suff erer s from an increased per 
diem rat e contribute many more boxca rs to the  nat ion al ca r fleet tha n do the 
benefic iaries of  the pe r diem increase.

I will back th at  statement  up with  au tho ritative  fac ts and figures illu str ating  
one of the major  devices th at  has  been used in the pa st to increase  the per  diem 
rate. They show you the  damag ing impact of this  so-called incen tive per  diem 
incre ase on the co unt ry’s boxcar supply.

In 1953 the  AAR sub stit uted “estimated reproduction  value” for  actua l cost 
of the Nat ion’s fre igh t ca r fleet, as the base for calculatin g the charges of de­
prec iation on the fre igh t ca r fleet reflected in the per diem charge. The AAR 
weren’t pikers abou t it. By this device they added over $4 billion to th at  base, 
increasing it from $5,416,305,351 to $9,587,048,000. Since this  increase is charged 
off in 30 ann ual  installm ents , thi s device increased  the overall per diem by 
$130,127,170 per year.  Now let us see what the impact of this incre ase is on 
the  car supply.

First , it mus t be noted th at  the  car supply has  not  increased  since th is  heavy  
“incentiv e” inflat ion of the per diem ra te  in 1953; it has gone down—and gone 
down very markedly. I intro duce d a char t in the hea ring s on S. 1063 which 
shows this. Of course, the  revenue fr eight ca r loadings  s imilarly  have gone down 
markedly in th at  period, as th at  char t also shows.

In considerable part, of course, th is  is due to the enormous governmental sub­
sidizat ion of competitive  forms of transp ort ation . In the pos twa r years in the  
fou r New England States served by the Boston & Maine alone, more than  $6 
billion of taxpa yer s’ money ha s been spent on highw ays.

Bu t the major reason why thi s increase  in the  per diem ra te  faile d to increase  
the  car  supply is that  the level of the  per diem rate  is not  the motive for  ac­
quis ition  of cars. Cars  are bought to meet the  needs of the  rai lro ad’s shippers. 
Mr. Perlman , president  of the New York Central , made this very clear in his  
testimony in opposition to S. 1063 in Jun e 1963 at  pages 71 to 74 of the record 
of those hear ings . He described the  “most gla ring” of the “false assumpt ions” 
on which S. 1063 was dra fted as being the concept th at  the imposition of a h igher 
per diem charg e will induce  the  cons truction of  more cars . He pointed to the 
fac t that  the New York Cen tral,  one of the largest per diem debtor roads,  “has 
invested approximately $200 million  in fre igh t equipment” since 1956 (p. 71), 
and sa id :

“Le t me emphasize th at  the decision to buy thi s equipment  was ent irely un­
relate d to the  level of per  diem charges . It  was  based  on the  needs of our 
shippers. If  the per diem ra te  we re doubled, the  only res ult—insofar as the  New 
York Cent ral is concerned—would be to  increase our  per diem deficit and make 
us less able to buy equipment  to meet the  transp ort ation  needs of our shippers” 
(P- 72).

After  developing thi s with concrete illu strations, he then said (a t p. 73) :
“From these  examples I think it should be clear that  the  enac tmen t of this  

bill, no ma tte r how well inten tioned, will not serve  to increase  car  ownership 
among the deficit roads . It  will  only increase  the deficit of the  terminating
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lin es , fo r re as on s w hi ch  are  a t le as t part ly  beyond  th eir  co nt ro l, an d a t th e  
same tim e un ju st ly  en ri ch  th e mor e pr os pe ro us  ra il ro ads—th e so-call ed  cre d it  
pe r die m ro ad s. ”

An d a gai n  a t pa ge  74, Mr.  Per lm an  s ai d :
‘ But  w he th er  th e (p er di em ) ra te s ar e  too  high  or  too  low is  no t re le van t to 

th e qu es tio n of  c a r  ow ne rship.  The  New Yo rk C en tral  will  ac qu ir e cars  to  
me et it s ob liga tion s to  it s sh ip pe rs . It  wi ll no t be fo rc ed  in to  m ee ting  th e c a r­
ow ning  ob liga tion s of  anoth er  ra il ro ad  by th e im po si tio n of  a sp uri ous in ce nt ive.  
I t co uld no t e co no micall y do  so.

‘•In su m m ar y,  S. 1063 shou ld  no t he pa ss ed  be ca us e it  wo n’t do th e jo b fo r 
wh ich  it  is al lege dly desig ned. It  won 't ca us e de fic it ro ad s to  bu ild  mor e ca rs . 
I t  will  unfa ir ly  pe na liz e ro ad s wh o are  al re ady  m ee ting  th e ir  c a r ow ne rs hi p 
ob lig at io ns , in  s tr ic t ob se rv at io n of th e gu id in g pr in ci ple  of  c a r ow ner sh ip .”

Now w hy  is it  th a t an  “inc en tive ” i nc re as e in  th e per  die m ra te  wor ks  to re du ce  
th e ca r supp ly—no t to  in cr ea se  it ?  I ha ve  her e a chart , in  tw o part s,  which  
show s th e m ajo r an sw er  to  th a t qu es tio n,  and I wou ld lik e to  put it  in to  th is  
reco rd . I t is en ti tl ed  “H ow Rep ro du ct io n Cos t New in  th e P er  Diem  R ate  
D ef ea ts  It s  The or et ic al  Objec tiv e an d Im pe de s Rep lace m en t of th e C ar  F le et .” 
Thi s ch a rt  is ba sed on  au th o ri ta ti ve  fig ures  fo r th e year 1960. The  so ur ce s of  
th e  fig ures  a re  show n in th e fo ot no te s a t th e bo tto m of  th e tw o p a rt s  of  th e  
ch ar t.

Thi s chart  in co nt ro ve rt ib ly  dem on st ra te s th a t th e  he av y so -call ed  in ce nt iv e 
in cr ea se  of th e pe r die m ra te  in  1953 has  wor ke d in re vers e ; i t  has  simply 
fu rt h e r de pl et ed  th e re so ur ce s of  th e ra il ro ads who  contr ib u te  pri nci pal ly  to th e 
countr y’s bo xc ar  supp ly , an d has  mad e them  (in Mr . P erl m an’s w or ds ) “less 
ab le  to  buy eq ui pm en t to  m ee t th e tr an sp o rt a ti on  ne ed s of  th e ir  sh ip pe rs .”

P a rt  I of th is  ch a rt  show s th a t of  th e $780,677,830 which  w as  th e to ta l j>er 
die m bi lle d by cl as s I ro ad s in 1960, 86.6 pe rce nt , w as  ca nc el ed  out by  of fse ts 
o f  de bi ts  ag ai nst  cre d it s to  the ex te nt th a t th e  tra ffi c of th e in div id ual  ro ad s was  
in  ba lanc e be tw ee n tra ffi c te rm in ati ng  and  tra ffi c ori g in at in g . So on ly  13.4 
pe rc en t o f th e to ta l per die m bil led  ac tu a lly  ch an ge d ha nd s.  Of  th e $780,677,830 
to ta l pe r die m bi lle d,  on ly $104,481,514 ac tu a ll y  ch an ge d ha nd s.  T h a t is th e 
am ou nt  wh ich  w as  ac tu ally  pai d ou t by n e t per die m cre d it o r ro ad s.

22.4 pe rc en t of  th is  pe r die m hil l re pre se nte d  th e  in cr ea se  in th e  ra te  due to  
th e in fla tio n of  th e  dep re ci at io n an d in te re st  ch ar ges  in je ct ed  by  su bst it u ti ng  th e 
elem en t of re pr od uc tion  co st  new fo r ori gin al  co st  as an  at te m pte d “inc en tive .” 
Th e ne t re su lt  is th a t ac tu ally  on ly 3 per ce nt of  th e  en ti re  to ta l per  die m hil l 
ac tu ally  ch an ge d ha nds as  re flec tin g th is  “ in ce nt iv e” in cr ea se . Thi s w as  $23.- 
43,859. Now w he re  did th is  in cr ea se  go an d w hat w as  th e im pa ct  of  it  on 
th e fr ei ght  car flee t an d no tabl y on th e box ca r fleet of  th e co un tr y?  T his  is 
show n in part  I I  of th is  c har t.

Of  th e 13.4 pe rc en t of  to ta l I960  i>er diem  ch ar ges  th a t w er e no t ca nc eled  ou t 
du e to  ba lanc ed  tra ffic, 76.75 per ce nt , mor e th an  th re e- quar te rs , w as  pai d to  th e 
nine  la rg es t ne t pe r die m cr ed it o r ro ad s.  As  I ha ve  in di ca te d be fore , th es e nin e 
be ne fic iar ies  of th e  g re at bu lk  of  th is  per  diem  ra te  in cr ea se  in cl ud ed  th e ve ry  
prof ita bl e B ur lingt on an d S anta  Fe . B u t six of  th es e nin e w er e th e  la rg e coal 
an d iron  or e pr od uc in g ro ad s as show n on my  fi rs t ch a rt —wh o ge t ab out two- 
th ir ds of th e to ta l benefit , an d who se  m ajo r in te re st  so fa r  a s  cars  is co nc ern ed , 
is no t in th e tyi>e o f ca rs  th a t will  do  t he  w es te rn  fa rm er an y good w hat ev er .

An ap pr ox im at el y eq ua l am ou nt , $80 m ill ion,  w as  pa id  ou t in net  pe r die m 
de bi t ba lanc es  by th e 19 la rg est  net  i>er diem  deb to r ro ad s.  The  so-call ed  in ­
ce nt iv e ele men t am ou nt ed  to  aggre gat e ca sh  pa ym en ts  of abo ut $18 mi llion .

Thi s $18 mill ion w en t to  nin e ro ad s who  as  a gr oup ow ned 155,934 bo xc ar s.  
22.51 pe rc en t of  th e coun tr y ’s to ta l.  B ut  th e 19 la rg est  per  die m deb to r ro ad s 
th a t pa id  ou t th is  mo ney cont ri but ed  a  ve ry  mu ch  la rg e r per ce nt ag e of  th e 
co un tr y’s bo xc ar  fl ee t; 275,679 bo xc ar s,  39.80 per ce nt of  th e  co untr y’s to ta l.

Now I su bm it to  you di st in gui sh ed  ge nt le m en  th a t it  w ill  re quir e mor e th an  
plau sibl e th eo re ti ca l ar gum en ts  by Mr. Eld on  M ar tin or an yo ne  el se  to  sho w 
how  it can in cr ea se  o r rene w th e c ountr y’s b ox ca r flee t, to  t ake $18 mill ion a yea r 
aw ay  fro m a gr ou p of ro ad s th a t con tr ib u te  m or e th an  275.000 bo xc ar s to  th e 
co un tr y’s bo xc ar  flee t an d m ak e them  pay  th a t mo ney ov er  to  ju s t nine  ro ad s 
wh o as  a gr ou p co ntr ib ute  on ly  56 perc en t as  m an y bo xc ar s to  th e countr y’s 
bo xc ar  flee t as is  co nt ri bu te d by th e ro ad s whi ch  m us t de pl et e th e ir  re so ur ce s 
to  g ive  th is  prof it w in df al l to  th e fa vo re d nine .

Th ese st a ti st ic s an d th es e c a r ow ner sh ip  figu res a re  au th o ri ta ti v e  and un co n­
trov er tibl e.  Th ey  show  th a t an y in cr ea se  in  th e per die m ra te  fo r “ in ce nt iv e”
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pur po se s sim ply fu rt h e r de pl et es  th e re so ur ce s of  th e ro ad s le as t ab le  to  pa y fo r 
new ca rs , an d to sw ell  th e pr of its  of  th e nine  ro ad s be st ab le  to pa y fo r the m.  
Th e 1900 ra te  of  re tu rn  on av er ag e ne t in ve st m en t of  th e 19 ro ad s which  a re  on 
th e pa yi ng  end w as  0.(58 pe rc en t. Th e nine  ro ads wh o rece ived  th is  “i n cen ti v e ' 
mo ney en joye d a re tu rn  on av er ag e ne t in ve stm en t of  3.88 pe rc en t. And. in ci ­
de nt al ly , no t a  ni ck le  of  th is  w in df al l pro fit  is ea rm ark ed  fo r re ne w al  or  ac qui­
si tion  of  ea rs . I t  is  al l av ai la ble  to  in cr ea se  th e di vi de nd s to th eir  stoc kh olde rs .

B ut  th e 19 ro ad s wh ose re so ur ce s were th us de pl et ed  to th e tu ne o f  man y mil­
lio ns  of  do ll ars  a year by th e “i nc en tive' ’ i>er die m in cr ea se  contr ib ute  a ve ry  
muc h la rg er pe rc en ta ge of  th e countr y’s bo xc ar  tleet  th an  th e 9 ro ad s fo r wh ose  
fina nc ia l l>enetit an d pro fit  II. R.  7165, or  si m il ar bil ls,  if  en ac ted,  wil l op er at e.

The se  fa c ts  dem onst ra te  th a t th es e bi lls  no t only th re a te n  fu rt h er gr av e in ju ry  
to  th e nat io nal  sy stem  of ra il  tr ansp ort a ti on , a co ns id er ab le  nu m be r of  wh ose  
v it a l co mpo ne nt s are  al re ad y fa ci ng  a de» i>e rate  st ru ggle  fo r econom ic su rv iv al , 
bu t als o,  if en ac te d in to  law an d pu t in to  effect wi ll hu rt  th e fa rm er co nst it u ­
en ts  of th e mem be rs  of th is  co m m itt ee  by fu rt h e r re du ci ng  th e countr y 's  supp ly  
of  b ox ca rs .

In  th e ir  pr es en t fo rm  th es e bi lls  ar e  part ic u la rl y  viciou s be ca us e th ey  re quir e 
bl an ke t ap plica tions  by th e Co mm iss ion  of  in cr ea se d c a r re n ta l ch ar ges  upon  al l 
ra il ro ads al ik e.  Th es e bi lls re quir e th a t th e me dicin e wh ich  ma y la* an  ap pr o­
p ri a te  pr es cr ip tion  fo r th es e ra il ro ads wh o ha ve  fa iled  to  mee t th e ir  ca r- su pp ly  
ob lig at io ns , w ill  he shov ed  do wn th e th ro a ts — to th e ir  fin an cial  ru in —of  thos e 
ro ad s who ha ve  fu lly me t th e ir  ob liga tion s to  fu rn is h  th e ir  fa ir  sh are  (o r mo re 
th an  th e ir  fa ir  sh are ) of ca rs , bu t th e te rm in al  na tu re  of  wh ose tra ffi c mak es  
th em  i ne sc ap ab ly  net ca r re n ta l pa ye rs .

U nd er  th es e bi lls , un am en de d,  th e  Co mm iss ion  is no t re quir ed  to  tr an sl a te  
th es e fa cto rs  in to  pr ot ec tive  ac tion . Th e Sen at e reco gn ized  th a t th es e fa cto rs  
sh ou ld  be co ns id er ed  by th e Com m ission ; it in co rp or at ed  an  am en dm en t wh ich  
ad de d to  S. 109S th e 11 c on clud in g lin es  of th a t bil l as  it w as  fin all y pa ssed . But  
th a t am en dm en t w as  merely perm is si ve;  it  di d not  re quir e protec tio n, fo r thos e 
ro ad s which  are  fo un d to  ow n th e ir  fa ir  sh are  of  cars  bu t wh ich , lie ca use they  
se rv e th e va st  po pu la tion s of  co ns um er s (o f w he at , ply wo od, an d o th er  bu lk 
fr e ig h t)  a re  pre po nd er an tly  tr af fi c- te rm in at in g ro ad s.

The  B ur ea u of  Cen su s puts  th e  urb an  po pu la tion  of  th is  co un try pr es en tly  at  
about 70 jie rcen t. W itho ut  low -co st tr ansp ort a ti on  of  bu lk  co mmod iti es  to  th e 
m ark ets  whe re  th ey  a re  co nsum ed , th e  cost of  v ir tu a ll y  eve ry th in g th e co ns um er  
bu ys —fr om  br ea d to  bu ildi ng  m ate ri a ls —wi ll go up  in or din at el y.  The se  bi lls  if  
pa ss ed  w ithout am en dm en t wi ll as su re  th a t re su lt . To  give  re al  pr ot ec tion  fo r 
th e in te re st s of  th is  co untr y’s co ns um ers, by pr ot ec ting th e ro ad s which  se rve 
th em , th e Con gress sh ou ld  di re ct  th e  Co mm iss ion  to  g ive eff ec t to  th es e fa ct or s.

The  pr ed om in an tly traf fi c- te rm in at in g ro ad s th a t se rv e th es e a re as of  co n­
su m er s m us t no t be fu r th e r pe na liz ed  fin an cial ly , sim ply be ca us e som e ro ad s of 
th e  co untr y  a re  fo un d to  be re m is s in th e ir  co ntr ib ut io n to  th e nat io nal  ca r 
su pp ly .

T his  legi slat io n,  if  pa ss ed , sh ou ld  a t le ast  be  am en de d to re quir e th e Co mm is­
si on  to  co ns id er  th e  fa c to rs  spec ified  in th e  la st  11 lin es  of  S. 1098, and to  re ­
qui re  th e Co mm iss ion  to  be se le ct iv e in  th e  ap pl ic at io n of  it s re med y,  an d no t 
ap ply it  w he re  t he med ic ine is  n ot  ne ed ed . To  t h is  en d. th e fo llo wing am en dm en t 
shou ld  he  a d d e d :

“I n  th e co ns id er at io n of  an y el em en t incl ud ed  in dete rm in at io ns purs uan t to 
th is  para g ra ph  as an  in ce nt iv e to  car ac qu is it io n an d m ai nte nan ce  th e  Co mm is­
sio n sh a ll  m ak e su ch  el em en t in ap pli cab le ; (1 ) to  ca rr ie rs  det er m in ed  by th e 
Co mmiss ion as ow ning  a n  a dequate  n um be r of  f re ig h t cars  to  m ee t th e ir  responsi­
bil it ie s to  th e  ne ed s of  c om merce  and  th e national  de fens e ; (2 , to  c a rr ie rs  w hich  
te rm in ate  a su bst an ti a ll y  hig her  pe rc en ta ge of  in te rl in e  tra ffi c th an  th ey  origi ­
n a te ; (3 ) to  ty pe s of  fr e ig h t cars  th e  su pp ly  of  which  th e  Co mmiss ion fin ds to  
be ad equa te ; and th e Com miss ion may  m ak e su ch  elem en t in ap pl ic ab le  (4 ) to 
su ch  o th er ca se s or  ci rc um st an ce s as  th e Co mm iss ion  finds to  In* in  th e publi c 
in te re st .”

W it hout su ch am en dm en t, th e  en d re su lt  of  th e pa ss ag e of  th is  legi sl at io n 
w ill  he d is ast ro us to  th e  pre ponder an tly  tr af fi c- te rm in at in g ro ad s which  se rv e 
th e  bu lk  co ns um er s of  th is  co untry (w ho se  in te re st s a re  a t le ast  of eq ua l na­
ti onal  im po rt an ce  to  th os e of  th e  ro ad s wh o se rv e th e hu lk  pro duce rs ),  an d to  
th e  nati onal ra il  tr ansp ort a ti on  sy ste m.

(The chart s attached to the prepared statement of Mr. Newton are 
as follows:)
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Mr. Newton. Mr. Chairman, 1 would like to make three points and 
then offer a solution that I think  will work.

Now, the first point tha t I think yon gentlemen should have brought  
to vour at tention is—and I know this may seem somewhat shocking— 
the futi lity of this legislation in its present form ,and I say tha t fo r this 
reason, sir.

In my considered opinion as a lawyer and having studied this whole 
problem for almost 15 years now, on and off, both as a consultant to 
the Government and in other governmental capacities as well as in 
private practice and very close affiliation with the railroad industry , 
this law, if passed in its present form, without an amendment which 
I will subsequently suggest, will not be held valid by the courts.

The reason it won't—well, let me come to the reason in a moment. 
If  I am right in what I say, tha t it will not be held valid by the courts 
once it is applied by the Commission, then it will simply mean 10 or a 
dozen more years of litigation, ending up right back where we started 
without accomplishing anything, and I know you gentlemen do not 
want that  result. But if previous decisions of the Supreme Court of 
the United States mean anything,  then this  legislation unamended does 
not meet the test of valid regulato ry action that the Supreme Court 
has laid down.

That  test is simply this:  that regulatory action is invalid unless it 
has—and I am using the words of the Supreme Court—
un le ss  it  has  a re al  an d su bst an ti a l re la ti on  to  th e ob je ct  so ug ht  to  be a tt a in ed  
by th e  re gula to ry  ac tio n.

Now, sir, this brings me to my second point. If  I may, I will de­
velop these briefly afterward.

My second point is th at this bill in its present form does not meet 
tha t test. It will not accomplish the objective that it seeks to a ttain, 
but, on the  contra ry, if put into application, it will actually work to 
diminish the car supply of the country, particu larly the boxcar supply 
of the country.

Now, I do not expect to give you any g litter ing generalities in such 
a proposition, but that b rings me to my third point.

Now, one of you gentleman—I am not sure that it was not Mr. 
Younger—asked yesterday why hasn't  the industry already put an in­
centive into the rate. Why hasn't the industry tried it ? And nobody 
has told you gentlemen that the incentive is in the rate and has been 
in the rate since 1953 by industry action and by encouragement from 
the Interstate  Commerce Commission, and that incentive has been 
verv material and very substantia l, amounting to millions of dollars, 
and it has failed.

Now, I do not know any better way to predict the future than to see 
what has happened in the past with an incentive per diem rate. Gen­
tlemen, in 1953, the AAR membership voted a big incentive into the 
per diem element, into the per diem rate, and it has been in there ever 
since.

Now, I would like, instead of going through my development of 
this as I have in my statement , to invite the attention of you gentle­
men to the last page—it is a double page—a chart—and ask if you 
would look at it. You each have a copy. It is the double sheet.

These charts, gentlemen, are based on the basis of official figures.



214 NATIONAL FREIGHT CAR SHORTAGE

The sources are given in each case down below. They have been in­
troduced into the proceedings before the Commission. The Bur ling­
ton has been unable to a ttack the veracity o r val idity of one single set 
of these charts. These charts stand uncontested. Now, here they are.

This chart, if you gentlemen will understand it, I thin k will show 
the key to the type of legislation that  is needed. I may say, inciden­
tally, tha t I agree with your suggestions, tha t the Commission ought 
to be empowered to do something about it, but not something futile, 
not something tha t will not work, not something tha t will have the 
reverse efl’ect of  what is intended.

Now, i f I may invite your atten tion: Fir st, these figures are actual 
figures of the per diem billed for the year 1960. Now, the first bar— 
and it all to scale—shows the total per  diem billed, $780,677,000. That  
is the total per diem billed. Now, the shaded portion, almost $175 
million, represents the  incentive element tha t was injected into the per 
diem rate by action of the industry in 1953 and subsequently.

Here is what they d id : In  1953, the industry decided that  they would 
inject into the per diem ra te depreciation based on what they call re­
production cost new, not actual cost. In other words, if a car cost 
$5,000 and it is in service, but i f it would cost $10,000 to build today, 
they would figure the whole fleet at  reproduction value, and then de­
preciate on tha t basis. Tha t added $4 billion—not million—$4 bil­
lion—to the depreciation rate, and in addition to that,  in 1956, afte r 
decision by the Inte rstate Commerce Commission, which the court sub­
sequently set aside, the industry added a fur ther incentive by incor­
porat ing in the per diem rate interest based on reproduction cost, not 
actual investment. So that  today the prope rty investment of railroads 
that  is most productive of profit, most profitable of  any railroad p rop­
erty, is investment in cars, because incorporated in the original basis 
under the Palmer case was all the costs of ownership and maintenance, 
contrary to Mr. Martin, who said they lost money on it.

Tha t is the law. They must be compensated in full plus 6 percent on 
their  cost. So they add about two-thirds more. They get about 10 
percent return on every dollar invested in cars, and the average return 
on property  to the ra ilroad industry is less than 3 percent countrywide, 
and in the E ast it is less than 1 percent, in the terminal carriers of the 
East. So tha t we start  from the  fact tha t in contradistinct ion to ra il­
roads losing money on their  cars, it is the  most profitable single invest­
ment that any carrier  can have.

But as Mr. Perlman made clear yesterday, you can’t buy cars i f you 
can’t, use them, and it is the duty of  the originating carr ier to take care 
of its customers, that is to say, its shippers. And the termina ting c ar­
riers serve the consumers.

According to the census, 70 percent of the population of this country 
is in urban centers, consuming centers. Those are served by the ter­
minal roads that have to receive the cars from the West, that  terminate 
them and that  don’t have enough loads to send back in them.

Now, I would like to show wha t has happened to this incentive by 
this chart, sir. Twenty-two percent, the shaded portion of that first 
bar, tha t is the incentive element, $175 million a year. That is an 
incentive. Now, what happened to it ? The next two charts show what 
happened to it.
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Eighty-six, almost eighty-seven percent, as Mr. Burks  mentioned, 
was simply canceled out. You take a road like the Atla ntic  Coast 
Line, for example, that  has its rental charges paid out about roughly 
equivalent to its  rental  charges coming in. It  does not make any differ­
ence what they charge $1, $2, $200 a car-day. I t makes no difference, 
it washes out. That is a case where all roads th at have balanced traffic 
neither a predominantly originating or a predominantly terminating.  
So, 86 or 87 percent, as Mr. Burks said, was washed out by offsets.

Now, tha t left 13 p erc en t, the little bar there [indicating]  ; 13 per­
cent was the total net per diem credi t received by the net per diem 
credit of roads. The exact amount is given there. That was the only 
amount tha t changed hands.

Now, 22 percent of the pe r diem rate is an incentive element and has 
been for  the last number of years; 22 percent of $104 million  was $23 
million. So, out of $780 million per diem billed, $175 million incen­
tive, actually  only $23 million changed hands. That is all tha t 
changed hands. And of that , $23 million was the incentive element, 
about 3 percent of the total per diem billed.

Now, let’s take the second element of t ha t chart and see who got i t 
and who paid for it and what the car ownerships were. I see over 
three-quarters of the per diem credits received—I am tak ing $80 mil ­
lion—over three-quarte rs wyere received by just nine roads, all of them 
wealthy roads. Down at the bottom on the left, it shows they have a 
return on average net investment of almost 4 percent, and they received 
$80 million, nine roads.

Now, who are  they ? Let ’s see wdiat they are and let’s see what their  
boxcar ownerships are. These are cold In ters tate  Commerce Commis­
sion figures. The Norfolk & Western, the Pitts burgh & Lake Erie , 
one of the New York Central System, the Chesapeake & Ohio, Louis­
ville & Nashville, Southern Pacific, Burlington, Bessemer & Lake 
Erie, Western  Maryland, and Sa nta Fe.

Now, incidentally, note Mr. Mar tin’s comment yesterday that he 
represented railroads from all sections of the country. Who did he 
represen t from the East. He said he was speaking for the Norfolk  & 
Western, although Mr. Smucker also speaks for the Norfolk  & 'West­
ern. They have some mixup there. Then, there is the  Chesapeake & 
Ohio, and the Western Mary land, big coal loaders, big coal originators, 
and the B. & O., which of course is controlled by  the C. & O.

Now, let’s see how many freig ht cars they own. The ir total owner­
ship, of those nine roads to which goes over three-qua rters of the in­
centive element, owmed 28 percent of the total of the country’s box­
cars. I do not  know where Mr. Mart in gets his figures. And of the 
boxcars, 22 percent of the coun try’s total.

Now, who paid out tha t money, Mr. Chairman and gentlemen?
Who paid out tha t money ? We have taken a figure slightly under 

that to make i t about th e same amount. The 19 largest ne t per diem 
debtor roads paid out that money, and who are they ? The Pennsyl­
vania and New York Ce ntr al; New Haven—whom I speak for—Erie - 
Lackaw anna; Milwaukee, who is opposed to this bill ; Baltimore  & 
Ohio; Central of New Jersey; Boston & Maine—whom I  speak for-— 
Long Isla nd;  Rock Isla nd;  Northwestern Pacific; Wabash; Elgin, 
Joliet & Eas tern ; Missouri-Kansas-Texas; Southern; Pennsylvania- 
Reading Seashore; Pacific Ele ctr ic; and Reading.
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Now, how man y car s do they own ? The y own substan tia lly  more 
cars than  do the  large  rec ipient s of  t hi s incentive , and the y own very 
sub stantially more lioxcars than  the recipie nts  of  the ince ntiv e ele­
ment.

On boxcars, which is y our pa rt ic ul ar  inte res t, the re is 40 percen t— 
39.80 perce nt of  the  co un try ’s to ta l box cars  are  contr ibu ted  by those  
19 roads who are  on the  pa yin g-ou t end of the  ince ntive, 40 perc ent.  
There  it is. Those are  In te rs ta te  Comm erce Commission  figures. I 
do not know where  Mr. Martin  ge ts his  figures.  These will stand  up, 
and  they will s tan d up in c our t, as they have s tood  in the  Commission, 
and  the Comm ission heari ngs t hat we have had , because  th ey a re from  
the  In te rs ta te  Commerce  Com miss ion a nd  th e Associatio n o f Amer ican  
Ra ilroads official figures.

Now, here are  19 roads, gen tlem en, that  contr ibu te 40 per cent of 
the  boxcars, and they pay out  ove r thr ee -qu art ers  of  a ll incentive ele­
ment , pay i t out ; they  do not get it, th ey pay  it out.

Now, will you tell me how th at  is going to imp rove th ei r cap aci ty 
to increase  the  car  sup ply  of the cou ntry, when they are  makin g an 
average  of  less than  1 per cen t on thei r money , and  they are  pa yin g it 
to roads, to nine  roads, that  mak e almost 4 percen t on thei r money?

Let me give  you one more  fac tor here  to show how the  incentive 
element works in rever se. Al l you do is dep lete  the  resources of the  
roads tha t su pply m ore cars, mo re boxcars.

I f  you will look at the  first ch art , which is a sing le page jus t before  
that , you  will see where almost, tw o- thi rds of  th e pe r d iem goes to  just 
six roads. Th is is on the  fi rst  c ha rt.  These hap pen  to be 1961 figures. 
It  does not ma tter. All these years  are appro xim ate ly the  same, the  
same resu lt.

In  1961, $60 mil lion , almost $61 mill ion,  of the  tot al net pe r diem 
credit s were pa id to ju st  seven net cre ditor  tie rdie m roads,  j ust seven. 
Wh o are  they  ? Norfo lk «& Western, Pi tts bu rg h & Lake  Erie, a big  
steel ori gin ato r. Mr.  Pe rlm an  yes terd ay told you about that . Th at  
is why the  New Yo rk Ce ntra l can afford, because it owns the  P it ts ­
burgh  & Lake Er ie , th ei r pe r diem cre dit s offset the  Cen tra l’s debi ts. 
C. & O., L ouisvil le & N ashvill e, Bessemer & Lak e E rie , W estern  M ary­
lan d, Clinchfie ld, every one of  those  seven roa ds th at  get the  biggest 
benefit  here,  gentlem en, are not gr ain-or ig inat ing roads or plywood-  
or ig inat ing roads. They can't  use plyw ood cars.  They can only  use 
coal cars . An d thei r owner ships reflect that fac t, the  open tops, the  
lit tle  column the re,  and look at thei r boxcars—Sy2 per cen t of the 
coun try ’s to tal .

Now, on the  oth er hand , if you take that  same amoun t of money, 
$60 mi llion , w hich  was p aid out in th at  year , by  th e b iggest ca r owners  
of all,  t he Ce ntr al,  t he Pennsy, and  the  o thers nam ed there, they own 
no t 8i/2 percent but  over 28 percen t of the  co un try ’s boxcars,  and  these 
are tak ing  money by th is  incent ive rat e away, in orde r to pu t it in the  
pockets of  the  big  coal- carry ing , coal-ori gin ati ng  roads.

Now, g entlemen, those fac ts illus tra te what I am tryi ng  to  get over, 
and  I  w ant  to  now sum marize  my o the r tw o poi nts  in the lig ht  p f  this . 
Th at  was my th ird  point . It  w orks  in reverse.

The Chairma n. Suppose  you  are  given au thor ity , sir,  t o deal  with 
th is c lass o f cars  in which the re is a sho rtage and  that  the Comm ission
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in making its study and investigation were to determine that the real 
problem is with a certain type or group of cars, and tha t the Com­
mission deal with that group of cars? It does not necessarily mean 
they have to deal with all of these others where the problem is not 
acute.

Mr. Newton. I agree fully with you, sir. But the one thing that 
is going to save this legislation is-----

The Chairman. Is those on th is committee and in the House.
Mr. Ne wton. If  it is going to be related to the objective which it 

seeks. Now, the idea of increasing the per diem rate simply penaliz­
ing use to the  roads that take the bulk commodity from the West and 
terminate it at market-----

The Chairman. I think the  record  should show what the facts are. 
I do not find anything in these proposed bills, Mr. Newton, tha t says 
that the Commission may invoke a penalty per diem rate or increase 
rates.

Mr. Newton. Oh, an increased element, yes, an increased incentive 
element.

The Chairman. It  does not say it is increasing anything. It says 
it shall be computed on the basis, and so for th, and it provides a fair  
return . It  does not say th at these rates shall be changed, increased, 
or reduced.

Mr. Newton. The only thing i t enables the Commission to do that i t 
does not now have the power to do, Mr. Chairman, is to  include an ele­
ment of incentive. But th at is an addit ion.

Now, the incentive element, the troub le with this  bill in its present 
form—and I will come to  my proposed amendment—is that  it tries 
to drive  a nail with a shotgun instead of a hammer. It  shoots every­
body.

The Chairman. I think  you are r ight about that.
Mr. Newton. That is the  trouble, and that  is where the courts, in 

my humble opinion, are not going to sustain an applicat ion as being 
valid, as being related to the valid regulatory  purpose, and that is 
what Senator Johnston , of Colorado, said recently—May 1, and it is in 
the record here—before Senator Magnuson’s committee. He said 
this bill is loaded with speculation and guesswork, and it is, because 
it is not pinpointed to the evils sought to be remedied, to wit, the lack 
of freight  cars.

Now, there  is one thing, there is one element, of  that  amendment 
tha t was in the Senate  that  is vital to make it stand up in court and to 
orient  it and pinpoint it to the legislative  objectives sought, which you 
want and all us want, to increase the boxcar supply. Study it. 
Wh at cars are deficient ?

No, le t’s call a spade a spade. The Burlington and the Santa  Fe 
are the b ig grain  originators, and they are the ones that are runn ing 
short of both boxcars and plywood cars. Now, the last thing in the 
world they want is any study made as to  what roads are deficient.

Our railroads in the East will s tand up against any determination 
by the Commission tha t is based on the record as to whether we supply 
our adequate share. On the Boston & Maine, recent studies show they 
need for their local traffic only something like less than 300 cars. The 
Boston & Maine owns more than 3,000 cars, and they have great diffi-
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culty getting them off-line, because you unders tand—I am not sure 
the gent leman who asked the  question yesterday understands—that if 
we built 10,000 more cars and then we offer them empty to our con­
nections, they refuse to take them. They do not have to take them. 
In  fact, they are directed not to, because th at is a  waste to backhaul 
empties.

You can only buy cars if  you can use them. You pu t the incentive 
rig ht  in here. This does not mean tha t the Norfolk & Western is 
going to build more boxcars; they are going to build more open-top 
hoppers. Look at the Burlington itself. Mr. Mar tin did not show 
you the figures on his open-top cars. One hundred and twenty-five 
percent of his gondola cars and hoppers are on-line. He only told 
you about his boxcars. One hundred and twenty-five percent of his 
hoppers are on-line. Why? Well, obviously, because they are not 
suitable for the loading of grain. They are in the liorse-and-buggy 
age. Mr. Martin did not give you that  statistic.

Mr. Smucker showed me tha t figure yesterday, tha t official figure. 
One hundred and twenty-five percent of their hoppers are on-line, 
because they can’t use them and thus get them off-line.

Now, it  is not any good to try  to drive a nail with a shotgun instead 
of a hammer. If  I may just read what Senator Johnston said, be­
cause he is a consultant to the  Senate committee. He was for  4 years 
the chairman of the Senate Committee on Commerce, a man who is 
now Governor of Colorado, who is very knowledgeable on this subject, 
and he is their consultant, as I say, to the Senate committee.

In  a letter he wrote to Senator Magnuson on May 1, of this year, 
and I  refer you to pages 265 and 266 of th e record of the  fre ight hea r­
ings before the Senate on freight  car shortages, and I will just  read 
a sho rt excerpt from what former Senator Johnston had to say:

It  is presumed th at  a stiff increas e in per diem charges would coax someone 
into  build ing fre igh t cars.  However , such an ind irect app roach is loaded with  
speculation and guesswork.

And then I  will skip a bit.
Fifty  percent of American ra ilroads  are s trenuously opposed to it .
Those, I may interpolate, sir, are the roads which serve the markets 

of consumers, not the sparsely settled areas where they originate  the 
traffic but where they terminate  the traffic and have to send many 
cars back empty.

And 20 perc ent indicate no interest one way or the  othe r. Rai lroads as a 
whole wan t less and less  ICC reg ula tion rathe r tha n more.

Now, tha t is not very different f rom what a court said in  the Palmer 
case, and I  know the Palmer case. The court in the Palmer case said 
about regulation. I quote from page 68 of the official report  of tha t 
case. This is the  court’s language :

The per diem charg e is so complete ly unrelate d to the  evils sough t to be 
remedied by the  proposed  order th at  serious question would aris e as to its  
validity  as  a regula tion.

There, you will remember, in the Palmer case they tried to pu t an 
added load onto the per diem charge in order to hasten the quick 
turnaround. The court  studied that and s aid:
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A regulatory measure must have a real and substantial relation to the object 

sought to be attained—
citing Supreme Court cases to tha t effect.

This per diem, however, has no relation to avoidable delay or inefficiency. 
The per diem charge insofar as it penalizes, penalizes use and nonuse, efficient 
and inefficient use, avoidable and unavoidable delays alike. It  would be deemed 
arb itra ry as a regulatory measure under established rules of law.

Now, I have knocked around courts enough in my many years at 
the bar, gentlemen, to never predict what  a court is going to do. But 
iff these court precedents mean anything, this legislation, unless 
amended, is going to be knocked out.

All it means is gettin g 10 or a dozen more years of long and pro ­
tracted and expensive li tigat ion and getting nowhere.

Now, why not orient this  measure and make a hammer out of it 
instead of a shotgun to drive the nail you are trying to drive, which 
is more boxcars.

Fir st, require the first element th at is in the Senate amendment to 
not apply—in the Senate amendment—to a railroad t ha t is found to 
be adequate in i ts ownership of cars, to con tribute adequate measure, 
its fa ir share of the Nation’s car fleet. Natu rally , Eldon  Mart in 
opposes that  bitterly. We are willing to stand by i t.

We know tha t we contribu te more than our fa ir share. So does 
the New York Central, so does the Pennsylvania, the largest car 
owners in the country. Bu t the western railroads don’t.

They are the ones that  run  short. They are the ones short, and 
when they ship them off the ir line to market , it is no good to or iginate  
loads of traffic to eastern markets if the eastern rai lroads are all going 
to go broke, like the New Haven, and maybe pull thei r rails and lose 
those markets, so tha t the plywood will be shipped all the way from 
the West by truck to the southern New England  markets . This is no 
good for the national transportation system.

Now, w hat I suggest is to  amend this bill to accomplish two pu r­
poses: Fir st,  the purpose you want to atta in is to increase boxcars. 
Well, first, let the Commission find who is contr ibuting thei r fai r 
share and who is no t con tributing their  fa ir share, and  whatever teeth 
are pu t in, make it apply to the nail and not just  everybody alike 
and ruin some more eastern roads like the New Haven, one of the 
largest  elements of its going into bankruptcy being the heavy termina l 
charges. It  has four carloads of traffic for every load it  originates fo r 
shipment west, because it serves consumers. They have a problem 
ffettincr cars off their line, and there is no incentive in getting cars off­
line othe r t han  the fact tha t they get the cars offline as fast as they 
can because of the per diem rent. If  it was twice as much or three times 
as much, it would not get them off any faster. They get them off as 
fast as they  can.

The Boston & Maine has  an average turnaround  t ime of something 
like 5.3 days per car. It  is no t matched by any road in the country. 
It  is substantia lly below the nationa l average. They get those cars 
off j us t as fa r as they can, and all this talk  of the western railroads 
saying we appropria te the ir cars is perfect nonsense and will not 
stand up. I t is pure orato ry and it is not supported by facts.

54-8 99— 65------ 15
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Now, I  s ugg est  a second amendm ent.  I do not know if  you gentl e­
men realize it or  not, bu t with all th is incentive of $17G m illion a year 
th at  h as been in the  rat es  fo r many years  ther e is no t one requirement  
th at  1 pen ny o f it be devo ted to the. b uildin g of cars—not 1 cen t o f it.

Now, if you are  go ing  to hav e an ince ntiv e to build cars, why not  
require th at  the  incent ive  elem ent, every thing  over  and  above  re tu rn  
of cost plu s 6 p ercent  on investm ent,  tha t every p enny of  incentiv e ele ­
ment be set a side  in a fund  an d earm ark ed for t he  build ing of new ca rs.

I  think  i t ought to be requ ired . I  do  no t th ink th at  t he  Commission 
should be enabled  by you gen tlem en to make the  rich ric he r and  the  
poo r poorer.  We are  a cap tive marke t. We  have no option bu t to 
be car  ren ters and  to pay out  money , ra th er  than  receive it, into  the  
pockets of the  roa ds th at  are able to  pay  div iden ds.

Why  you should enab le them to  increase  th ei r div ide nds when you 
are taki ng  the money out of ou r pockets, the terminal roa ds’ pocke ts 
of the Ea st,  and  no t ea rm arking  it fo r the  reg ulato ry  purpose it  is 
inte nded,  I do no t know. I  th ink,  absolutely,  there ough t to be a 
requirement , an amend ment in there  to require, th at  every pen ny of 
the  incent ive elem ent in the  ra te  shal l be set aside ea rm ark ed  fo r the  
bu ild ing of cars as d irected by th e Commission.

The ( ’iiair man . Who  wou ld own the  car s ?
Mr . N ewton. Who wou ld own them?  I  suppose the  peop le th at  

bu ilt  them would no rm all y own them , but I wou ld th in k th at  the  
peop le th at  pa id  fo r them ought to have them  rent  free , bu t th at  is 
up to the  C ommission  to  decide—and the  courts. But  t hat  is the  way 
to get  your cars, if  you are  going  to use th is device.

Now, I  do no t t hi nk  thi s is t lie r ight  dev ice, bu t I real ize th e pressures 
and  prop ag an da  have been so thoro ugh from the West ern  roads th at  
can affo rd lobbyis ts who hav e come down here  and hav e worked on 
everybody and past comm issions—and not Mr. Webb . Mr. Webb, ob­
viously, tries to gr ap ple wi th th is prob lem. Bu t in the  pas t, the  Com­
mission has been b lind w ith  it.

In  1947—one of  you gen tlem en asked why we hav e not asked the 
Commission to do som eth ing  about  t his . Mr. Bu rk s’ organi zat ion  d id. 
In  1947, we asked them to  fix the rate. They di dn ’t do it. We asked 
them in 1953 to do it. Th ey  didn ’t do it.

The  only  tim e the y did it was when fina lly the Commission  pu t its 
stamp  of  appro va l on some ra te  increases th at  the AAR had loaded 
in here th at  were fa r beyond  the  costs of  ow nership , and  the  Comm is­
sion appro ved  it. The co ur t set it aside and , in effect, ma ndate d the  
Commission to do som eth ing  abo ut regu la tin g the  rate .

Now it is be fore th em again . Th is tim e th e th eo ry  is l et ’s avoid,  le t’s 
gloss over  the fact  th at the ra ilr oa ds  th at  own car s are  alr ead y 
ma kin g 10 or 11 percen t on th ei r investment as again st an average  
re tu rn  on investment of  less than  3 per cen t on prop er ty . Le t’s 
increase the incent ive and shotg un it and hope th at  maybe it  will in ­
duce somebody to bu y some cars.

It  won 't, as Mr.  Pe ar lm an  told you  yeste rda y. There  is no use in 
bu ild ing  cars  if  you ca n’t use them, and  un de r the  ca r service rules, if  
you can ’t get  them  off-line, wh at is the use of  havin g them  rus ted  out 
on a sid ing?

Wh y, one of the  r ai lro ad  presi dents  te stifi ed in a h earin g, he said— 
th is was the  li ttl e Sus queha nna Ra ilroa d over in Jer sey  t hat  jus t owns
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a few cars; it is local traffic, and can't  get any of them off-line. He sa id : “ If  I  built a thousand new shiny cars today, they would rust  out on siding.”

The only t ime they could be gotten  off-line was an emergency order of the ICC tha t requires a connecting ca rrie r to take an empty. I do not blame any railroad for wanting to make money for thei r stock­holders. Of course, they do not want to invest a lot of money in ob­
solete boxcars tha t they can only use for a month or two out of the year.

They would like to charge the eastern railroads  with  appropriat ing thei r cars so we would buy the cars and keep them on s iding for 10 months out of the year tha t we have no use for them. We can't  get them off except under emergency orders of the Commission. Tha t is 
what is really behind all this pressure.

So I  say, gentlemen, in the utmost of sincerity, it makes me sad to see you conscientious gentlemen coping and g rapplin g with a problem here, tha t if  you pass it in this  form I  am confident i t is going to be set aside, because i t does no t bear a reasonable re lation  to the regulatory objectives sought. So I am suggesting, to avoid th is, to  make this  use­ful, if  you are going to use this weapon-----
The C hairman. What do you contend is the objective sought?
Mr. Newton. The objective sought is to increase the national car supply, not to make the poor car ren tors poorer and enable the wealthy traffic-originating roads to pay higher dividends and not put a nickel into cars. Tha t does not have anything  to do with the accomplish­ing of the objective.
The Chairman. I would assume that  being such a distinguished gentleman involved with this, and with the knowledge you have, tha t you have read the bill.
Mr. Newton. Yes, sir.
The Chairman. It  certainly winds up by saying the Commission’s judgment will prevail. It  will provide a just  and reasonable compen­sation to freight car owners, contribute to a sound car service prac­tice, and cause the acquisition and maintenance of the car supply ade­quate to meet the needs of commerce and the nationa l defense.Mr. Newton. Yes, sir.
The Chairman. Isn' t that the  objective sought ?
Mr. Newton. Well, I would assume tha t is the  objective sought, but the Administrative Procedures Act requires, when the Commission exercises any such power, tha t the Commission must have the power and there must be a factual showing, not merely the Commission’s judgment in vacuo but a factual showing, tha t the determination of the Commission is based on those fac tors and th at those factors will be accomplished.
Now, this  bill, tha t merely, with a broadax, says everybody has got 

to pay a higher rate if the Commission says tha t is an incentive, is not going to stand up, unless it is pinpointed  to the legislative objectives sought, Your Honor.
Now, I have to be honest with you, gentlemen. I do not want to see 12 more, years of l itigation and end up where we sta rted from. That is why I am pleading with you, gentlemen, to pinpoint this legislation 

and make it oriented and direc ted to the  objective th at you, gentlemen, sincerely want to accomplish: Increase the boxcar supply. You can
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only do it in two ways. You have  to put in the bill , it seems to me, in 
order to make  it stand  up  and accomplish its objectives, two  t hing s:  
Fir st , you have to make it app licable only to those roa ds th at  are 
deficient in t he ir car ow nership,  an d the  Commission will have to  make 
th at  finding .

Mr. Webb says th ey can do i t o r t hat they would cons ider i t anyway . 
Require  th at  the y do it. And, second, th at  every penny of  incentive 
element be earmark ed and pu t into  a special fund  and used  fo r the  
purchase  o f fre ight  cars and not to ju st  increase div idends to the  rich  
rai lroad stockholders .

The  Chairman. We ll, Mr . New ton,  I suggested yeste rday—T thi nk  
it was—to somebody if pe rhap s the re could not be some thought given 
to a formu la th at  would meet th is prob lem. I  have no t go tten much 
reac tion to the  suggestio n. You are  the  only  one th at  has  come close 
to it .

Mr. Newton. I  would be gla d to work with any  of your  le gis lative 
assistan ts.

The  C hair man . It  seems t o me, u nd er  yo ur  second pro posit ion , you 
are for som eth ing  to go in her e t ha t the  courts would  knock dow n.

Mr. Newton. On  the contr ary,  I th ink it is one of two th ings  t ha t 
will val ida te the legi slat ion.  You  hav e go t to have it rel ate d to  t he  
objec tive sought,  and  ju st  pu tt in g a high er  incentive on a use in a 
cap tive  marke t is no t goi ng to accomplish an ything  in th e way  of in ­
creasin g the  car supply.

Tha t ch ar t shows wh at  has happened  in the pa st : no thi ng , no thi ng  
to indu ce bu ild ing  of boxcars. I t  w ill jus t make th e rich roa ds ric her 
and the  poor roa ds poorer.

The C hairman. Of course , i t seems to me you are ask ing  us to  make 
the rai lro ads set aside X  do lla rs and cents  which th e Congres s could 
direct the Comm ission  to  tell  a ra ilr oa d it  h as got- to  pu t all of it in 
boxc ars or fre ight  cars or some thing  else wh eth er they  need them or 
not.

Mr. Newton. No, sir.  I  am sug ges ting th at  th is Congress, Mr . 
Chairma n, is not going to  de termine  these things. But  if  you are 
goin g to give the  Commission power to  put  an incentive element, a so- 
called incentive elem ent, in the rat e, wh at I  am suggest ing  is t hat  the 
Congress should  r equ ire  the C omm ission, in o rder to  va lid ate  the  legis­
lat ion  an d relate  it  to t he accomplis hment  of  it s le gis lat ive  objec tive,  to 
require two t hing s:  Fi rs t,  t h a t the penalty , t he  teet h, be appli ed  only  
to those th at  are deficient , an d the  Commission  will find who is deficient. 
Let them  find who is de ficient. Second, th at  when they g et that  inc en­
tive  element it will  be ea rm ark ed  fo r the leg islative pur pose th at  the  
Congres s w ants it to be used  for, to-wit , th e b ui ld ing of cars.

Now, let  the  Comm ission  define and find wh at type  of  cars are 
need ed by this , that , or the  othe r rai lro ad . Th at  is th ei r job. They 
are. eq uipped  to do it , a nd  th ey  can do it . Ch airm an  Webb l ias said  lie 
can do it.

Mr. Rogers o f Texas. Will  the  gent lem an y ield  at  t his  point ?
The Chairma n. Le t me say  th is : You  are  an att orney invo lved  in 

this . T th ink you ha ve li tig at ion g oin gn ow , do you n ot?
Mr.  N ewton. We  are  fig hti ng  109 cases.
The Cn  hrm an . Yes ; I know th at .
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Others have suggested classifying, I  suppose you would call it. but 

I do not see how we can under  our system require me to pay $1 for a 
pound of coffee in a drug store, and Mr. Staggers here having to pay 
$1.25 for it.

Tha t is what  you are asking be done, and I do not see how you can 
make one price, because it  runs over one railroad, that  would be d if­
feren t from what another one would have to pay for running it over 
his ra ilroad, for the same service and for the same haul. I do not see 
how you can jus tify that  kind of discrimination.

Mr. Newton. I say, Mr. Chairman, in response to tha t-----
The Chairman. Tha t is what bothers me about the amendment af ­

fecting your New England roads.
Mr. Newton. And what bothers me about the bill, i f there  is not any 

amendment, is that, it is try ing  to drive a nail  with a shotgun.
The Chairman. Well, that  is a nice te rm, but it may well be some­thing else.
Mr. Newton. It  is not directed toward  the a ttainment  of the legis­

lative objective, and it will simply operate in reverse. It  will deplete 
the resources of the biggest suppliers of boxcars of this country in 
favor  of a group of nine roads whose primary  interest is in coal cars, 
open hoppers and gondolas not suitable for carry ing of g rain  or ply ­
wood.

Mr. R ogers of Texas. You used the term “deficiency” ; what do you 
mean by deficiency ?

Mr. Newton. Deficient in adequacy of car ownership to meet the 
needs of commerce and national  defense. Now, I can amplify that-----

Mr. Rogers of Texas. Yes; that is sort of a general term.
Mr. Newton. Tha t is what the  Commission has to find, if it is going 

to do anything.
Mr. Rogers of Texas. Yes ; I know, but you still have a wide lat itude 

here. I mean, you use the word “deficient.” How are you going to de­
termine whether a road is deficient or not deficient ? I am talk ing about 
roads A, B, C, and I).

Mr. Newton. Yes.
Mr. Rogers of Texas. And if we apply your formula, you are going 

to have to apply tha t to B and D.
Mr. Newton. Tha t is right.
Mr. R ogers of Texas. Because somebody found they were deficient.
Mr. Newton. Tha t is righ t, and the only person tha t can find 

whether they are or are n ot deficient is not the Congress but the Com­
mission.

Mr. Rogers of Texas. What is the formula  ?
Mr. Newton. The formula is th is, and I do not pretend to speak for 

the Commission, but they are making studies r igh t now. Mr. Connell, 
who follows me, is a member of a committee tha t is aiding  the com­
mission of the AAR in making studies to find out just  those things  today.

Now, Mr. Perlman gave the key yesterday—one of the greates t ra il­
road officials in the country, Mr. Perlman. He pointed out—and the 
Commission has said this in times past, i t is the obligation of the or igi­
nating carr ier to supply enough cars to meet his shippers’, his cus­
tomers’ needs.
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Th at  is thei r obl iga tion . Th ey  can  meet th at  ob ligation  in one of 
two ways. E ithe r the y have car s belonging to oth ers , foreign-l ine  
ca rs th at  are  t here ava ilab le, or  they oug ht to make up  the  deficiency 
themselves .

Th is is where the Sa nt a Fe  and the  B ur lin gto n are  deficient. Th is 
is why  Mr. M ar tin  will  be in the fo refro nt  of opposition to any stu dy  
th at  seeks to det erm ine  w ha t ra ilroa ds  a re defic ient in  ownership, be­
cause down deep he knows th a t his  rai lro ad  is one of  the  worst of ­
fend ers.  Tha t is a f act .

I  mean, wh at is th e use o f m inc ing  words a bout it. Th is is a ll g oin g 
to come out. I t  is a fac t. We  have got studie s to  show th at  the  
Sa nta Fe , wi th th ei r 3,000 m iles of tra ck , it  is a local  haul  fo r them . 
We hav e 110 mile s average p ay  haul,  on the  Bos ton  & Main e. My gosh, 
we unload  th ree  cars o f traffi c every d ay for eve ry load  we sh ip off. We 
hav e to get  th ese emptie s off all  th e time  in hom ebound  d irec tion . We 
can ’t sh ip our own car s off. We have difficulty doing  it. We can at  
times.

Mr.  Rogers of Texas. Yo ur  definition of deficiency wou ld make  
the  Sa nta Fe  defic ient  and the Bos ton & Maine  n ot  deficient.

Mr.  Newton. Maybe I  am wrong.  I  am wi lling  to live with that . 
I f  it pu ts the  Bos ton  & Ma ine  out of business, if  it  says, “Go into  
bank ruptcy  an d pul l up  yo ur  rai ls,  as the  New Ha ven may,” we will  
have  to live wi th  t ha t.

I am no t ju st  represen tin g the  Boston & Maine and  New Ha ven in 
thi s proceeding . I  have served  in the  G overn ment too many years  in 
fields close to tran sp or ta tio n and in tra ns po rta tio n,  to  no t ta ke  a b road  
view. I  am not speakin g only as an adv ocate here . I  am tryi ng  to 
help  you gentlem en, as I  see it  f rom  a lon g e xperience in thi s prob lem.

I  believe th e r oad s t hat  are most deficient, b asi cally  and by and la rge 
in boxcars , are  the  roa ds, the  wealth y tra ffic-o rig ina ting roads, and  I  
believe they  will  be foun d so on any  fa ir  stu dy  by any  fa ir  body, and 
T believe  the  Commission  wil l m ake such a  sta tem ent .

Mr. Rogers of  Texas . I  was th inki ng  of the  sta tem ent  of Mr. M ar tin  
th at  the  roa ds th at  he rep res ents ha d on th ei r tra ck s only  89 p ercent  
of the  c ars  t hey  own.

NTr. Newton. Mr . Pe rlm an  showed th at th at  is a completely mean­
ingless sta tis tic . He  did no t give you  the  figu re th at  125 perce nt of 
thei r hopp er  car s are  on-l ine.  Mr.  Sm uck er showed me th at  yeste r­
day.  In  oth er words, they  have got  a lot  of car s ly ing aro un d there  
th at  are hop pers th at  th ey  can ’t use fo r gra in  load ing .

I t is j us t l ike Mr.  M ar tin’s figures on the  decline in num bers  of ca rs. 
Mr. Pe rlm an  showed  th at it  i s not num ber s th at  co un t: it  i s capaci ty.  
I t  is ton-mile s hau led . An d while he na tu ra lly is wo rking  fo r the  
pocket  nerve of  h is ra ilr oa d,  and you can’t blame him, he would like  
to make more than  4 per cen t on his  money, an d he wou ld like to  in ­
crease his  div idends , bu t we haven’t seen a div ide nd  in the  Eas t fo r 
so long, we do not  know  wh at  a div idend looks  like.

I  do not  blame M r. Mart in.  He  is  mo st effective, elo quent advocate 
I  ever  enco unte red anywhe re. Th e only th in g is. his fac ts do no t 
stand  up  whenever the y are  sub mi tted before  a cri tical tri bu na l th at  
has  got to determ ine  on t he  facts .

Mr . Rogers o f Texas. Of course, you un de rst an d wh at I  am  a ft er  is 
a solut ion to the  p roblem , a nd  I  do not car e whose toes we  ste p on.
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Mr. Newton. Yes, sir, I understand  that . And if it steps on our 
toes, we are willing to abide by it. If  the Commerce Commission 
says: “Mr. Boston & Maine, you should buy a thousand more box­
cars,” we will say, “ Yes, s ir, please tell us how we are going to get 
them into use. Please do not penalize us by making us build a 
thousand boxcars and keep them on-line for 10 months of a year and 
just, ship them out when they can use them.

Mr. Rogers of Texas. Maybe we should set up  a Government pool 
someplace.

Mr. Newton. Now, Mr. Congressman, you are talk ing about what 
I think  is a real solution, and Governor Johnston suggested it, but this 
requires loans by the Government. Governor Johnston suggested 
tha t a building fund be made available—this was in May of this year— 
as loans to the railroad  at low interest rate s to build cars.

Now, if there were a pool, and the  In ters tate  Commerce Commission 
would decide who should cont ribute what and how many cars to that 
pool, and then they  were sent all over the country rent free, you would 
have the solution without Government money. This would be the 
solution. This would, withou t doubt , be the solution.

That  is what you get in Euro pean  countries where you have Gov­
ernment ownership, b ut heaven knows you get a lot of other things  
that go along with it under Government ownership.

The Chairman. Mr. Younger has a question.
Mr. Younger. Thank you, Air. Chairman.
I notice that you list among the 19 railroads  tha t are debtor roads 

paying out money, the New York Central.
Mr. Newton. Tha t is right.
Mr. Younger. Yesterday, Mr. P erlman said it made no difference to 

thei r road, tha t they would make money if the per diem were increased.
Mr. N ewton. Yes, sir.
Air. Younger. And he showed why they would receive more in per 

diem rental s than they would pay out, though you have got them listed  
the other way.

Air. Newton. Tha t is absolutely r ight, sir.
Air. Younger. What?
Air. Newton. We are talk ing two different things, apples and or­

anges. Air. Perlman, when he said they made money, he was talk ing 
about the Central System. You will remember he said they have a 
lot of subsidiaries, and you will remember he said the Pitt sburgh  & 
Lake Eri e owns so many cars they have not got the trackage to keep 
them on. They are out all the time.

If  you will look over on the other side, among the nine biggest 
recipients of per diem, you will see the Pit tsburg h & Lake Eri e is No. 2.

Now, when he talks about making money, he is talk ing about the 
New York Central System, not the New York Central  Railroad alone.

From his point of view, with the Pit tsburg h & Lake Erie one of 
the biggest creditors tha t can offset the  fact that the New York Cen- 
Iral  Railro ad—not System, the New York Railroad, the New York 
Central Railro ad—is one of the biggest net per diem debtors, some­
thing like $14 million or $15 million on the payout end p er diem every vear.
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But tha t is all made up by the System, because, as he says, they make 
a consolidated statement with the "Pittsburgh & Lake Er ie, which is on 
the big receiving end. It  is No. 2, next only to the Norfolk & Western. 
Those are in order. You can see tha t the Pennsylvania in 1961 was 
No. 1, and the New York Central Railroad—not System—was No. 2.

Tha t is the  answer to th at one.
Mr. Perlm an is in the happy position which the Boston & Maine, 

and the Erie, Lackawanna, and the Long Island, and the New Haven, 
and many other railroads are not in; we do not have subsidiaries.

The Chairman. Did you tes tify before the Senate committee ?
Mr. Newton. Yes, sir. My testimony was very much garbled by 

the reporter. If  you read it, it will not be intelligible. I do not 
even recognize it myself.

The Chairman. How in the world did they get this bill out unani­
mously without any objection and without anybody expressing any­
thin g against it?

Mr. Newton. Because I think  they recognized, s ir, that to pass a 
bill tha t will deplete the resources of  the roads tha t serve the con­
sumers and will simply increase the money tha t goes into the already 
profitable roads is not in the interest s of a national transpor tation 
system by rail.

The Chairman. Do you t hink  tha t is the reason they passed it  in 
the Senate, then, without any objection?

Mr. Newton. Well, now, I  was not privy to the inside conferences 
among the Senators. There may have been what you call compro­
mises and so forth. I do not know. I could not answer tha t question, 
sir. I do not know. I was not there.

The Chairman. Any fu rth er questions ?
Mr. Keith. Mr. Chairman, I  am in such learned company but per­

haps I might venture a small question. I did think I heard you say 
tha t the incentive element was present in the present price structure.

Mr. Newton. Tha t is right . These figures th at are shown in this 
double chart, which are actual figures-----

Mr. Keith . The present rate  structure does contain by legislative 
history, and perhaps by ICC action—it does reflect some factor for 
incentive, is tha t correct ?

Mr. Newton. Now you have got  two or three questions in the same 
one. sir.

Mr. K eith. The answer is in th e affirmative to my firs t question.
Mr. Newton. It  is not by legislative history and it is not by ICC 

action except encouragement. It  is by industry action. And the in­
centive element has been in there since 1953. I t has been increased. 
By 1961 it was $175 million a year, 22 percent of the to tal rate. Tha t 
is not investment, not cost.

Mr. Keith. And did you not say tha t this was likely to throw the 
thing out of court ?

Mr. Newton. Oh, no; I do not say that.
Mr. Keith. D id i not hear you say-----
Mr. Newton. I did not say that .
Mr. Keith (continuing).  That it was not the p roper  way to do it?
Mr. Newton. I did not say tha t. What  I meant to say was that 

if you put an incentive, if you do what this bill does, which is to
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penalize—I use “penalize” and I know the chairman uses it, but it is 
the practica l effect just as Mr. Burks  said—if you up our bill , we are 
captive renters, and we cannot go elsewhere because we are required 
to take every car tha t is given us, and you just increase the rate, you 
will simply increa se our debt. We have got to pay more for some­
thing tha t we cannot get any benefit from. And bear in mind the 
Commission has always resisted anyth ing but original cost so f ar  as 
tariffs are concerned.

No, we have got to dig into our pockets and pay this additional 
incentive, and we have no option. We are captives. We are a captive 
market. That is why these analogies to rent control are no good. 
We are not a tenant taking advantage. We are a captive tenant . 
They are tak ing advantage of us. The western roads are cannibalizing 
us, the very people that  take their  products to market.

Now, I say tha t if  you put tha t kind of broadax sanction here, you 
are penalizing the user of the  car for using the car. That  is not penal­
izing the man that has not made his proper and fai r contribut ion 
to the national  car supply . Tha t is why I  say the courts, if they  follow 
precedents, if they follow previous decisions of the Supreme Court, 
will void any application of this because it  does not, it is not directed 
to the regula tory objectives sought to be at tained; to wit, the  increas­
ing of the boxcar fleet.

I am suggesting, to avoid this, to avoid years and years of litig a­
tion, tha t you pinpoint this legislation, if you are going to use th is 
device of per diem, th at you pinpoint it to accomplish the  objective 
you want to accomplish, and not just make the  poor railroads of the 
East poorer by upping thei r rental bill. It  makes them less able to 
buy cars obviously, and that  is the way it has worked.

And all of these figures Mr. Martin showed you, the numbers of cars, 
he did not tell you th at, t hat  there was $176 million of incentive in the  
rate  during all those years when the car supply was nose diving. 
Why? It  works in reverse. And who is going to hold tha t t ha t ap­
plies the tes t that the Supreme Court has la id down, that  it has to have 
a reasonable relationship to the legislative objectives sought?

I  say—I am no prophe t, but I have studied the cases. I know what 
the courts have said. I thin k they are  going to say i t again. This  is 
no good.

The Chairman. Sir, we have several others. I  hope we might rec­
ognize the fact  tha t they should be heard, too, and we are going to have 
to conclude.

Mr. Newton. I  thank you, Mr. Chairman and gentlemen, for your 
courtesy.

The Chairman. Thank  you very much for your statement. Did I 
understand tha t Mr. Connell of the Boston & Maine also wants to 
expound further  on this?

Mr. Newton. Yes, sir; he has a very short statement about the  Bos­
ton & Maine’s position.

The Chairman. Were you not representing the Boston & Maine, 
too?

Mr. Newton. li e  is a railroader, a working railroader. I  have been 
in my day, b ut I am a lawyer. He can give you some facts  which I 
think are very pertinent  to the Boston & Maine situation.

The Chairman. I hope he will not be repetitious.
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STA TEM ENT  OF ALBUR N J. CONNELL, DIRECT OR OF SYSTEMS AND 
RES EARCH OF THE BOSTON & MA INE CORP.

Mr. Connell. Mr. Chairman, I  have no intention of prolonging this. I  believe as last man on the list here about everyth ing has  been said tha t could possibly have been said. I  had planned to read my statement yesterday, but I  would like to have it  filed, if  I  may, in the record.
The Chairman. Your  statement will be included in the record, Mr. Connell.
Mr. Connell. Thank you, sir.
(Mr. Connell's statement in full follows:)

Statement of A. J . Connell, Director of Systems and Research of the Boston & Maine Corp.
Mr. Chairman, and members of th is committee, my name is Alburn J. Connell. I am dire ctor  of systems and research of the Boston & Maine Corp., with  offices at  150 Causeway Street, Boston, Mass. I have  been employed by the  Boston & Maine since 1929, except during the  years  1948 and 1949, when I  served as a special service agent with  the  In ter sta te Commerce Commission Bureau  of Service.I have held the position of ca r accountan t and director of methods and researc h prior to the appoin tmen t to my present position i n 1961.I have been a  member of the Association of American Railro ads  Committee on Records, now refe rred to as  the Committee on Mileage and  P er  Diem. Presently, I serve as chai rman of the AAR Committee on Car  Ownership Costs.My ap pearance  here  today is to tes tify  in behalf of the  Boston & Maine Corp, in opposition to II.R. 7165 and similar  hills. Pas sage of th is legislation would gra nt the In ters ta te  Commerce Commission seemingly unlimited discre tion ary  powers for establish ing per  diem rates for fre igh t cars fa r beyond the presen t established princ iple of return ing  to the  caro wne r the full costs of fre igh t ca r ownership plus a reasonable  retu rn on investmen t. Any cha rge beyond a re ason­able return  has always been viewed by the  court s to constitute  a pen alty  and therefore judged  to be unlawful.

On April 9 th is year , I gave testimony before the Senate Freig ht Car Shortage Subcommittee outlin ing in  detail valid  rea sons  fo r opposing the passage of S. 1098. I should like to re ite rat e cer tain of the  poin ts brough t out dur ing  th at  hear ing.Based upon the knowledge of basic condi tions  in her ent  to the rai lro ad  indus try,  it becomes ev ident  th at  an “incen tive” per diein ra te  will not and cann ot be an effective regula tory  ins trument to solve the  problem of meet ing the  seasonal shortages of boxcars , which as I und ers tand it  is  the  p rim ary  objec tive of these  bills.
Basically the  f acts are thes e;
The ch ara cte r of a rai lro ad’s traffic governs the  type of car s which it  needs and which it will purchase to meet the norm al demands of the  shippers  on its  line. No incentive per diem rate  is needed to accomplish this.  The incen tive to acquire cars  is an economic one—the shippers are  the traff ic-or igina ting road’s customers. The ir needs must be supplied. No rail road  willingly  forgoes revenue offered by shippers orig inat ing traffic on it s lines.
The great agricult ura l productive a rea s a re  located in the  West and a re  served by rai lroads  which run  west  and  southwest of Chicago. The marke ts of con­sumers  in th is country  a re  located  in the more  densely populated  Sta tes running eas t from the Sta te of Illinois. Thu s we have a n unba lanced flow of loaded cars moving west to east.
The des tina tions of the bulk commodities produced in the  West thus  are sub­stantially to be found in the  dense ly populated area s served by the  eas tern and cen tra l roads. The na tur e of the traffic of tho se roads serv ing densely populated  areas of consumers is predominant ly traf fic-terminatin g, not traffic-originat ing. The Boston & Maine, for  example, for  y ears has termin ated approximately thr ee  carlo ads of fre igh t for  each car load of traffic which it  orig inates for  shipm ent off-line.
This  means th at  the predominan tly traff ic-terminat ing roads are generally  car- rental payers, whereas  predominantly traff ic-or igina ting road s are  ren tal
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receivers. Then there are a group of railroads whose traffic is pret ty much in 
balance. They fortunately terminate approximately the same amount of traffic 
as they originate, and are thus happily balanced no matter to what heights the 
per diem ra te may soar.

The Int ers tate Commerce Act requires that a common carr ier by rai l must  
accept for transpor tatio n all freig ht cars delivered them in interchange by 
originating or intermediate  carriers for transporta tion to on-line destinations. 
Thus, the traffic-terminating lines such as the Boston & Maine, the New York, 
New Haven & Har tford , and similarly situated railroads are, in effect, a cap­
tive marke t for the cars delivered them.

Since these roads consistently terminate many more cars than they can 
possibly load (or originate) , they have a constant surplus of empty foreign cars 
which they have every incentive to move off-line empty or loaded just as soon 
as possible. No Boston & Maine operating officer would remain long on his job 
if he sanctioned the retention of empty foreign cars on line at  daily rates  
reaching $12 and over per day.

Boston & Maine’s net loss for the year 1964 was $5 million, of which a debit 
per diem balance contributed  $3 million. This loss, huge to the Boston & Maine, 
was accumulated despite a more than  adequate car ownership.

Results of the Inters tate  Commerce Commission’s Ex par te 241 study would 
indicate that Boston & Maine need but own 241 boxcars to protect  local ship­
pers’ loadings, whereas in reality, Boston & Maine owned 3,197 boxcars during 
the tes t month, and is contributing substantially  to the national car fleet.

The Association of American Railroads  Code of Car Service Rules, grounded 
on sound transporta tion economics, does not permit the Boston & Maine to 
promiscuously load one of its own cars off-line when there is an empty suitable 
foreign car available. The empty backhauling of a western ownership car 
along with a loaded B. & M. car would obviously present a wastefu l burden 
to inte rsta te commerce.

What redress then, may a railroad such as the Boston & Maine possibly seek 
when—

(a) it owns sufficient cars to protect i ts shippers’ needs;
(&) it has a constant  oversupply of local and foreign cars on line;
(c) it is fighting a constant  bat tle to reduce foreign car turn-around time 

in order to reduce car hire expense to a minimum;
(d) it has, despite all efforts, a $3 million per diem debit for foreign car 

h ir e;
(e) it is a captive marke t for foreign cars of the large traffic-originating 

lines who sponsor this bi ll;
(/ ) it bears the criticism of predominantly  traffic-originating western 

roads who charge “appropria tion” of their ca rs ;
(y) it must operate under the Interst ate  Commerce Act to the best in­

tere st of its shippers and receivers of fr eig ht; and
(h) it  is now confronted with legislation which will increase its debts.

The bill under consideration would result  in an increase to an already tire­
some burden to the point of ruinat ion by car-hire costs and would resu lt only 
in an increased trade  of dollars from the geographically s ituated “have nots” to 
the “haves” in order to serve a regulatory  purpose.

In order to survive, the “have nots” would in desperation petition the Com­
mission for authority  to increase freight rates to its patrons. Shippers and 
receivers of freight in New England must then contribu te to the fortun e of 
the “haves” or seek some other mode of transportation. The western railroad 
proponents could also lose a  share of eastern  markets if freight rate s became 
prohibitive.

The one glimmer of hope for survival, as I see it, lies in the direction of sug­
gestion by Senators Cotton and Pastore for an amendment to S. 1098 which em­
powers the Commission to make certain elements of the bill inapplicable to 
terminal and short-line carriers as follows:

“In the consideration of any element included in determinations pursuant to 
this  paragraph as an incentive to car acquisition and maintenance the Com­
mission is empowered to make such element, or any par t thereof, inapplicable: 
11) to carrier s determined by the Commission as owning an  adequate number 
of f reigh t cars to meet thei r responsibilities to the needs of commerce and the 
national defense;  (2) to carriers which terminate a subs tantially higher per­
centage of interline traffic than they originate; (3) to types of fr eight cars the
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supply of which the  Commission finds to be adequ ate ; and (4) to such other cases or circu mstances  as the  Commission finds to be in the  public intere st.”The amendment would “allow” the In te rs ta te  Commerce Commission to take into cons ideration  the situ atio n of terminal  carri ers when issuing orders or regulation.
This  action  by the  Sena te is indeed a step in the  right direction. It  is also qui te possible th at  the  Commission, which  is founded upon reasonableness, would consider exceptions in any event. However, the amendment as wr itte n does not insu re proper protec tion to term ina l roads and their consumers because Commission select ivity  is not made mandatory.
As it  is presently  wri tten , rail roa ds eligible  for  rel ief from new regulat ion must no doubt go through long and costly peti tion litigat ion  to prove the ir case before the  Commission.
It  seems therefo re that  in order to insure  the effectiveness of the amendment as the  Senate  intended, that  the  Commission should be requ ired  to apply select ivity  to their  direc tives  under thi s b ill ra ther  th an be “empowered” to do so.I respectful ly call your atte ntion to a discussion of thi s matt er  as conta ined on pages 25-26 of Witness  Newton’s s tatem ent.Thank you for the opportuni ty of appearing here  today.
Mr. Connell. I hope that Mr. Newton has given you gentlemen some constructive ideas. I am sure he was positive in his remarks, and I have nothing more to add in that  respect. Instead, I thought I would skip around. Mr. Harris, I believe, several times expressed the doubt if the industry could operate if each railro ad had different per diem rates. I might say that  fo r a time they did operate in tha t man­ner. Prior to about 1930 the AAR proposed an average per diem plan in which cars and days were averaged over a period of a test year. Each road did have a different per diem rate tha t was in  effect for several years.
The Chairman. Tha t was by your  own action, I believe^ and not by Government direction.
Mr. Connell. That  is true, sir. But  they did operate, and I might add th at presently the Commission in docket 33158, one of the findings by one of the departments of the Commission was just  such a varied rate. One of the group rates, with different per diem rates for each road, was founded upon time. And another one was a combination of time and mileage whereby each railroad had a different rate. That, of course, is still in litigation.
I would also like to add, Mr. Chairman, tha t the Boston & Maine has no quarrel  with the Inte rsta te Commerce Commission. We have a l­ways fe lt t hat  they have been jus t and reasonable, and in fact we are supporting several of their dockets in the famous per diem case r ight at present.
I would also like to add, if I may, tha t the Boston & Maine is not negative to what is trying to be accomplished by this bill, but we jus t feel negative in the way the bill is set up. We do not feel we can afford it. It  was with this  in mind, I believe, that Mr. Newton a ttempted to inject something into it so tha t it may be constructive.That  is about all I have to say, Mr. Chairman.
The Chairman. Do you pay as much per diem rate—I know von do, but I  want to get this in the record—do you pay as much per diem for the return of an empty car  as you do for the re turn  of that car  loaded ?Mr. Connell. Tha t is correct, sir. The way per diem works, the railroaders call it per diem. Per diem means whoever has a foreign railroad car on his line aft er midnigh t each day, pays the prescribed per diem rate for tha t 24 hours until he gets it  off of his line, whether



NATIONAL FRE IGH T CAR SHORTAGE 231
the car is standing still, moving, being unloaded or loaded, and there 
is only one rare instance where they do not pay per diem, and tha t 
is if a car is in a wreck and there is an interim  where mater ial is 
ordered from the owner, i f it is special material . But they are very few and far  between. So the answer is “Yes.”

The Chairman. Could there be a formula worked out whereby, 
maybe on a mileage basis of some kind, tha t the per diem, as you call 
the rate when a car is actually used for haul, could have one ra te and 
then when it is being returned expeditiously and all without any bene­fit or use to the road, another rate  ?

Mr. Connell. I think it could be worked out, Mr. Chairman. Ad­
ministering the  task would be quite great, I believe, but a lot of things 
have been tried —that is, discussed—on this problem. I belonged to a 
great number of committees over the past years  who have tussled with 
many of these problems, and it  was even proposed at one time tha t the 
per diem be possibly broken up into quarter days of, say, 6 hours apiece, 
to see if tha t might expedi te the movement of cars. But that applica­tion was deemed impractical.

The Chairman. 1 have the impression from what the Commission 
said—and they had the ir man who is quite expertise in this field—I am impressed th at he knows his business pretty well.

Mr. Connell. I s tha t Chairman Webb, sir?
The Chairman. Well, his directo r of this program.
Mr. Connell. Yes.
The Chairman. Tie seems to be knowledgeable in it;  and, living 

with it day after day, I guess for good reason. They seem to think  
that  the railroad indus try is doing a very good job on the returning  
of cars or sending them at least in the direction of where they should go, if  not actually back to the ir own road.

Now, I have heard nobody complain during these hearings  tha t 
arbi trar ily these cars are being held just  inadvertently  or otherwise.Mr. Connell. I subscribe—excuse me.

The Chairman. Several have made the comment tha t you did about 
return ing. Tha t does not seem to be the  problem. No, the problem 
is tha t there is admission by everyone so far  that  there is a shortage in certain types of cars.

Mr. Connell. I was speaking, or as you were saying, t ha t car utili- 
zat ion is high. I think it  is generally admitted that there is a shortage 
of cars. One gentleman here yesterday, one of your colleagues, said 
that  possibly distribution  could be a contributing  factor  at least. 
Maybe tha t is so. I am not in a position to know.

Possibly there is another problem I have no t heard discussed here, 
but I  know it is prevalent, and par ticularly  with the  adoption of mult i­
level per diem. A boxcar, as you might see it from the outside it  looks 
like a boxcar, but we are coming into the age of specially equipped 
cars. I mean by that it is a specially equipped car because it is 
fitted out with damage free appliances, cushion underframes, belt 
rails, loaders, and many of these are assigned to a par ticu lar com­
modity or an industry , upon a certain  line. Now, that car  is not a free 
runn ing car as the ordinary common boxcar is. I t is an assigned car.

Tha t is gett ing to be quite prevalent now, and possibly not as many 
of the so-called common boxcars or the workhorses are being built.
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These, of course, are suitable for grain whereas an equipped car would 
not be found in grain-loading terri tory .

The Chairman. I am surprised tha t there is a shortage in cars for 
grain  the way we have been at it in the last several years, and par­
ticula rly in the last 3 years or more where we have thought out this 
idea of trying to give more freedom to the railroad indust ry so it can 
get into the  greater haul of agricultural products. Here I  am lighting  
for you almost with al l my hear t and other members of this committee 
tryi ng to do it. I am wondering now i f the effort was worth it. If  
it will not meet the needs of what you are getting today, I  do not know 
what w ill happen if you get more.

Mr. Connell. I sympathize with your position, Mr. Chairman. I 
concur with your remarks. I was somewhat stimulated yesterday bv 
Mr. Perlm an’s suggestion that it needs some statesmanship, and 1 
think that thought was echoed by Mr. Smucker as represen ting the 
Pennsylvania Railroad at the Senate hearings. I do know tha t those 
roads are pu tting in a grea t deal of money and equipment. Of course 
others are doing it, too. Just what  the answer is I  am sure I do not 
know.

The Chairman. Well, in my judgment it ought to be the responsi­
bility  of the  industry on a f air  and adequate d istribu tion. I think  i t 
would be utterly chaotic to have the  Government do it. I can remem­
ber back when we had wartime controls.

Mr. Connell. Yes.
The Chairman. I know what  happens when you have got to come 

to Washington to get a boxcar sent up to Boston. I would like to see 
the indus try have to  assume that  responsibility. I for  one would be 
perfectly willing to give some pret ty far-reaching authority  to the 
ICC on this th ing effective as of a certain date, and during the interim 
give the indust ry a chance to  really get down and quit cutting each 
others’ throats over disagreeing as to who is responsible and sta rt t ry ­
ing to talk about how we can overcome this.

Mr. Connell. That is probably what is needed, sir. I do not believe 
my company—I know in  fact tha t they haven’t any objection to  the 
Commission being given authority  to state just what is needed, that is 
I mean in the way of equipment anyway, what cars are needed, where 
they are needed, possibly who should buy them. I do not know how 
you could go about the lat ter  pa rt of it. But I  think tha t might be 
helpful  to find out just  what  the problem is before you take action 
on it.

The Chairman. I  am a fra id t ha t in view of the 5a amendment tha t 
was provided in 1948, grantin g certain au thor ity to the ra ilroad  indus­
try,  which by implication would no doubt amend previous provisions 
of the ICC Act, I am a fra id that with that , togethe r with the three- 
judge decision on the  m atter , we should not criticize them under our 
system. As the distinguished gentleman said a while ago, each one of 
them is try ing  to do the  best it  can for its own road. But I am afraid 
they are using all of this for tha t very purpose. I may be wrong in 
my suspicion. I do not know. But regardless of whether it is on the 
debit or credit side, that  seems to be what is happening.

Of course there  has not been much discussion of the fact tha t there 
is I  believe 15 years allowed by the Internal  Revenue Service to write
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off tlie cars; this seems to be a pret ty good incentive in itself to do 
something about it if you would. Somebody said that a car has about 
a 27-vear life. Xo effort is being made by representatives of  the indus­
try to provide this. Now we are think ing about an investment in­
centive, which I think would be pret ty good. It  seems to me, tha t 
there ought to  be some way to impress upon the railroad industry  th at 
they ought to get together and decide on an approach to this, a unani- 
mouse approach to it, because the western roads are affected precisely 
the same as the eastern roads and the southern roads and all the rest  of 
them all the way across when it comes to the overall transp ortation 
needs.

Thank you very much.
Mr. Connell. Than k you, gentlemen, for permitting  my appear­

ance here.
The Chairman. We are g lad to have you, and we appreciate  your 

contribu tion to this record.
Mr. Connell. Thank you.
The Chairman. We had earlie r called for Mr. Waterman. I be­

lieve he has arrived .
Mr. Waterman, are you alone? I notice here you have your vice president  listed.

STATEMENT OF JER EM IAH  C. WATERMAN, GENERAL ATTORNEY, 
SOUTHERN PACIFIC CO.

Mr. Waterman. Yes, Mr. Chairman. I have been requested bv Mr. 
Lamprecht, the vice president of operations, to  present his statement 
here since he was unable to come on from San Francisco for the hearing.

1 he Chairman. Very well. We are glad to have you. We are 
sorry Mr. Lamprecht cannot be with us.

Mr. Waterman. My name is J . C. Waterman, general attorney of 
Southern Pacific Co., 205 Transp ortat ion Building, Washington, D.C.

I will read the statement of William D. Lamprecht.

STATEMENT OF WILLIAM  D. LAMPRECHT, VICE PRESIDENT, SYS­
TEM OPERATIONS, SOUTHERN PACIFIC CO., PRESENTED BY
JER EM IAH  C. WATERMAN

Mr. Waterman. I am presenting  this statement in behalf of Wil ­
liam D. Lamprecht, vice president, System Operations of Southern 
Pacific Co., 65 Market Street, San Francisco, Calif.

As one of the largest owners of freigh t cars in the country, Southern 
Pacific Co. of course favors the principles that  a car owner is entitled 
to reasonable compensation for the use of its cars, and tha t an ade­
quate supply of freight cars must be maintained.  Unfo rtunately , 
neithe r the bill as passed by the Senate (S. 1098) nor the other so- 
called incentive per diem bills before your committee will accomplish 
these objectives, and therefore Southern Pacific Co. opposes them.

The bill passed by the Senate and being considered by your com­
mittee has the obvious flaw tha t it would permit the ICC to make 
such incentives to car acquisition as may be promulgated by it in-
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applicable “to carriers which terminate a substan tially higher per­
centage of inte rline traffic than they originate.” One of the objectives 
of incentive per diem legislation is to encourage the prompt return  
of empty freight cars. This is also a problem involving the eastern 
termina l lines, and therefore such railroads are the very ones which 
should be discouraged from retaining  new, expensive cars for un­
warranted periods of time. Authorizing the ICC to exempt such 
terminal lines, as authorized by exemption (2) of the second para­
graph of the  bill adopted by the Senate, could completely thwart the 
congressional purpose. A fur ther objection to the bill adopted by 
the Senate is tha t it would permi t the Commission to determine 
whether carrie rs own an “adequate number of freig ht cars to meet 
their  responsibilities to the needs of commerce and the national  de­
fense” without establishing any guidelines by which the Commission 
or the railroads can determine what constitutes adequate car owner­
ship.

We also object to the first paragraph  of the bill adopted by the 
Senate, as the additional powers which would be conferred  on the 
Commission are unclear and unnecessary for the following reasons:

(1) The ICC already has the power to establish jus t and  reasonable 
rates to compensate freight-car owners so as to encourage the acquisi­
tion and maintenance of an adequate car supply under section 1(14) 
(a) of the Interstate Commerce Act. This  section gives the  Commis­
sion broad administra tive discretion to  establish the factors  constitut­
ing a fai r per diem rate. The bill before you contains a serious am­
biguity  which could impai r it s effectiveness, as it refers to “the value 
of use of freight cars,” which has no precise definition. Less regula­
tion, not more, will enable the railroads to solve the problem of car 
supply.

(2) The railroad indust ry has already taken grea t strides in the 
development of a per diem system which will encourage the acquisition 
of cars and the prompt  return of empty cars to their  owners. The 
multilevel system of per diem rates which went into effect Ja nua ry 1, 
1964, was advocated and sponsored by Southern Pacific, and we believe 
it constitutes an important  step in the development by the indust ry i t­
self of rates which are just and reasonable from the the standpoint 
of both the car owner and car user. These rates were modified re­
cently to give furthe r recognition to the extremely high  cost of modem 
freight-car equipment and they now vary from $2.16 for  cars  valued 
at less than  $1,000 to $12.18 per day for cars valued at more than  
$35,000.

(3) The Association of American Railroads has app ropr iated  $125,- 
000 fo r a study of per diem and new legislation should not be enacted 
unti l the industry and the Commission have an opportuni ty to con­
sider reports  which will be completed soon. Various problems are 
being studied in depth; including reexamination of the problem of 
securing and adequate rapid  return of ownership costs in the  light of 
obsolescence and inflation factors, reexamination of the  adequacy and 
pract icality of present value brackets in the per diem rate system, the 
proper method of reflecting utiliza tion of the car fleet, and the devel­
opment of an equitable system to deal with the problems of te rminat­
ing lines having a low average haul and high detention time. We be-
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lieve  th at  th is stu dy  will resu lt in new th inki ng  and concepts which  
may be acceptable to  all  segmen ts of the indu st ry , publi c, an d the  
Commiss ion.

(4)  We also  oppose  t he  l egi sla tion because the pe r diem ra tes fro m 
1953 un til  the presen t time  are  now before  the Com miss ion in three 
con sol ida ted  proceeding s. The se cases cove r no t no t only the sin gle  
un ifo rm  ra tes of $2.40, $2.75, and $2.88 pe r day, an d the  mu ltil eve l 
rat es,  bu t also an  inv est iga tio n of  pe r diem  ra tes and the  pr inc ipl es 
governi ng  establishm ent of these ra tes which  sho uld  be in effec t in 
the  fu tu re  in orde r to acco mpl ish the  same objectives which  you r bil ls 
seek. We  believe the  Commiss ion deserves  the  op po rtu ni ty  to  decide 
these cases on th ei r m eri ts,  and  tha t it  h as  full  power to do so w ithout 
ad di tio na l leg isla tion. New leg islation , if  adopted , might  di sr up t 
orde rly  consider ation of thes e cases by the Com mission  and migh t 
affect the va lid ity  of any decision  by the  Com mission  conce rning 
pe r diem ra tes  in effect in t he  past.

We  at  So uth ern  Pac ific  have recogn ized  the  need  fo r a modern, 
efficient ra ilr oa d ca r fleet to serve sh ipp ers in an ex pa nd ing  economy.
I  am prou d of ou r acc omplis hments which  evidence ou r in ten tio n not  
to  sh irk  ou r res ponsibi lity or  to  rely on othe r ra ilr oa ds  to meet ou r 
obl iga tions.  Dur in g th e hear ings  oth ers  have cal led  at tent ion to  the  
decli nin g numb er of  fr ei gh t cars on a na tio na l basis , bu t So uthe rn 
Pac ific  h as  been and wil l con tinue  in the  f ut ur e to do much more t ha n 
its  share  to  increase the  na tio na l ca r supp ly.  Th e So uthe rn  Pac ific  
fleet now exceeds 84,000 cars , an  increase of  over 20,000 cars,  or a pp ro xi ­
ma tel y 32 perce nt,  since 1946. We  and ou r subsidiari es bought 3,231 
car s du ring  1964 at, a cost  of  $62.7 mi llion, and we will buy  du ring  
1965, 5,595 car s cos ting $104.8 mil lion . Th is  is no t ju st  an iso lated 
purch ase bu t is pa rt  of  So uthe rn  Pacifi c’s co nt inuin g effort  t o rep lace 
an d impro ve its  ca r fleet, no tw ith stan di ng  tremendous cost  increases.  
Ca rs  be ing  pu rch ase d to da y by So uthe rn  Pac ific  are fa r be tte r th an  
previou s ro lling  stock. Th e sta nd ard box car , whi ch cost  $3,800 in 
1946, costs $15,000 tod ay. It s capacit y has been  increased  fro m 40 
ton s to as high  as 100 tons , and it  h as the fea tures dem and ed by sh ip ­
per s, such  as wide doors, ro lle r bearings, an d cushion ed underfr am es . 
So uthe rn  Pac ific  has made these lar ge  purch ase s in orde r to serve its  
sh ippe rs  thr ou gh ou t the  West a nd  Sou thw est .

In  addit ion , we have  m ain tai ne d ou r car  flee t w ith  a bad orde r ra tio  
which  is su bs tan tia lly  less than  the na tio na l ave rage, and  as a res ult  our  
serv icea ble  ca r fleet is general ly 98 percen t or  more of ou r to ta l ca r 
owner ship. We  wi ll con tinue t hese car  pu rch ase  an d m ain ten ance pr o­
gram s vo luntar ily  wi thou t th e sup posed  sp ur  of these pe r diem bill s.

Th e C hairm an . Does t hat  conclude you r sta tem ent ?
Mr . W aterman. Tha t concludes my sta tem ent, Mr . Ch airma n.
The Cha irm an . Th an k you  very much. Ce rta in ly  un de r the  ci r­

cum stan ces I  will reco gnize an old  fri en d of  yours, Mr . Younger .
Mr. W aterman. Yes, sir.
Mr.  Y ounger. Tha nk  you,  Mr . C ha irm an.
You  will recall Mr . Pe rlm an ’s d efinit ion  y est erd ay o f the  a bi lit y of  

the ca rr ie r to serv ice th e producers  on its  line . Do you  th ink th e 
So uthe rn  Pac ific  has a sufficient  number of  car s to ade quate ly serv ice 
those w hich a re on yo ur  line?

54-8 99—65------ 16
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Mr.  W aterman. Mr.  Younger . I  com municated  with ou r he ad ­
quart ers , an d I have asc ert ain ed th at as of  the  presen t tim e, the  
South ern  Pac ific  Co., inc ludin g its  97-percen t owned subs idi ary , the  
St.  Louis  South we ste rn Ra ilw ay  Co., oth erw ise  known as the Cotton 
Bel t, has a to ta l owner ship of  83.465 cars . That  is exc lusive of  the  
Paci fic F ru it  Ex press Co. ca r fleet, which ha s the larg es t ca r fleet in 
the world and  is hal f own ed by So uthe rn  Pacific .

W ith  t he  o wnership  of  83,465 cars,  ou r lat es t available in form ation  
on cars  on line,  on bo th So uthe rn  Pac ific  a nd  Co tton Be lt, was 78,185. 
Th at  is t he  late st da ta  ava ilab le in Sep tem ber . So th at  we had some­
what. ove r 5,000 cars in ow nersh ip above the numb er of  car s on line.

Mr. Younger. Those a re  cars used  by  fo rei gn  lines  an d no t retu rned  to you.
Mr. W aterman. No. These are  the car s th a t were  on ou r line on 

th at  p ar tic ul ar  day. We  h ad  78,000 c ars  on line  as a ga in st  a n owner ­ship of about 84,000.
Mr. Younger. So th at  you have ab out 9,000 then.  I f  you own 84,000 cars on the 2 lines , and yo u ha d 75,000------
Mr.  W aterman. 78,000 were a ctu all y on the  1 ines.
Mr. Y ounger. 78,000?
Mr. W aterman. O r for eig n-l ine  cars on the line. So th at  we had 

substan tia lly  in excess i n owner ship on t he  ca rs in use on ou r line.Mr. Younger. 6,000 cars.
Mr.  W aterman. Yes, 6,000, appro xim ate ly.
Mr. Younger. But  d id  y ou ge t any  f igures as to  w he the r o r n ot  you 

feel th at  you have  enough  car s t o serve adeq uat ely  all  of th e p rod uce rs ?
Mr.  W aterman . We feel th at  we do. I  do not  hav e any  ava ilab le 

at  th is time , any othe r figures. I f  the re are  any figu res,  th e comm ittee  desi res, we w ill be gl ad  to su pp ly them .
Mr. Y ounger. Ia m  in ter est ed  in th is.
Mr.  W aterman . Yes.
Mr. Younger. Because, as you  h ea rd  in the t est imony, the one com­

plaining  w itness said they have  lo st $10 mi llio n a y ear, those a re man ­
ufac turers  of plywoo d in Oregon and in no rth er n Ca lifornia , all  of them on your  line.

Mr. W aterman . Yes. I  a pp recia te  th at , and  o f co urse  no one denies  
th at  th ere  is not, fro m tim e to tim e, a ca r s ho rta ge  in ce rta in  classes o f cars .

Now, as I  und ersta nd  i t, the re  have been  ne wer developm ents , d iffer­
en t typ es of plywood prod uc ts be ing  shipp ed toda y th at  pe rha ps  re ­
quire  wide-door cars, doo rs 12 fee t o r m ore  wide. In  o ther words, t hi s 
is a new developmen t. W e are  bu ild ing these wid e-door  car s as fast  
as we can  do it  con sis ten tly  wi th ou r othe r prog rams of  capit al im ­
prov eme nt. An d you ju st  cannot kee p u p from day t o d ay w ith  a ll the  
new demands . In  othe r words , there  may be plen ty  of 6-foot-w ide-  
doo r boxcars  ava ilab le,  an d ye t th e sh ippe r now  in line wi th the new 
ma rket re quireme nts  ma y ne ed a  12-foot-wid e door.

We  are  ma kin g every  ef for t to  keep up  wi th th ese  new dema nds. But  
as I  underst and the tes tim ony of the  witness fro m th e plyw ood asso­ciat ion,  thei r busin ess is inc rea sin g at the ra te  o f about 14 pe rce nt per 
year,  and  we are  dong ou r bes t to keep  up  with  that . We wa nt  to 
supply all the  needs of  ou r sh ipp ers  inso far as it is h um anly possible.
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We feel tha t in increasing our capita l investment in cars this  year from 
$62 to $104 million, that is over 50 percent this  year, th at we are doing 
our part .

Mr. Younger. And tha t was not brought about by the per diem 
rate fo r cars?

Mr. W aterman. None whatever. I would think t ha t of one fa ctor  
generally, tha t is jus t my personal view, tha t this invsetment credit 
tax provision has perhaps been some spur to the ownership of cars. 
But the big incentive fo r bui lding more cars is the need of your  sh ip­
per. We are in business to t ransport products, and our prime objec­
tive is to supply our shippers. We feel we are doing the best we can. 
We do not  think t ha t this bill is the answer to greater incentive. I do 
not think it would affect the supply of cars  appreciably at all, as Mr. 
Perlm an said.

And also we are a credit per diem carrier.  As Mr. Newton pointed 
out, we are one of the roads th at is a cred it road. And yet we are not 
in favor of this incentive per diem bill.

Mr. Younger. That is all, Mr. Chairman.
The Chairman. Is there a shortage in cars right now ?
Mr. Waterman. At  this very moment ?
The Chairman. Yes.
Mr. Waterman. I  would not be able to  answer th at definitively, but 

I  believe that there may be some shortage in certain types of cars in the 
lumber produc ing area.

The Chairman. Wh at about grain producing areas ?
Air. Waterman. We are not a grea t grain rail road,  and I  would not 

be able to answer that, Mr. Chairman.
The Chairman. Of course, it is acknowledged by those who are 

familiar  with it tha t there is a shortage.
Mr. W aterman. I do not think  anybody who is honest would deny 

that .
The Chairman. And I do not think  tha t it  can be disputed bu t what 

the shortage in cer tain areas is growing grea ter all the time. I know 
from where we sit the shippers are becoming more demanding grad­
ually all the time. This  has been the  result for the las t several years.

Mr. Waterman. Well, Mr. Perlman produced some figures to show 
that  the important figure, which is ton-miles carried, has increased 
about 50 percent since 1946.

The Chairman. I th ink that  is very true, on the total.
Mr. Waterman. Yes.
The Chairman. But  it is not meeting specific demand.
Mr. W aterman. Mr. Chairman, we are endeavoring—there is a de­

mand today, geater and greate r, fo r special-type cars. I do not know 
whether  that  has been brou ght out in these hearings.

The Chairman. Well, apparently the  special-type cars to-----
ISTr. Waterman. This  is one of the problems in lumber.
The Chairman (cont inuing). To meet the need in certain areas of 

the country-----
Mr. Waterman. Yes.
The Chairman (continuing ). Has brought about the  disuse of cer­

tain  other type cars-----
Mr. Waterman. Right.
The Chairman (cont inuing). Fo r these specific purposes.
Mr. Waterman. I th ink th at may be true.
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Th e Chairma n. There  is som eth ing  wro ng somewhere  in the  in ­du str y of  n ot  coordinating th is th ing to supply all  o f t ha t need. One of  the gr ea t needs is in the gr ain an d ag ric ul tu ra l held . One  of  the gr ea t needs is in the  plywood industry .
Mr. Waterman. Yes.
Th e Chairman . Also, there is a need  in the  lum ber  indu str y.  Now I  know  the re are  many fac tor s invo lved,  and con tinue to be. But  n everthe less  it seems tha t there  is a lack somewhere . Every body  admi ts there is a prob lem,  and  they seem to have no solu tion to it except, ‘‘We  are doing all we can .” Bu t the problem  s till  g ets  gr eat er.  I  can not, to save my life , see why  it  would no t be adv isable  to give somebody the  au tho rity to br ing these two gro ups th at  are as fa r ap ar t as the  poles, to br ing  them tog ether. Pe rh ap s th e In te rs ta te  Commerce Commission could do th at .
Mr. W aterman. 1 th ink the  Associa tion  of Am erican  Ra ilroads  is con ducting  a stud y righ t now, and as a resu lt of th at , plu s these proceedings pen ding before the  Commission, I  th ink som eth ing  very  con struct ive  is going  to come out of  these two .
Th e Chairman . Well , I th ink pe rhaps if  we give  the In te rs ta te  Commerce Commission addit ion al au thor ity , we will ge t con struc­tive  act ion  probably a l itt le  more exp edi tiou sly . We  have  been going alo ng with this . We held extensive heari ng s seve ral yea rs ago. I ju st  have a feel ing the re is a way to do it. I  believe th at  when you ge t ove r all these lawsuit s th at  a re in exis tence  a nd  fussing  a nd fig ht­ing  ove r who owes who fo r wh at  an d how much, which is pro baldy as much responsib le fo r thi s sit ua tio n as it  is now as an ything  else— and 1 can not  b lame them  fo r th at , each  one fig hti ng  fo r its  own com­pany —but, as I  said  to the bro adcasting  indu str y,  let  us no t get so invo lved  with our  own per son al feuds th at  we destroy  the  very t hi ng  that  permits us to ex ist, so you can ha ve these feuds.
Mr.  Waterman. We th in k th at  we are  going  to  make progress wi tho ut more r egu lat ion , Mr. Chairma n.
The Chair man . You s aid  that  5 year s ago.
Mr. Waterman. Yes. We ll, we are  sti ll working  at  it. We have spent $104 mil lion  th is year.
The Chairman . I know, bu t the y are  sti ll ho lle rin g and ho lle rin g a lot more. 1 jus t had  an othe r dem and  th at  came  th roug h in ou r par t of the cou ntry  about how much gr ain is ly ing there an d how many cars were needed to  move it, and they can not ge t them . The problem  is a lot grea ter  now th an  i t has  been. We  have ha d it  every year.  It  is a lot  gr ea ter now than  it  was las t year.  We hav e heard  about th is  in our  committee since  the  e arl y par t of th is year. I  have been holding olf th inking  the  indu str y would do it because of  the groundswe ll that  was coming. All we get  here  is tes timony  fro m you rai lro ads who a re doing the  best job.
I would like  to pick out some of  these ra ilr oa ds  who are re ­sponsible  for  some of thes e thi ng s an d see wh at  they have got to say aoout it. Bu t th at  is pa rt  of the headache. That  is part  of the  problem we have got, and  we will  see what we can do abo ut it.1 hank  you very  much , Mr. Wate rm an , fo r your  appeara nce  here .Mr. M aterman . Th an k you, M r. C ha irm an.
The Chairman. An d than k you for yo ur  con trib ution  to th is record.
Mr. Waterman . Th an k you, sir.
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The Chairman. I think we have heard everyone t ha t is on my l ist 
to be heard. I wonder if there is anyone else to be heard before we 
conclude? If  not, this will conclude the forma l hearings on this. 
Mr. Younger, I am going to see if I cannot have an executive session 
of the committee in the morning when we can talk  about this.

The committee will adjourn.
(The following information was submitted for  the reco rd:)

Sta te me nt  of W illiam  L. Bu s h , D irector of T ra ns po rt at ion, W ey er ha eu se r 
Co., Tacoma . W a s h .

W ey er hae use r Co. is  a m aj or fo re st  pr od uct s pro ducer and  m ark e te r,  w ith  
pri ncip al m anufa ctu ri ng  an d sh ip ping  fa ci li ti es  in th e  S ta te s of Orego n.  W ash ­
ington . an d C al ifor ni a.  The  lon g hau l tr an sp o rt a ti o n  in vo lv ed  in  th e  mov e­
m en t of  pro duc ts  to  co ns um ing m ar ket  a re as has m ad e W eyerh aeuse r a m ajo r 
use r of  ra il  tr an sp o rt a ti on  ov er  th e ye ar s.  The  ra il ro a d  c a r su pp ly  s it u a ti o n  
is one of  v it a l co nc ern an d car sh or ta ge s ha ve  re ac he d an  in cre asi ng  degre e of 
in te nsi ty  in re ce nt ye ar s.  F ig ure s re leas ed  by th e Ass oc ia tio n of A m er ic an  R a il ­
ro ad s in dic at e a co nt in uin g de cr ea se  in th e to ta l ra il ro a d  ow ners h ip  of bo x­
cars  sinc e 1957, as  well  as  a co nt in ui ng  de cr ea se  in to ta l c a r ow ners h ip  fo r 
th a t sa m e pe rio d.  A lth ou gh  we  ha ve  bee n fa ci ng  per io dic  in st ances o f c a r 
sh ort ag e sinc e 1906, th e  si tu ati on  has  now ap pr oa ch ed  ch ro nic  st ag es , su b je ct 
to  ca se s of  p a rt ic u la r se ve ri ty  whe n se as on al  an d re gi on al  fr e ig h t m ov em en ts  
oc cu r.

Our  ba sic co nc ern lies  in  th e su pp ly  of  do ub le do or  boxcars  and fl at cars . 
W e find in cr ea si ng  in st an ce s of  ou r in ab il ity to sh ip  o rd ers  on  tim e,  ca usi ng  
addit io nal st or ag e an d han dl in g co sts a t our  sihp pi ng  poi nts  and  a d e te ri o ra ­
tion  in  lo ng -e stab lis he d cu st om er  re la tion sh ip s.  Alth ou gh  co nsi dera b le  em phas is  
has been plac ed  on  d is tr ib u ti on  of  ca rs  ra th e r th an  c a r sh ort age , an d co n­
sc ie nt io us  ef fo rts ha ve been  m ad e th ro ugh th e  med ium of In te rs ta te  Com merce  
Co mmiss ion se rv ic e ord er s to  im prov e th is  d is tr ib ution , th ese  m easu re s do  
no t in cr ea se  th e  to ta l bo xc ar  avai la bil it y  an d pr ov id e on ly  te m p o ra ry  a d ju s t­
m en ts . The  ba si c ob ject ive of  th e proposed  legi sl at io n is to have th e  In te r ­
s ta te  Co mm erc e Co mm iss ion  pre sc ribe  fr e ig h t ca r re n ta l charg es pa id  by  th e  
ra il ro ads us in g cars  to  th e ra il ro ads ow ning  ca rs  upon  a bas is  w hic h w il l en­
co ur ag e th e ac qu is it io n an d m ai nte na nce  by th e ra il ro ads o f an  ad eq u a te  c a r 
supp ly . W e m us t rec og nize  th a t pa ss ag e of th e proposed  le g is la ti on  w ill  have 
no  im m ed ia te  effect , hu t we  do feel  th a t it  pr ov ides  a deta il ed  backgro und fo r 
st udy an d a mec ha ni sm  which  will  prod uc e ta ng ib le  be ne fit s fo r th e  fu tu re  c a r 
si tu at io n .

W ey er hae use r Co. ur ge s fa vora ble  co ns id er at io n of  th e  pro po se d le g is la ti on  
and th e  co m pa ny ’s po si tio n is fu r th e r em brac ed  in th e st a te m en ts  be in g su b­
m it te d  by  th e  W es te rn  Wood  Pro ducts  Assoc ia tio n an d th e A m er ic an  Ply w oo d 
Assoc ia tio n.

Sta teme nt  of M arvin D. H ohen se e, T raffic M anager, E qu ity U nion  Gra in  Co., 
L inco ln , Nebr.

My  na m e is  M ar vi n D. Hoh en se e an d I am  tra ffi c m an ag er  of  th e  E qu it y  Uni on  
G ra in  Co., of  Li nc oln.  Neb r. We oper at e a g ra in  te rm in al  on  th e  Chica go , B u r­
ling to n & Q uin cy  R ai lr oad .

D uri ng  re ce nt m on th s we hav e ex pe rien ce d an  ac ute  bo xc ar  sh or ta ge , af fe ct in g 
bo th  our re ce iv in g an d sh ip pi ng  of gra in . W e hav e of  ne ce ss ity  be en  fo rc ed  
to  acq uir e an d sh ip  gra in  by  tr uck , not  be ca us e of  bett er pr ice,  b u t fr om  our 
in ab il it y  to  sec ur e cars  f ro m  t he r a il ro ads.

Acc ording  to  ou r m er ch an di si ng dep ar tm en t,  nu m er ou s sa le s co uld no t be  
m ad e be ca us e cars  w er e unavail ab le  w ith which  to  m ak e de live ry . Com m od ity  
C re dit  C or po ra tion  lo ad in g ord er s co uld no t he  met  be ca us e cars  w er e u n av a il ­
ab le.  Vo lum e han dl ed  by  th e  te rm in al de cl in ed  some  1 ,375,000 bu sh el s co m par ed  
to  t he  sam e pe riod  1 year ago .

Betwee n Dec em be r 1, 1964, an d M ar ch  31, 1965, we ord er ed  2.2R0 ca rs . W e 
rece iv ed  968  ca rs , bu t 352 w er e un fi t fo r lo ad in g gra in  (b ad  o rd er) . N et  usa b le  
cars  rece ived  duri ng  th is  pe riod  wer e 616 or  27 pe rc en t of  th e  nu m ber  or der ed . 
On M ar ch  31. 1965, we  w er e st il l sh ort  610 c a rs ; 410 ne ed ed  fo r CCC sh ip m en ts ; 
200 fo r co mpa ny  g ra in  sal es  c on tr ac ts .
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During the period  under review, our terminal  received a tot al of 2,347,920 
bushels of grain, and  we shipped out 2,959,712 bushels. With only 616 car s 
delivered out of orders for 2,280, the  ques tion is rais ed as to how thi s volume 
could be h andled and  have only 610 cars  sti ll on o rder on March 31. Exhib it A 
atta che d should  provide some explanation.

Grain received came 25 percent by truck, or the  equivalent of 301 cars . Eigh ty- 
two carloads arr ive d in company-owned hopper cars . The balan ce came in 791 
railroad-owned cars.

Gra in shipped out went 8 percent by truc k, or equivale nt to 120 cars . There 
were  1,360 car s shipped, which is 744 more  cars than  the  616 received, out of 
the  2,280 orde red. This  was accomplished by reloading cars received and  using 
them fo r ou tbound sh ipment.

The number remaining  undel ivered  on March  31 w as the refo re actual ly 920, 
of which 610 remained on order, leaving a  difference of  310 cars no longer needed. 
This  discrepancy is the result  of orde ring  more cars than  needed, because ex­
perience shows there is a  rat io of “bad order  car s” in  cars delivered.

In  conclusion, exhibit B demonstrates the  worsening of the  boxcar storage  
dur ing this period wi th respect to  wheat rece ipts at  the  terminal .

The Eqpity Union Grain  Co. feels very strongly th at  an increase  in per diem 
on cars would discourage some rai lroads in holding cars for  long periods or 
unt il a time when loaded for ret urn  shipment to the  owning rai lroad.

We thank you for  the  opportunity  to present our  testim ony. Any actio n that  
can be taken to relieve thi s boxcar shortage will be greatly apprecia ted.

Exhibit A
Car Orders, Receipts and Shipmen ts, Recapitulation Period, Dec. 1, 1964, 

Through Mar. 31, 1965 
Cars ordered

Cars ordered ____________________________________________________2, 280
Cars received____________________________________________________ 968
Cars unlit______________________________________________________  352
Net usable  (27 percent of or de r) ---------------------------------------------------  616

Tota l number deficient______________________________________ 1, 664
March  31, 1965:

Remainder on ord er__________________________________________  610
For CCC ord ers_____________________________________________  410
For company sale s___________________________________________  200

Receipt s and shipmen ts
Received d uring period : Bushels

25 percent by truck—equivalen t to 301 ca rs_________________  601, 344
By EUGX—priv ate  hopper cars—82________________________ 273, 330
By rai lroad owned cars—791______________________________  1, 473, 246

Tota l—Equivalen t of 1,174 ca rs__________________________  2, 347, 920
Shipped during pe rio d:

8 percent by truck—eq uivalen t to 120 c ars__________________  241, 834
By rai lroad cars—1,360___________________________________2, 717, 878

Tota l—equivalent of 1,480 c ar s___________________________  2, 959, 712

Recapitula tion
Number  cars  ordered _____________________________________________ 2, 280
Numbered delivered—usable ________________________________________ 616

Number deficient__________________________________________ 1. 664
Number received loaded and reload ed to ship________________________ 744

Number remaining deficient__________________________________  920
Number on ord er Mar. 31________________________________________  610

Balance rem aining deficient_________________________________  310
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E xh ib it  B

Wheat received at terminal—CCC and company
Decem ber:

Truck ______
Ra il_______
Rail receipts .

Ja nuary :
Tru ck______
Ra il_______
Rail receipts .

Fe br ua ry :
Truck ______
Ra il_______
Rail receipts .

M arch :
Truck ______
Ra il_______
Ra il receipts .

.bushe ls 111, 854

.bushe ls  565, 361
percen t_  83

.bushe ls— 157,167

.bushe ls_  236, 653
percen t_  60

.bushe ls_  145, 798

.bushe ls_  134, 278

.percent_  27

.bushels_  182, 962

.bushe ls_  86, 247
percen t_  32

Stateme nt  by Gooch Milling  & E levator Co., of L inco ln , N ebr .
Mr. Chai rman , members of the committee, my name is Buddy L. Burke. I am 

traffic manager  of Gooch Milling & Elevator Co., located at  540 South  Stre et, Lin­
coln, Nebr.

While we have experienced ca r shor tages at  various times in yea rs past,  the  
days  are  now gone when a boxcar shor tage  occurs only at  harvestt ime . We are  
now confronted  with  a boxcar shor tage  the year around  and  each succeeding 
year becomes more difficult.

While everyone here  is well awa re of the  shortag e of boxca rs for  the las t 
ha lf of 1964, we would like to enumerate very briefly some of the  correspondence 
between ourselves and  various  agencies  and individuals concerned with the box­
ca r shortage.

On October 5, 1964, we sent a telegram to Mr. Char les W. Taylor, Jr. , of the  
In te rs ta te  Commerce Commission, which reads  as fol lows :

“Cr itical shor tage  of boxcars on Burlington Rai lroad affects our  operation s 
and  causes  an inabili ty to properly  take care of anim al and poultry  producers 
desperately in need of feed. Urgently reques t th at  service order 945 be rein­
sta ted  to ass ist Bur lington Railroad in augmenting t he ir boxcar supply insisting  
surplus ca rriers  release cars in excess of ownership to western lines and that  
such relea ses are in good condit ion, not  merely  culls incapable of protecting 
gra in and  grain  products ladings.”

On October 6, we received a teleg ram back from Mr. Tay lor and a let ter  on 
October 8, which is shown below.

“I received both  your  te legram and le tte r dated October 5, 1964, concern ing the 
cri tical shortage of boxcars.  Your intere st in thi s situat ion  is understood  and 
app rec iated and your telegram was p romptly answered .

“As I a ttem pted to convey in my telegram, we feel t ha t the  Commission’s service 
order No. 947 is a more flexible ord er and is designed to accomplish everything 
th at  an order sim ilar to ord er 945 would accomplish,  and  more, without caus­
ing the  cross hau ling  of empties and add itional  expense to the  carr iers . The 
aim of service  order 947 is to improve  rai lro ad operations by limit ing the time 
allo tted  for  placement and movement of equipm ent, proh ibiting the  holding of 
equipment  excessively for  prospective  loading, and generally  adjust ing  inequi­
ties  in dis trib ution and  supply  thro ugh  relocation  of cars  to home terr itory.

“The Association of Amer ican Rai lroa ds has  in effect boxcar direc tives to 
easte rn and  sou thern ca rriers  to ass ist granger roads by supplying cars  in add i­
tion  to those  moving in home route . All special  ord ers  of the AAR a re  covered 
under our service order No. 947.”

However, individual service orders were issued on November 1 af ter the 
shortag e became so acute, and it  was found th at  service  orders  presently  in effect 
did not prove to be sat isfactory. The orders  were to expire on November 15, 
bu t were extended to November 25. Because our  shor tage  was so gre at the  
orde rs were fu rth er  extended to December 8. Thus, it took over a month for  
the service orders to relieve our boxcar shortage.



242 NATIONAL FREIGHT CAR SHORTAGEThe shortage  s tarte d the first ha lf of September and unti l the 1st o f December, we did not know from one day to the next if we would have enough cars so t hat  we could run our mill the next day.Norm ally our operations are required to operate on a 6-day week beginnin g about the middle of October and lastin g through the winter.  However,  we were forced to cur tai l our operations because of the car shortage , and some weeks we were luck y if  we could run our plant on a 5-day week.The present boxcar  shortage began the last  week of Feb ruary and at the present time there is no indication  of any rel ief in sight . In fac t, we have not had enough empties on the east side of  our plan t for  so long that  I am afr aid  the rail s will begin to rust from lack of use.Wh ile some of class  1 railroa ds have a very intensiv e car-building program, we believe tha t the special equipment receives prio rity  over the workhorse of the railroads  which is the 40-foot plain  boxca r as  the follo wing figures show :
Associat ion of American Railroads  report of class 1 carriers

M on th

A p ril ...........
M ay ______
J u n e ...........
J u ly ______
A u g u st ___
Sep te m ber .
O ct ober__
N ovem ber.
D ec em ber .
J a n u a r y . ..
F e b ru a ry ..
M ar ch ____
A p r i l .........
M ay ............
Ju n e ______
J u ly ______
A u g u st___
Sep te m be r.
O cto ber__
N ovem ber . 
D ec em ber . 
J a n u a r y .. .  
F e b ru a ry ..  
M ar ch ____

Y ea r Bo x C ov er ed
hopper

H opper F la t Ref rig­
er at or

1963 632,474 70,102 439,937 54,374 30,499
1963 628, 783 70,823 438,447 54,443 30,965
1963 625,968 70, 918 436,017 54,633 31,124
1963 624, 090 71,267 437,102 54,820 31,388
1963 623, 746 71,781 438,512 55,175 31,632
1963 622, 774 71,905 437,695 55,359 31,825
1963 621, 767 72,395 437,821 55,604 32,170
1963 619,721 73,016 434,971 55,873 32,126
1963 618, 503 73,468 434, 511 56,150 32,589
1964 615,887 73,823 434,516 56.316 33,017
1964 614,359 74,5 19 436,017 56,528 33,298
1964 610,765 74, 882 436,326 56.530 33, 590
1964 608,984 75,204 437,011 56,757 33,947
1964 607,100 75,72 8 437,981 56,929 33,974
1964 605,1 50 76,814 439,013 56, 981 34,255
1964 603,5 62 77,84 0 439,027 57,268 34, 554
1964 602,3 37 78,274 438,887 57, 460 34, 757
1964 600 ,933 78,99 7 437,851 57,800 35,212
1964 599,2 28 79,909 437 ,203 57,999 35,901
1964 597,720 80,868 435,045 58,187 36, 431
1964 596,381 81,252 434,327 58, 553 36,847
1965 596, 602 81, 753 434,234 58,772 37,629
1965 595,3 14 82, 737 434,522 58,891 38,166
1965 594,3 89 83,740 434,708 59, 013 39,270

For a 2-year period the covered hopper ownership has increased by 13,638, the flatcar by 4,639, the refr igera tor car by 8,771. The hopper car has decreased by 5.229 and the boxcar  has decreased by 38,085 cars . In  addit ion, 35,476 box­cars were a waiting  repairs  for the month of  M arch.One of the large  eastern carrie rs has  ju st  announced a car-buildin g program of an additiona l 1,550 c ars or a tota l of 5,250 cars to be added to its ownership. A breakdown of the cars is as fo llo ws: 3,000 coal-hopper cars,  700 boxcars for haulin g auto parts,  450 covered gondola s, anti 1,100 cushion underframe 70-ton boxcars.Of the 1,100 boxcars. 300 wil l be insulated to protect foodstuffs  and other freight  subject to damage by weathe r, and the other cars  wil l have special equipment inside the car. A build ing program for the 40-foot plain boxcar—- none.Another eastern carr ier has announced plans to acquire 111 bo xcars for  tran s­porting automobile  parts , 325 gondola cars . 25 covered hoppers, 80 insulate d boxcars, and 100 boxcars of 70-ton capa city . Bu t to purchas e a 40-foot plain boxcar—none.St ill  another eastern carri er wil l build  730 boxcars to haul  automobile  parts,  and 70 covered hoppers to haul cement. A build ing program for the plain 40- foot boxcar—none.A southern carr ier wil l purchase 52 addition al boxcars to haul  automobile parts.  Bu t to purchase a 40-foot plain boxcar—none.We believe tha t we have made our point in tha t carr iers  today are build ing more and more special ized equipment, and not enough plain 40- or 50-foot box­cars that  are capable of  ha uling grain and grain  products.
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Perha ps some of the  blame  fall s on us—the  shipper—in th at  we need spe­
cialized equipment  to move cer tain  types of freight . However, the  c arrie rs can­
not  and mus t not  lose sight of the fac t th at  specialized equipment appl ies to only 
a rela tive ly few shippers. While one large shipper can use special equipment, 
the re are  many thou sand s of small shippers and  receivers who can only use the  
pla in boxcar.

While it is a well-known fac t that  i t is cheaper to r en t a car  th an  to build  one, 
we believe th at  some solution  m ust be reached so th at  c arr ier s in a ll pa rts  of the 
continental  United  Sta tes  will provide the ir sha re of equipment. It  is quite 
unfai r for  a  midw estern rai lroad to build a car, then to get only one tr ip  before  
the  car goes off line. In  most cases the  midwes tern  ca rri er  does not get this 
car hack unt il the car  is ready to go on the rep air  tra ck  or mus t be retired.

We be lieve t ha t such legislation  as is proposed under S. 1098, th at  would allow 
the  In ters ta te  Commerce Commission to set the  p er diem charges would encour­
age all ca rriers  to build more cars and help  to ins ure  an adeq uate  supply  of 
equipment  for all regions of the United  State s. We support S. 1098 a nd urge  its 
enactment a t the ea rlie r possible d ate.

Remarks by Benja min  F. Biaggini, President, Southern Pacific Co., Before 
the American Plywood Association, Portland, Oreg., October 12, 1903

I welcome th is oppo rtun ity to speak  to  you today. We a t Southern  Pacific are  
vitally inte rested in the  plywood industry, and  we like to think th at  we have 
con tributed sub stantially  to your growth throug h our  efforts  to provide  a fa st  
and  efficient means  of transp ort ing  your  produc ts to the  dista nt  corners of the  
country  at  rat es  t ha t have kept you competitive  in the  n atio nal  marketplace.

We have both come a long way in the  pos twa r period, and  to illus tra te what 
your ind ust ry means to us, to Southern Pacific—let  me recall th at  hack in 1947 
our  total  handling of plywood and  veneer  was  fewer tha n 7,400 carloads. Last 
year thi s figure reached 111,300 carloads. By any of our new electronic com­
puter s th at  figures out to be an increase  of over 1,400 p ercent in ju st  18 years. 
Plywood and  veneer now rep resent  38 perc ent of our  entire volume of forest  
produc ts traffic.

By your  own figures, plywood production  has  increased from 1.2 bi llion square 
fee t in 1945 to an estimated 12.7 b illion squa re fee t to be tu rne d out thi s year.

We are, indeed, in a chang ing and rapidly  growing America. Our rail road, 
and  the rai lroad indust ry as a whole, have accepted the  challenge of change and  
are eag er to have  a dynamic role  in shap ing the America of the  future , ju st as 
the  rai lro ads were a vit al force  in the  development of our present-day indus­
tr ia l society.

In  any  rapidly  expa nding industry, grow th has  its  problem s as well as its  
rewards, and  we share with you your  urgent  desire t ha t the  r ail road  t ranspo rta ­
tion  system upon which you so heavily  depend will in the  next 35 years  help  you 
lite ral ly to build a second America, as President  Johnson has forecast. With 
your  continuing help and  unders tanding, we will do ever ything possible, in the  
words of your execut ive vice pres iden t, Jim Turnbull,  to “get you where the 
action is,” because our int ere sts  are e xact ly parallel to  yours .

Right now the  prime concern of your  indust ry is get ting  enough cars, and I 
can  ass ure  you we are  as much concerned with thi s ma tte r as you are. So le t’s 
tal k about it. I ’m sure you did n't  inv ite me here to talk abou t anything  else.

Let  me say firs t th at  we app rec iate  your recognition that  Southern  Pacific has  
made and  is m aking a vigorous effort to relieve this  problem. We have  attem pted  
to at tack  this problem from a var iety of direc tions , and  I am proud of our 
accompl ishments.

I th ink  it  is important, however, th at  you und ers tand in some detail how 
many  sided our efforts  have been, because  I  thin k a more complete unde rstanding 
will  serve to bring into be tter focus some of the  elements of the overall problem 
on which th ere is  presently  a considerab le amount of confusion.

I also want to tell you about the  complete ly new per-car  rates which we are  
now proposing, which we think, with your cooperation, can be a major step 
tow ard  meeting your  car requ irements . I will discuss this in more detail a 
lit tle  late r.

We have, of course, und ertake n a tremendo usly  ambitious new fre igh t car 
prog ram in recent years , especia lly of wide-door cars which  cut loading and 
unloading costs for  you and your customers.
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In the 6 years from 1961 to 1966, Southern Pacific has accepted or will accept delivery of 21,149 new freight cars at  a cost of more than $362 million. Of these, 8,791, over one-third, are boxcars costing over $152 million, and all of them are of this wide-door design.
To supplement our vigorous new car purchase program and to provide fast, direct help to the plywood industry, we are now more than halfway through a program of rebuilding and putting wide doors tha t provide openings of 10 feet, 3 inches on 7.500 older boxcars. These provide you with the equivalent of double­door boxcars. This program, costing $9.3 million, will be completed before the end of next year. It was the first big-scale effort launched by any railroad to widen the doors of older, conventional boxcars, which, because of changes in loading techniques and increased dimensions of products like plywood, no longer meet the convenience of many forest products shippers.This is an outstanding example of what can be achieved through join t effort of a carr ier and its customers. Many of you will recall tha t this conversion program was the direct result of talks between Southern Pacific and your orga­nization when it was still the Douglas-fir Plywood Association, and with what is now the Western Wood Products Association.Thanks to our new car purchases and our conversion program, Southern Pacific ownership of wide- and double-door cars has increased by more than 68 percent since 19o9—from 19,000 then to more than 32,000. These cars now account for more than  two-thirds of our boxcar fleet, and they represent 10.3 percent of the industry’s total  ownership of wide- and double-door cars.Our efforts to increase the supply of new boxcars has not been limited to our own fleet, however. In March of 1964, Southern Pacific acquired Bankers Leas­ing Corp., because we fel t there was a definite need to help other roads obtain new cars, where they were not in a position to finance the purchase. Bankers Leasing now has on lease to eastern and southern roads and individual shippers some 2,500 new freight cars costing over $38 million. We are about to consum­mate a lease with a midwestern road for a thousand addi tional cars, these general- purpose ca rs costing over $17 million. We have offered the services of Bankers Leasing to all American railroads,  as a means of augmenting their  car acquisitions.

Expansion of our own fleet and our efforts to help other roads acquire more cars, however, are only p art of our efforts to meet your car needs. Another part is the question of getting those cars here where they are needed, and we are mov­ing heaven and earth to accomplish this.
We have long been operating as many as 40 t rains per week into Oregon, made up of nothing but empty boxcars and flatcars. Many of these trains come from our gateways 3.000 or 4,000 miles distan t—as far  away as  New Orleans, Houston, and San Antonio. Some of the cars are  gathered from St. Louis and Memphis. We were able to open these distant gateways in 1961 as a means of substantially expanding our ability to reach out for our empty cars, although this has also substantially increased our cost.
Up to the end of September this  year, we had delivered to the Pacific Nor th­west 122,488 empty boxcars, more than half of wide- and double-door design, and 38.262 flatcars, for a total of 160,750 cars.
You are all familiar, I  am sure, with the yellow stripes we have put on the doors of the older boxcars whose doors have been widened. These stripes are a signal to railroaders to speed the retu rn of these cars to this area.Another factor in speeding the re turn  of ca rs is the revolution which has taken place in every detail of our railro ad plant. Of the $20 billion spent by the rail ­road industry since World War II, for new plan t and equipment, Southern Pa­cific has spent nearly $2 billion, or about $1 out of every $10. The point is tha t today’s modern rail road plant—electronic classification yards, centralized traffic control, microwave, television, computers—has speeded up the whole tempo of our operations. The results are clearly  evident in the 28-percent increase since 1959 in daily mileage of freight cars moving over our lines, par ticula rly into load­ing areas, with corresponding increase in car availability . Boxcars and flatcars on Southern Pacific are now averaging  over 85 miles per day, loaded and empty, as compared with the national average of 50 miles per day.Looking to the future of th is problem of getting cars back to  where they are needed, Southern Pacific is now implementing first units of a new $20 million computer system specifically designed to improve freight car utilization. Fir st units of our total operations processing system, or TOPS for  short, will be opera­tive in 1967, and the system will be completed in 1970.



NA TIO NA L FR EI GH T CAR SH OR TAGE 245We will then have ava ilab le at  all times informatio n on the current locat ion of every freigh t car  on the railroad . This wil l provide a fa r more efficient system of car control f or minimum lost time than is now possible.In  addition to expanding our wide- and double-door fleet and our efforts to speed the return of empties, we have also been succe ssful  in gettin g more use out of the car s we have by encouraging heavier loading .The incentive rate system we pioneered has resulted in $70 million in rate savin gs in the past 6 years to you and other forest product shippers in the North­west. Incen tive rates have raised the average loading per car on lumber prod­ucts by over 5 tons—from 33.9 to 39 tons—in the p ast decade.Bu t equal ly impor tant, with out these heavier loadin gs, we would have  needed some 200 more cars,  ava ilab le for forest products loadi ng each working day, in order to handle the same amount of traffic. When you realize that 200 cars represents almost 20 percent of our more than  1,000-car-a-day requirements for all  kinds of forest products loadings you can apprec iate the significan t c ontrib u­tion incent ive rates have made in better util izat ion of the ava ilab le car supply.Now I want  to talk  about the new rate proposal we are jus t now making. This is the new schedule of per car rates which we plan to place in effect from Oregon and northern Ca lifo rn ia points as fa r dist ant  as Tucson, Ari z., as the ulti mat e extension of the incen tive rate  principle. I f  this initial stage of the program is succes sful, a study will  be made as to its possib ilities on trans conti ­nent al traffic.We have two purposes in proposing these new per car rates. One purpose is to encourage you to accept  narrow-door boxcars and flatcars by givi ng you a rate  savin gs to balance your extra handling or packaging costs. The other purpose is to encourage even furt her  the load ing to maximum capa city of all  types of equipment—wide and double door as well as narrow door and flatcars.Per  c ar rates call  for  a set charg e, depending on the type of car,  with the priv i­lege of loadi ng to the fu ll cap acit y stenciled on the side of the car furnished. For  example , using  the Por tlan d group to San Fra ncis co as a destination, a nar­row-door, 40-foot b oxcar of 3,500 c ubic feet or less calls for  a rate  of $270, which is $4S,50 less than the alternat e incenti ve rate of 70,000-pound loading and pro­vides sti ll great er savin gs as more weigh t is loaded. A 40-foot, narrow-door car with more than 3,500 cubic fee t capa city  calls for  a $295 rate—a savings  of $23.50 for 70,000-pound loading, or a saving of $114.50 if  the car  is loaded, for examp le, to 90,000 pounds. Per  car  rates  for  wide- and double-door cars and larg er narrow-door cars  also offer savin gs over the alternate incentive rates, if  loaded to cap acity. This is also true of per car  rate s on flatc ars,  which vary  according to the length  of the car.One of the points of confusion in the car supply problem here is tha t it is fre ­quently referred to as a car  shortage. Most often this  is not the case, but only a shortage  of one kind  of car, the wide-door var iety . Excep t in emergencies such as milita ry movements or acts  of God such as floods or  storms, we would be able to supply a narrow-door boxcar or a flat car  if  we knew it  would be accepta ble.This I can promise you-—tha t if  the new per car  rates are as acceptable to you as we expe ct they wil l be in encouragin g your use of other than  wide, and double­door cars for  a marg inal part  of your shipments, we wil l have  overcome the majo r p art of y our c ar supply difficulties.Thi s, gentlemen, is what  w’e have  done and are doing to relieve the car supply problem. I assure you we wil l continu e to do much more than  our share in provid ing adequate  cars  to meet the expanding needs of your industry and the Natio n.Bu t I would caution  tha t there are no simple solutions—no shortc ut to salv a­tion. In fac t, I feel there is real dange r in attem ping  to oversimplify either the causes or the solutions, because this tends to obscure the basic issues.As you may know, we have not supported the current per diem legislation. It  has been for  this very reason that  we think th at  adju stments  in per diem are only a part  o f the answer.In the frust ratio ns of attem pting  to solve the car  supply problem, too many have come to regard  the bill  as a shortcut to salv atio n. I f  we f elt  this proposed legis latio n would do w hat its proponents think it would do, believe me we would embrace it heart  and soul.Southe rn Paci fic was the c hie f proponent o f th e p rinc iple  of graduated per diem rates , and cert ainly we thin k they are important. Bu t we don’t think  they are
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th e  wh ole  a ns w er . Be yond  t his , we  d on ’t th in k  a nyth in g can  be g ai ne d hy  p lac ing co nt ro l of  per die m in  th e han ds of th e In te rs ta te  Co mm erc e Co mm iss ion  whe n th e  ra il ro ads them se lves  a re  m ak in g a st udy o f p er diem  ad ju st m ents  t o st im ula te  m ax im um  ca r ac qu is it io ns . Gi vin g th e au th o ri ty  to  th e In te rs ta te  Comm erc e Co mm iss ion  wo uld , in  ou r op ini on , m er ely sa dd le  th e ro ad s w ith  addit io nal  re gula tion  a t a tim e wh en  th e nati onal adm in is tr a ti on  and  our cu st om er s ar e jo in in g us  in  ur gi ng  less, ra th e r th an  mo re , re gula to ry  re dt ap e.
I m us t ca ll  y ou r a tt en ti on  al so  to  th e am en dm en ts  which  wer e m ad e to  Se na te  bi ll  1098, w ithout he ar in g,  be fo re  it  w as  pa ss ed  hy  th e Sen at e.  On e of  th es e am en de d pr ov is io ns  mak es  th e bil l in ap pl ic ab le  to  ra il ro ads te rm in ati ng  a su b­st an ti a ll y  hi gh er  i>e rcentage of  in te rl in e  tra ffi c th an  th ey  ori gin at e.  In  oth er  words , th is  am en dm en t mak es  th e bil l co mplete ly  se lf -d ef ea ting  in  ex em pt ing th os e ve ry  ro ad s wh ose car  ac qu is it io ns  it  pu rp ort s to  st im ul at e.
The re  i s al so  a  q ue st io n of  w he th er  th e In te rs ta te  C om merc e Co mm iss ion  ne ed s ad dit io nal au th ori ty  af fe ct in g ca r su pp ly . I t  now has  th e au th o ri ty  to  di re ct  fo re ig n line s to  re tu rn  pr om pt ly  ou r wide-  an d do ub le- do or  ca rs , a s in  th e or de r it  is su ed  O cto be r 1.
I feel th e  tend en cy  to  ov er simpl ify al so  ru ns th ro ugh muc h of  th e  pr om ot io na l m ate ri a l pr od uc ed  by you r as so ci at io n in  su ppo rt  of Sen at e bi ll 1098. For ex am ple,  we  do no t sh are  th e vie w th a t th e de cl in e in  th e to ta l nu m be r of st andard  bo xc ar s in  th e nat io nal  fle et sinc e 1946, w hi le  it  m ak es  an  im pres sive  gr ap h,  is a re liab le  in dic at or of  to day’s car su pp ly  si tu ati on , nor do es  it  in di ca te  th e ra il ro ad  i ndust ry  is  s h ir k in g it s re sp on sibi li ties .
F or on e th in g,  it  ov er look s enti re ly  th e fa c t th a t m an y ne w sp ec ia liz ed  ca rs  in trod uc ed  in  re ce nt  ye ar s a re  now do ing th e  jo bs  th a t us ed  to re quir e bo xc ars. Tak e th e  new co ns truc tion  of  m ul ti le ve l fl at ca rs  fo r tr an sp o rt in g  au tom ob ile s fr om  a ss em bly pl an ts  t o th e d ea le rs . In tr oducti on  o f th is  new  e quitm en t r el ea se d 3,000 doub le- do or  bo xc ar s from  au to  tra ffi c re quir em en ts  on  th e  Sou th er n Pa cif ic alo ne , an d we  mad e th es e av ai la ble  fo r fo re st  pr od uct s use . In  eff ect , fro m yo ur  st an dp oi nt , th is  ad de d 3,000  ca rs  to  m ee t you r re qu ir em en ts , yet th is  wo uld no t be re fle cted  in  a  g ra ph  d ea ling  in  cold an d so m et im es  fac el es s st a ti st ic s.
The  sa m e could  be  sa id  fo r o th er bo xc ar s mad e av ai la ble  fo r fo re st  pr od uc ts  an d ge ne ra l-pu rp os e us e by th e  sh if t of  g ra in  an d o th er bu lk  pro du ct s to  cov­er ed  ho pp er  c ar s,  mu ch  ge ner al  fr e ig h t to  pigg yb ac k tra ffi c an d even  man y fo re st  pro duct  it em s to  f la tc ar s.
Fur th er m ore , th e ov er al l dec line  in  th e  num be r o f  bo xc ar s does not giv e an y reco gn iti on  to th e in cr ea si ng  ca pac ity  of mod er n ca rs , which  has  gone  han d in han d w ith th e lower  ra te s we have be en  ab le  to of fe r yo u fo r hea vie r load ings  an d g re ate r ca r ut il iz at io n.
Whil e, ju s t in th e la st  yea r,  th e  na ti onal c a r fle et w as  pra ct ic al ly  un ch an ge d in  ab so lu te  nu mbe rs , it  ga in ed  m or e th an  1.3 m ill ion to ns  in ca pa ci ty . Th e eff ect is al m os t th e same as  26.000 addit io nal 50-ton ca rs . W hi le  on ly som e of  th es e are  bo xc ar s,  he re,  ag ai n,  th e ef fect is  to  re le as e m an y o th er bo xc ar s from  ot her  as sign m en ts .
Nor  do es  th e ov er al l de cl in e in  th e  nu m be r of  bo xc ar s re fle ct  th e  in cr ea se d dai ly  m ile ag e p er  f re ig h t ca r,  w hi ch  I  ha ve  a lr eady  m en tio ne d.
I th in k  th a t so meti mes  we get ca ught up  in  th e sa m e pr ed ic am en t as  Ch ick en  L it tl e  in  th e fa bl e I rem em be r fr om  my  ch ild ho od  da ys . On e da y Ch ick en  L it tl e w as  in a field pi ck in g co rn  whe n an  ac or n fe ll on  her  he ad . Sh e decid ed  to  go to  th e  ki ng  to te ll  him  th a t th e  sk y w as  fa ll in g. On her  w ay  sh e met va riou s an im al s,  and they  a ll  as ke d her w he re  sh e w as  going . Sh e tol d them , an d they  fo llo we d. The n th ey  m et  th e fo x an d to ld  him th ey  w er e go ing  to  te ll  th e  king  th e sky w as  fa lli ng . H e sa id  he  wou ld  show  th em  a sh ort cu t an d led  them  al l to  hi s den, whe re  he  a te  th em . T he  m or al , of  co urse , is  in ve st ig at e ca re fu lly  be fo re  you become  al ar m ed . Av oid sh ort cu ts  an d st ay  out of  th e fo x’s den .
Bef or e we  m ay  al l be co ns um ed  by o ur ow n al ar m , I th in k w e ha ve  to  rec og nize  w hat th e basic  ca us es  of  o ur p li gh t ac tu a lly  ar e.  The  b as ic  c au se  o f t oday ’s t ig ht su pp ly  of mod ern wi de- an d do ub le-d oo r box ca rs  is sim ply th is —th a t a ve ry  su b­s ta n ti a l p a rt  o f th e ra il ro ad  in dust ry , up  to  ve ry  re ce nt ly , has  n ot  b een fina nc ia lly  ab le  to  a ffo rd  th e purc ha se  o f ne w cars  i n suffi cie nt nu mbe rs . Fro m  1961 t hro ug h 1964, as  ra il ro ad earn in gs im pr ov ed , ca pit al  ex pen diture s fo r eq uipm en t alm os t tr ip le d—from  $427 mill ion to  m or e th an  $1.1 bil lio n,  an d carb uilder s a re  now  wor ki ng  to  ca pa ci ty . O th ers  pl ac ed  to da y will  ta ke 6 to  9 mon th s fo r fi rs t de liv er ie s.
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The  fo rt unes  of  th e ra il ro ad  in dust ry  hav e im pr ov ed  so m ew hat  in  ver y re ce nt 

years  in good p a r t as  th e re su lt  of  th e ro ad s’ ow n ef fo rt s to  m od er ni ze  and cu t 
th e ir  co st s in  th e  fa ce  of  sp ir a li ng  pr ic es  of  m ate ri a ls  an d wag es  an d w hi le  
th w art ed  by a code  of  re gula tion  th a t gives hea vy  co m pe ti tive  advanta ge to  al l 
oth er  fo rm s of tr ansp ort .

You no te,  in yo ur  la rg e adver ti se m en t whi ch  ap pe ar ed  in  th e  W as hi ng to n P ost  
3 weeks  ag o in su pport  of  th e per  die m bil l, th a t P re si den t Jo hn so n has s a id : “ In  
th e nex t 35 years  w e m us t li te ra ll y  b ui ld  a  second  Am er ic a. ”

B ut P re si den t Jo hn so n al so  sa id  earl y  th is  y ear in  his  econom ic re port  th a t 
“o ur na tional  tr ansp ort a ti on  po lic y shou ld  be  re vi se d * * * by  pl ac in g g re a te r 
em ph as is  on co mpe tit ion an d p ri va te  in it ia ti ve  in in te rs ta te  tr an sp o rt a ti on .”

T he  P re si den t has re pea te dl y c ited  th e n eed fo r redu ce d Gov ernm en t re gula tion  
of  tr an sp o rt a ti on  pr ic in g an d in  h is  st a te sm anli ke ta x  message  of  May 17. ca lled  
fo r th e es ta bl is hm en t of ad eq uate  ch ar ge s fo r th e us e of  G ov er nm en t-bu ilt  ro ad , 
ai r.  an d w ate r fa cil it ie s so th a t co mm er ci al  use rs  wou ld  pay  th e ir  fa ir  sh are  of 
th e m ou nt in g co st  of  thes e fa cil it ie s— which  th is  year w il l co ns um e $16.2 bi lli on  
in Gov er nm en t ou tlay s.  Also , in cr ea si ng ly  ac kn ow ledg ed , is  th e  ne ed  to  re liev e 
ra il ro ads of  th e des tr ucti ve bur de n of  d is cr im in ato ry  pro per ty  ta xati on .

T he ba si c an sw er  to  yo ur  ca r su pp ly  prob lem is  a fina nc ia lly hea lthy  ra il ro ad  
in dust ry , an d th is  hea lt h  ca n on ly  be  ac hi ev ed  b y les s, an d not mo re , re gu la tion. 
Th e in dust ry  ha s li ft ed  it se lf  a tr em en do us  d is ta nce b y it s ow n boots tr ap s in  th e 
past  le an  ye ar s.  I t has  fo un d w ay s to  cu t it s co st s d ra st ic a lly  an d pas s th e 
sa vi ng s on to  you to  re ga in  th e  tra ffi c vo lume it  ne ed s to  oi> era te a t g re a te r 
effic iency.

W ith  yo ur  help,  th e fu tu re  is  bri ght , an d yo ur  pr os pe ct s a re  also  bri ght fo r an  
ad equate  s up pl y of  t he  k in d of cars  you re qu ire.

I m ust  em ph as ize th e  “w ith your hel p”  p a rt  of  th is . We ne ed  it  ev er y tim e 
we a tt em pt to  mak e a m aj or st ep  to w ar d g re a te r efficiency  an d eco nomy . W e 
ne ed  it  in (lie  ca se  of  our  ap plica tions fo r m er ge rs  to  re du ce  ne ed le ss  an d co st ly  
du pl ic at io n.  W e ne ed  it  whe n we ap pl y fo r ab an do nm en t of  pa ss en ge r se rv ice s 
th a t ha ve  ou tl iv ed  th e ir  use fu ln es s an d no lo ng er  se rv e an y pu bl ic  need. W e 
ne ed  it  in ac hi ev in g g re a te r free do m to  pr ic e our co m pe ti tive  se rv ices . We ne ed  
it  in  su pp or t of  a pr in ci pl e th a t adeq uat e use r ch ar ge s sh ou ld  be  m ad e fo r pu b­
lic ly  pr ov id ed  tr an sp o rt a ti on  fa ci li ti es . W e need  it  in  he lp in g remov e th e obs ta ­
cle s to  tr an sp o rt  di ve rs if icat ion.

The se  go als  a re  ba si c to  th e lo ng -ran ge  job of  st re ng th en in g  th e ab il it y  of  our 
in dust ry  to  se rv e you mos t eff ec tiv ely , an d T as k your  co nt in uin g s up po rt .

Bef or e clo sin g, ho wev er . I wo uld al so  like  to  su gg es t som e im m ed ia te  th in gs 
yon  ca n do ri g h t now which  will  a ss is t g re atl y  in th e  prob lem of  car supp ly .

You ca n he lp  us  to  gai n mor e co nt ro l of  our  own cars  an d speed th e ir  tu rn ­
ar ound to  you. by lo ad in g Sou th er n Pacif ic- ow ned ca rs , es pe ci al ly  wi de - and 
do ub le- do or  ca rs , to  des tinat io ns on  our  lin es , an d u ti li zi ng  th e  ca rs  of  o th er 
ow ne rs hi p fo r po in ts  off our  lin es . W e’ll see th a t our  ca rs  ge t ri gh t ba ck  to you .

W he n you ha ve  sh ip m en ts  to  come  fr om  th e E a st or M idwes t, you ca n ord er 
th em  in wi de - o r doub le- do or  car s.

In  your  co nta cts  w ith  east ern  and  m id w es te rn  ra il ro ads whi ch  p a rt ic ip a te  in  
th e li ne  h au l o f y ou r e as tb ou nd  m ov em en ts,  you  c an  u se  you r o wn  inf luen ce  to  hav e 
th em  re tu rn  ou r Sou th er n Pa cif ic eq ui pm en t pr om pt ly  an d to  d ir ect as  mu ch  of  
th e ir  ow n wi de- an d do ub le- do or  ca rs  to  th e N or th w es t as  po ss ibl e.

You ca n give  us  th e  m os t accura te  po ss ib le  est im at es  of  you r re qu ir em en ts , in ­
cl ud in g spe cif ic in st ru c ti ons as  to  w heth er you ca n ac ce pt  a na rr ow -d oor c a r 
or fl a tc ar whe n a wi de- o r do ub le- do or  c ar is  not a va ilab le .

In  re tu rn  fo r yo ur he lp  in  bo th  th e  long  an d sh ort  ra ng e,  we . in  tu rn , ca n 
ass u re  you of  our co nt in ui ng  de di ca tion to  th e  pr in ci ple  of  pr ov id in g you w ith  
th e  be st  eq ui pm en t and se rv ice and  th e lo w es t ra te s  i t  is  po ss ib le fo r us  to  prov id e.

Stateme nt  by W endet.l B. B ar nes, E xec utive  Vice P re sid en t, W estern  W ood 
P roducts Assoc iation , P ortland, Oreo.

Mr . C ha irm an  an d mem be rs  of  t he  c om m it tee,  m v nam e is  W en de ll B. B ar ne s.  T 
am  ex ec ut iv e vic e p re si den t of  W est ern  Wood Pro ducts  A ss oc ia tio n w ith  hea d­q u a rt e rs  in Port la nd , Ore g.



248 NA TIO NA L FR EI GH T CAR SHORTAG EWestern  Wood Products Assoc iation  is a t rade  group represen ting lumber  man­ufacturers, wood treaters, molding man ufac turers, wood fabr icat ors , and lumber specia lty producers in the 12 Western Stat es.Western Wood Products Associatio n was formed in Aug ust of 1964 with the consolida tion of the former West Coa st Lumbe rmen’s Assoc iation  and the West ­ern P ine Association .Our member mills  are responsible for  the production of more than  8 milli on board feet annually, or 30 percent of the Nat ion’s softwood lumber supply.Fund ame ntal to our assoc iation ’s effort s are quality control and product uni­form ity. The  associatio n main tains  a  thoroug hly train ed technica l sta ff and con­tinu ally  expands  its engineering and research departments to develop lumber’s inherent capabilitie s. The association fosters and encourages the establishment of enlightened fores try practices so that the region ’s forests wil l perpetu ally remains-a permanent and reliab le source of raw mat eria l for the Nat ion ’s build­ing needs. The associat ion serves as a clearinghouse for industry stat istic s and in the interes t of the consumer and producer alik e makes the guar dian ship  of a competitive frei ght  rate  struc ture a prime responsibil ity. The overriding  con­sideration of the assoc iation ’s existen ce remains a dedica tion to advancem ent, to the wise and efficient use of a product, to the comfo rt and security of the Nat ion’ s people.More than a ha lf million carlo ads of lumber are shipped ann ual ly from the western wood region to thousand s of maj or mark ets, most of them east of the Rock y Mountains. Rai lroads  are the prim ary source of transp ortat ion. It  is vit al tha t this important western economic indu strial force  be assured of an adequate supply of rai lcars—an even flow of both box and flat  cars, if  our wood­using industry is to remain competitive in the Nat ion ’s marketplaces.I wish to add the support of my indu stry  to Hous e bill 425, an d to e xpla in why the lumber industry feels  that  passage of this bill  is necessary  for  the continued vigorous forward advanc e of the industry.  This statem ent is presented as a maj orit y view of the as sociation membership.Our western lumber indus try has lived with severe car shortages especi ally during  our peak production months since the end of World Wa r II . To do our part to obtain maximum util izat ion for  exis ting  equipment the western lumber industry has increased its average loading per car.  For  examp le, in the pine region of the western area the 1961 average weigh t per car  was 58,892 pounds. In 1964, this had increased to 69,805. In the Doug las-f ir region the average  weight  in 1961 was 63,201 pounds w hile in 1964, i t had increased to 79,321 pounds. This  has not been the fu ll answer.Despite the increased util izat ion effort on our indu stry ’s part, in recent years the chronic car shortage  no longer occurs jus t durin g peak production periods. Now it occurs every time tha t our Nation experiences, for  exam ple :
< a i Ma jor  work stoppages such as the recent east and g ul f port dock strike .
( b ) Adverse w eather conditio ns such as prevaile d this winter .(c) State inventory  tax  per iods such a s C ali forn ia’s firs t Monday in Marc h.
( d )  Armed Forces movements hav ing  equipment priorities.(e) Releas e of Credit Comm odity Corporation grain  shipments in large con­centratio ns.
( f )  Any  other condition disr upti ng so-called normal rail  movement.Add to all of these advers e fact ors  a constantly decreasing car ownership on the part of the U.S . rai lro ad s: Fo r example, in the past 10 years, the ownership has declined ap proxim ately 200,000 cars.Despite continu ing efforts on the part  o f our western carriers to build new equipment designed for forest products hauling , our problems continue to in­crease due to the fac t th at  western-owned cars are alleged to be used by the eastern carrier s because they find it cheaper to rent western-owned cars  than to build  their own.I submit tha t our western lumber indus try so dependent on the Nat ion ’s rail­roads to get its products to the market has never advocated additiona l govern­mental regulations. We feel  th at many of the rail roads’ problems stem from over­regulation in relation to the ir competitors.We feel that the chronic  car supply situa tion wil l continue to deteriorate unless means are found to make it more desirable for  carr iers  to build their own equip­ment rather  than to rent ownership of other lines.  Becau se of this we support House bill 425.We ap preciate this opportunity to make our views known.
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Appendix I

Cars owned, installed, and ret ired by class I  railroads, by years, 1955 through 196-',
Y ea r end in g— In sta ll ed R eti re d G ai n  i n  

ow ner sh ip
On  ord er O w ners hip

D ec . 31 ,1 95 5. ...................................... 56,484 
76,643 
95,2 35 
52,291  
58,391 
47,169 
25,633  
29,2 87 
33, 770 
65,801

91,8 79 
63,122 
61,2 98 
73, 553 

106,2 23 
63, 557 
80, 514 
83,612 
71,002 
86,237

-3 5 ,3 95  
13,521 
33,9 37

-2 1 ,2 62  
— 47,832 
-1 6 ,3 8 8  
-5 4 ,8 81 
-5 4 ,3 2 5  
-3 7 ,2 32  
-2 0 ,4 36

135,293 
103, 535 
57,490 
30 ,328 
43,5 00 
19, 503 
13, 327 
13,845 
33,380 
33,5 72

1,6 94,097  
1, 707,683 
1,746,684  
1,725 ,72 3 
1,6 77,965  
1,661, 577 
1,6 06,696  
1,552,371  
1,5 15 ,13 9 
1, 494, 707

D ec . 31 ,195 6___________________
D ec . 31, 1957________ __________
D ec . 31 ,195 8________ ___________
D ec . 31 ,195 9........ ...............................
D ec . 31, I9 60 .. .......... .........................
D ec . 31, 1961____ _____________
D ec . 31, 1962_______ _______ _
D ec . 31, 1963........ . ......... ...................
D ec . 31, 1964.......... ................. .........

So ur ce : A ss oc ia tion  of A m er ic an  R ai lroad s,  C ar Se rv ic e D iv is io n  (C S-5 4A ),  F eb . 10, 1965.

Appendix II
Sum mary of car-loading survey, for the Douglas-fir and western pine region

C ar s u n d e r  42 feet C ar s ov er  42 fee t T o ta l ca rs

N um ber
ca rs

A ve ra ge
w eig ht

N u m b er
ca rs

A ve ra ge
w eig h t

N u m b er
ca rs

A ver ag e
w eig h t

P in e  r eg ion:
1961: A ll  c a rs _____ ____ 1.761

1,398
3.8 66

1,306 
2,8 97 
2, 091

58,892  
70. 093 
69, 805

63,201  
77,217 
79,321

1962: All ca rs _______ 1,201 
3,4 40

68,201 
68,2 00

197
426

81,626 
82, 674

1964: A ll ca rs _____
D ougla s- F ir  r eg io n:

1961: A ll ca rs  ___ ______
1962: A ll  c a rs ___  ____ 2,217

1,45 9
74, 642 
76,061

680
632

85, 611 
86,8 481964: A ll  c a rs ______ __

So ur ce : S u rv ey , Ju n e  19-2 3, 1961, su rv ey , J a n . 15-20, F eb . 12-1 7, M ar.  12-17, 1962, su rv ey , M a r. 16-28 , 1964.

Statement  of Western F orest I ndustries Association, P ortland, Oreg.
Mr. Chairman and members of the committee, I am Joseph S. Miller of 210 A Street NE., Washington, D.C. I appear  here as the representative of the Western Fores t Industries Association, a nonprofit t rade  association with head­quar ters in Portland, Oreg. Our association represents approximately 125 lum­ber and plywood operators  in Oregon, Washington, California, Idaho, Montana, and Colorado.
Western Fores t Industries Association appears here in support of H.R. 7165, and related bills, to amend section 1(14) (a ) of the Inte rsta te Commerce Act, to insure the adequacy of the railroad freig ht car supply. The problem is one that the lumbermen of the West have been living with, year in and year out, since the earli est days of the western lumber industry. I do not pretend, Mr. Chairman, to have any more than the most superficial knowledge of the prob­lem’s complexities, but I do know tha t for many of our association’s members, the question of the freigh t car supply is one of survival or else. These lumber shippers need your help in amending the Inte rsta te Commerce Commission rules in order to make cars available to get thei r products to market. As Congress­man Duncan, of Oregon, has pointed out ea rlier  to you, “the rules of the Associa­tion of American Railroads have not worked and the Government must move to protect the public interest which includes tha t of the railroads  themselves, as well as the shippers and the consumers.”
I have said this problem was not new’, Mr. Chairman. With your indulgence, I would like to quote the last four stanzas of a piece of doggerel tha t illustra tes the problem of the mill operator waiting for freight cars to come. The verse,
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if  i t may  be cal led  th at , describ es a t length  an  old ma n by a lum ber mil l star in g 
dow n ra ilr oa d trac ks  thr ough  an  an cie nt  telescope . I t conclud es th is  w ay :

“H e wou ld look ‘way  off t ’ward the sunk is t Sou th,
And hi s face was filled w ith  so rrow ,

And the only t hing  th at he would say,
Wa s ‘They promised me some to mo rro w.’

“A s tra ng er  pa ssing by one day ,
Inqu ire d of a na tiv e son :

‘Who is th at  man who s its  o ver  the re,
Wi th the  ant iqu e visi on gun ?’

“ ‘My fr iend ’, the  na tiv e an swere d.
As he  wiped aw ay  tlie tears.

‘You shou ldn ’t spe ak of him th at w ay,
Fo r h e’s been there 50 yea rs.

“ ‘Why t hat  m an’s story to u s here ,
Is  as  com mon as the  s ta rs ,

He’s a  w est ern  Oregon lum berman ,
Looking fo r S.P. ca rs .’ ”

The in te re sti ng  thin g, Mr. Ch airma n, is th a t th is  piece of dog gerel wa s fir st 
publishe d in 1915—a ha lf  centu ry  ago, and , as  the  ne xt-to -la st stan za  sugg ested, 
the  problem  had exi sted fo r 50 ye ar s up to the n. So w ha t we ar e deali ng  wi th 
he re  is pe rhap s a century -old  sit ua tio n.

I t is a bad sit ua tio n alm ost  eve ry year,  bu t th is  ye ar  it  seem s to be a li tt le  
worse. Hu ndred s of mil ls thr ou gh ou t the  West ha ve  th ei r ya rd s sta cked  high  
with  lum ber , prac tic all y al l of it  sold  to custo me rs in the Midwest  an d East,  
who are , them selves, ma rki ng  tim e on cons tru cti on  projec ts wait ing for the  
shi pm ent s to arrive . W ith ou t th e cars, th e lum ber can no t move.

Mr. Chairma n, wi th a sti ll-expand ing  economy, dependent in p art  upon  a 
ste ad y supply  of lum ber , the dim ini shing  supply  of ra il ro ad  ca rs  th a t plague s 
the in du st ry  does no t make sense.  Produc tio n th a t ca nn ot  be tran sp or te d to the 
marke ts is sem iworthless.  The resu lti ng  loss es to the na tio na l economy ar e 
no t small.

Mr. Chairman, th e wes tern  lum ber in du st ry  has  don e everyth ing  with in  it s 
pow er to help  all ev ia te  the  ca r sho rtage . In  1961 th e in du st ry  sub mi tted an  
inc ent ive  pro gra m to th e we ste rn  road s an d the n suc ces sfu lly  nego tia ted  out  
the det ail s. The in te nt  of th e incenti ve  ra te  ar rive d a t wa s fo r the  purpo se of 
inc rea sin g ave rag e ca r loading, th us  low ering th e nu mb er  of ca rs  needed. Th e 
shi pper the n rece ived  a  sligh tly  low er ra te  i f he exceeded th e min imu m pound age  
req uir ed  by the  r ai lro ad s.

The pro gra m ha s been  successful. Since it s inc ept ion  ca r loadings have  
inc rea sed  by abou t 20 percent, wh ich  means  th a t ap prox im ate ly  th at  few er 
numb er of ca rs we re nee ded  to  ca rry the prod uc t to marke t. I sho uld  po int  ou t 
th a t the lum ber  in du st ry  did  no t benefit  very much from th is  arran geme nt . The  
7 cent s pe r hu nd red pou nd redu cti on  in ra te  wa s quickly ea ten up by the hig her 
loa din g and un loa din g costs. Th e ra ilr oa ds  on th e othe r ha nd  no t only bene fited  
from the  reduce d need to co ns tru ct  and m ai nt ai n cars,  bu t also gained  sub­
st an tial  benefits in inc reased  ca r revenues —ab ou t 30 cents  pe r hu nd red poun ds.

In  brie f, we bel ieve th a t th e lum ber in du st ry  ha s done more than  its  sh are 
to help solve th is  p rob lem .

None of us, Mr. Ch air ma n,  wan t to see any unnecessa ry regu lat ion s passed.  
Ru t the evidence  is ample  a nd  conclusive th a t the  v olun tary  way  is no t working . 
Fo r some decade s now th e rec ord  is clea r th at th e ea ste rn  ra ilr oa ds  find it 
che ape r to re nt  wes tern  ca rs  th an  to  build  th ei r own. Th e Ass ociatio n of 
American Rai lro ad s iss ues al l so rts  of orde rs  requ iri ng  th e re tu rn  of cars.  The 
In te rs ta te  Commerce Com miss ion issues  ord ers . Th e ca rs  do no t ge t pro per ly 
re tur ned and the  ea stern ro ad s refuse  to bu ild  th ei r sh ar e of cars.

The pro mp t pa ssag e of H.R . 7165, Mr. Ch air ma n, wi ll be an  im po rta nt  ste p 
in all eviat ing  th is  si tu at io n and breakin g the  log jam  of frei gh t ca rs  in the  
Eas t th at  belong in th e We st, loa din g lum ber products fo r ma rke t.

Thank  you fo r your cour tes ty,  Mr. Ch air man  and members  of the com mit tee .
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Statement of National  Council of F armer Cooperatives

The  N at io na l Co uncil  of  F a n n e r Coo pe ra tive s,  wh ose m em be rshi p re pre se nts  
ap pr ox im at el y 5,700 of  th e  fa rm er m ark eti ng  and pu rc ha si ng  co op er at iv e as so ci ­
a ti ons in  a ll  p a rt s of  th e  co un try,  su pport s le gis la tion  cu rr en tl y  be fo re  y our  c om ­
m it te e de sign ed  to in su re  th e ad eq ua cy  o f th e na ti onal ra il ro ad  f re ig h t car  s up pl y.

Alth ou gh  th e co un ci l view s fa vo ra bly  th e bi ll II .R . 7105, in trod uc ed  by C ha ir ­
m an  Oren H arr is , of  you r co m m itt ee , on  A pr il 6, 1905, we  b eli ev e th e am en dm en t 
ad de d to  th e si m il ar Sen at e bi ll 1098, pas se d by th e  Sen at e on Ju ne  30, 1905, is a 
st re ngth en in g and he lp fu lly c la ri fy in g  pr ov is io n and  is  w or th y of yo ur  care fu l 
co ns id er at io n.  We su pport  th e p a tt e rn  of  au th o ri ty  gra n te d  by eit her of  th es e 
bi lls  to  th e  In te rs ta te  Co mm erc e Com miss ion an d def er to  th e ju dgm en t of  you r 
co m m it tee as to  th e exact la ng ua ge  th a t w ill  m os t ef fecti ve ly  and fa ir ly  ac co m­
pl ish th e pu rp os e of  t he  l eg is la tion .

The  co un ci l’s au th o ri ty  fo r su pport  of  th is  le gi sl at io n is co nt ai ne d in a po licy 
re so lu tion  ad op te d by th e  co un ci l del eg at e body  in  19(14 re ad in g as fo llow s:

“R ai l ca r u ti li z a ti o n : Ther e is  a pu bl ic  obl ig at io n upon  ra il ro ads to  p ro vi de  an  
adeq uat e ca r supp ly  to  m ee t th e ne ed s of  a g ri cu lt u re  and in dust ry . Ther e is al so  
a m utu al  re sp on sibi li ty  up on  ra il ro ads and ra il  sh ip per s and rece iv er s,  incl ud in g 
G ov er nm en t ag en cies , to  m ak e eff icient us e of  ra il  eq ui pm en t. The  co un cil  will  
su pport  appro pri a te  ac tion  de sign ed  to  re qu ir e  a d is ch ar ge of  th es e ob lig at io ns  
and re sp ons ib il it ie s. ”

In cr ea se d dem urr ag e ch ar ges  ha ve  been  im po sed to  in su re  pro m pt  load in g an d 
un lo ad in g in  di sc ha rg e of  th e ob lig at io n of  sh ip pers  an d re ce iv er s fo r an  eff icie nt 
us e of  ra il ro ad  eq uipm en t. The  au th o ri ty  ve st ed  in  th e  In te rs ta te  Co mm erc e 
Co mm iss ion , ho wev er , has pr ov en  who lly  in adequa te  to  en co ur ag e or  re quir e th e 
ra il ro ads to  mee t th e ir  pu bl ic  ob lig at io n to  pro vi de  an  ad equate  fr e ig h t ca r 
su pp ly .

We en te rt a in  no  de lu sion  th a t th is  or  any o th er le gis la tive ac tion will  im me ­
dia te ly  or  w ith cert a in ty  by some  mag ic  pr od uc e an  adequate  fr e ig h t c a r supply.  
B ut ap pr ov al  of  th is  le gi sl at io n w ill  be a fi rs t st ep  in  th e  r ig h t d ir ec tion  and wi ll 
su pp ly  ac tion  w he re  fo r years  th ere  has la rg el y  been  on ly di sc us sion  an d de lay  
in  ef fecti ve  ac tion ac co m pa nied  by a sh arp  di vi si on  w it h in  th e  ra il ro ad  in dust ry  
it se lf . The  su bs ta nc e of  th e  co un ci l’s re co m m en da tion  is  th a t now a ft e r th e 
years  of  di sc us sion  an d re co gn it io n of  th e  fa c t of  annuall y  re cu rr in g  fr e ig h t ca r 
sh or ta ge s,  yo ur  co m m it te e and th e Con gres s ta ke  ac tion to  a ll ev ia te  th es e sh ort ­
ag es  and se t in  mot ion re gu la to ry  pr oce du re s de sign ed  to  in su re  a t le as t a mo re  
adeq uat e na ti onal ra il ro ad  f re ig h t c a r su pp ly .

F arm er co op er at iv e bu si ne ss  o rg an iz at io ns of  th e  countr y  a re  la rg e an d im­
p o rt an t use rs  of  ra il  fr e ig h t se rv ices . T he  N ation ’s fa rm ers  th ro ugh th e ir  co­
op er at iv es  pa y man y m il lion s of  doll ar s an nuall y  to  th e  ra il ro ads of  th e  co un try.  
T he m ar ket in g  and  d is tr ib u ti on  burd en s in ci den t to  fr e ig h t ca r sh ort ag es  fa ll  
hea vily up on  th e ag ri cu lt u ra l se gm en t of  th e  econ om y whi ch  has to bea r a la rg e 
sh are  of  th e re su lt in g  co st s an d which  ca nnot pas s th es e co st s on to  ot he rs .

The  council , as  a ge ne ra l i>oliey, su pport s re li ance on co m pe tit ion ra th e r th an  
re gula tion  as  th e fo und at io n fo r na ti onal tr an sp o rt a ti o n  po lic ies . The  ac cu m u­
la te d  ex pe rien ce s and ev iden ce  of th e  ye ar s,  ho wev er , conv ince  us  th a t th e  are a 
co ve red by th is  legi sl at io n is  on e in  which  th ere  is ne ed  fo r Co ng ress  to  ve st  
add it io nal au th o ri ty  in th e Co mmiss ion to  dea l ef fect ively w ith  th is  prob lem of  
na ti onal scope which  has  ad ver se ly  af fe cted  a ll  se gm en ts  of  th e eco nom y. Th e 
co un cil , th er ef or e,  re sp ec tfully ur ge s pro m pt  an d fa vor ab le  ac tion  by your com­
m it te e on th is  legi sl at io n.

Statement on Behalf of th e National Lumber  & Building  Material 
Dealers Association

Mr. C ha irm an  and mem be rs  of  t h e  c om m itt ee , my na me is  T ho m as  T. Sn ed do n.  
I  am  ex ec ut ive vice  pre si den t of  th e  N ational Lum be r & B ui ld in g M at er ia l D ea l­
er s Assoc ia tio n w ith  h eadquart e rs  a t su it e  302, R in g Bui ld ing,  W as hi ng to n,  D.C.

O ur  na ti onal as so ci at io n is a fe dera ti on  of  29 re gi on al  an d S ta te  lu m ber  an d 
bu ildi ng  su pp ly  as so ci at io ns  w it h  a m em be rshi p of  ov er  15,000 in de pe nd en t 
bu si ne ss  fir ms en ga ge d in  d is tr ib u ti n g  bui ld in g m ate ri a ls  to  bu ilde rs , in dust ri es , 
and re ta il  co ns um ers. O ur s is  th e  on ly  as so ci at io n sp ea ki ng  fo r th is  im port an t 
b ra nch  of  th e d is tr ib u ti on  in dust ry . T he doll ar  vo lume of  th e  bu ildin g m at er i-
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als distribution industry approximates $7,022 billion per year according to 1963 
census.

This statement is in support of II.R. 7165.
The committee is doubtless famil iar from prior testimony with the difficulty 

this legislation seeks to allev iate ; namely, the hoarding of boxcars during sub­
stantial periods of the year by railroads other than the owning roads. This 
legislation would arm the Intersta te Commerce Commission with the authority  
to fix r enta l rates  for such cars so as to discourage such hoarding.

The problem is particu larly acute with respect to wide door and double door 
cars especially adaptable to facilita te the handling of plywood and lumber. The 
economies of our industry  require maximum use of mechanical devices for load­
ing and unloading of such materials. Hand loading and unloading of old style 
cars result s in higher costs which, in turn, must be passed on to the consumer. 
There is an inadequate supply of wide door cars, which unfor tunate ly for our 
industry, are also of great ut ility for shipping other products.

As the recipients of the shipments of lumber products from the mills, we, as 
distributors, are keenly aware of the need for such legislation as your committee 
has under consideration, and the ICG regulations we would hope would result 
therefrom.

Many of our members yards are wholly or substantially dependent on rail  
shipments, particularly  of materials  originating on the west coast.

In order for us to buy advantageously, it is impor tant for our indus try and, 
in turn, important to our customers, tha t transpor tation bottlenecks be held to 
a minimum. Otherwise, unnecessary distort ions occur both in supply and 
price. Presumably, we need not elaborate on the consequences of inadequate  
shipping faci lities in peak construction periods or in specific locations in terms 
of costly construction delays as well as escalation of prices during shortage 
periods. The principles of time and  place economics are clearly operative under 
such circumstances. It  is axiomatic that  consumers eventually pay these extra 
costs.

Aggravating this problem is the net decline in boxcar supply in the order of 3 
percent per year. Your committee has without doubt been adequately supplied 
with figures on this score.

Unless something is done to increase the tota l supply of properly designed, 
modern boxcar rolling stock, we can antic ipate  an even grea ter and costlier dis­
location of our lumber dis tribution system. Our Nation is now aspiring to tran s­
port several tons to the moon, and has the technology within it s grasp to do so ; it 
would not seem unreasonable to expect more efficient management methods and 
facilities to transpor t plywood and other lumber products from Oregon to Ohio. 
The first step would appear  to be the striking off of outmoded boxcar rental 
shackles.

As dist ributors we are keenly aware of lumber production d isruptions caused 
by car shortages engendered by the practices  of dist ant roads hoarding a limited 
supply of cars. When mills operate at high capacity, with the ir production mov­
ing smoothly over the rail s to our  d istribu tion yards, and we, in turn, distribute 
promptly to users, the maximum economies of automated and efficient plants 
can be passed on to the consumer in both service and price. Conversely, when 
production must be e ither  curtai led or frequently interrupted  due to car short­
ages, our yards quickly feel the effects—again in service and price.

Our dealers report many instances  of mill production reduction or shutdowns 
resulting from this boxcar situation.

In the case of use of small-door cars, the practice sometimes utilized of charging 
increased unloading costs back to  the mill in one form or the other is an illusion- 
ary and temporary solution to a basic economic situation. It  takes no mental 
giant  to conclude that over a period of time such costs will find the ir way into 
the price of the product—and again, eventually to the consumer.

Our membership normally prefers to avoid the necessity of seeking govern­
mental agency intervention to any greater degree than necessary. In this 
instance due to the economics of the boxcar and railroad situation , to the mani­
fest  inequalities of the car-rental system and to the hoarding practices, we feel 
that  authority should be given the Inte rsta te Commerce Commission to issue cor­
rective regulations. It  would be our hope that, if given such a mandate, the 
Commission would take the necessary steps to correct these inequities which 
are and have an unnecessary and costly impact on the ultimate consumer of 
building material products.
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Sta te me nt  by P h il l ip  M. Corby, T raffi c Manag er, E vans Gra in  Co.
This statement is presented on behalf of Evans Grain Co., Salina, Kans., to 

record our interest  in and support  of Senate hill 1098 and plea for its prompt passage. As traffic manager, fo r Evans Grain Co., par t of my duties  is the secur­
ing of rail equipment at  the some 100 country elevators located throughout the 
States of Kansas, Nebraska, Iowa, Colorado, and Wyoming. These elevators 
are engaged in the business of storing, buying, and selling grain.

To successfully carry  on th is business, it  is mandatory th at adequate rail  tr ans ­
portation be available when and where needed. Each year, during harvest sea­
son, it is becoming more and more difficult to carry  on this business for lack of rail  equipment. To give you a  few illust rations of the difficulty of carrying 
on our business in the country, I would like to use some examples of the sit­
uation tha t existed at  various  country elevators during the fall  harvest of 1964 w’herein we were handling the milo and corn harvest as well as loading out and 
shipping Commodity Credit Corporation grain from these s tat ion s:

At Imperial, Nebr., located on the Burlington Railroad, we received a Com­
modity Credit loading order on the 14th of September. We ordered 49 empty 
cars on the 14th. These cars were furnished as follows: 1 car in September, 10 cars in October, no cars in November, and 38 cars in December. The ele­
vator  has track  space for 11 cars and can load 11 cars a day. The most cars 
we were furnished on any 1 given day was six cars on the 29th of December. 
So we went from September through December to fill a 49-car order.

At Geneva, Nebr., we ordered 34 cars on September 14. We received 6 empties 
in September, 4 cars in October, 18 cars in November, and 6 cars in December. 
This elevator has track  space for 12 cars and can load 10 a da y; but the most ever received any 1 day was 5 cars.

At Arapahoe, Nebr., on the Burlington, we received a Commodity Credit load­
ing order on the 10th of September, and we ordered the cars on the 10th. We 
received one car in September. No cars were received in October or November. This order was finished in December.

At New Cambria, Kans., on the Union Pacific, September 24 we ordered 17 
ca rs ; we received 9 cars  in October, 4 ears in November, and 4 cars in December. 
They can spot 30 cars a t a time in the re ; and can load 6 a day.

At Wilson, Kans.. on the Union Pacific, on September 26, we ordered 32 cars. 
We were furnished  17 cars in October, 12 cars in November, and 3 cars in Decem­ber to finish that order.

At Rydal. Kans.. on the Rock Island, we ordered 80 cars on September 26. 
We received 8 cars in October, 15 cars in November, 29 cars in December, 24 cars in January, and 1 car in February to finish the SO-car order.

At Riley, Kans., on the Rock Island, September 23 w*e ordered 27 cars. We got 4 ca rs in September. 9 cars  in October, and 14 cars in November.
At Arriba, Colo., on the Rock Island, on August 18 we ordered 49 cars. On September 9 we ordered 42 cars. On October 13 we ordered 61 cars . This was a 

tota l of 152 cars on order to fill Commodity Credit loading orders. We re ­
ceived 14 cars in August, 27 cars in September, 7 cars in October, 23 cars  in 
November. 46 cars in December, 32 ca rs in Janu ary of 1965. That  elevator has trac k space for 15 cars per day and can load 15 cars per day.

These circumstances cited above were primarily  connected with handling 
Commodity Credit loading orders. These orders cover grain owned by the 
Government, in storage at these elevators. When they order this grain shipped we must comply as soon as possible.

These loading orders came at  the  same time as the milo and corn harvest.  In 
other words, we were trying  to handle  new harvest  grain and make shipments of old storage grain at  th e same time.

From the previous illus tratio ns it  is apparent tha t we were unable to handle 
the loading orders for Commodity Credit let alone the current harvest grain.

At Arapahoe, Nebr., I gave you our Commodity Credit story. We finished harv ­est with 15,000 bushels of grain on the ground. Tha t was cash grain. But to 
stay at  only 15,000 bushels on the  ground, we trucked over 60.000 bushels away 
from the elevator. Tha t was grain tha t could have moved by rail. In order 
to keep the gra in off the ground, it  was necessary to sell it  by truck.

At Frank lin, Nebr., at  one time we had over 70.000 bushels of grain on the 
ground. On November 19, we needed 29 cars at  t ha t station. On November 25, 
the following week, we needed 25. December 3, we still needed 20. And on 
December 10, we still needed 10. You can see we received a few cars each week
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but not enough. This required t rucking 45,000 bushels of grain from Franklin  to 
get off the ground.

At Imperial, Nebr., another s tation I mentioned earl ier, we had to do our cash 
business by truck. We could not get the cars to even handle Commodity Credit 
Corporation grain.

At Saronville, Nebr., we had 60,000 bushels of grain on the ground.
At Hildre th. Nebr., another Burlington sta tion, we had 55.000 bushels of milo on 

the ground. We trucked it all.
On October 20, we called the Omaha office of the Burlington Railroad to tell 

them the position the elevators were in tha t morning. We needed 286 Burling­
ton cars. Tha t was not for speculative loading. We do not believe in ordering 
10 cars  if we need 5. We only order exactly what  we need then expect per­
formance by the railroad.

On th at same day we called the Rock Island Railroad, we needed 318 cars.
On December 11, we made a summarization which was, in part,  as follows:
“During the immediate past fall milo harvest we had to truck approximately 

360,000 bushels of grain from our country elevators located on the Burlington 
Railroad. This grain  was trucked because the C.B. & O. was unable to furnish 
boxcars and we could not afford to leave the grain on the ground until the car 
shortage  ended * *

This places quite a burden on these individual country elevators in thei r 
buying and selling program and of course affects the farm er in marketing his 
grain.

At one time the Interst ate  Commerce Commission had service order 945 in 
effect. This order specifically directed t hat  cars  of certain railroads be returned 
to them.

Here is an exchange of telegrams I had with the ICC concerning service orders :

October 8, 1964.
I nterstate  Commerce Commis sio n,
Chairman, Washington, D.C.:

Situation  desperate for rail equipment to load grain at our Kansas  and Ne­
braska elevators.

Please reissue service order 945 or similar new one to cover in par ticu lar CBQ 
CRIP UP and MOP.

E vans Grain  Co., 
P hil lip Corby.

October 9, 1964-
P hil lip Corby,
Evans Grain Co.. Salina, Kans.:

Reurtel 8th. Commissions order 947 designed accomplish everything order 
similar  to 945 AD MREXXX and more. Order 947 is being policed diligently 
by our field organization.

Kenne th  H. Tuggle,
Commissioner, ICC. 

October 12, 1964.
Kenn eth II. T uggle,
Commissioner, ICC,
Washington, D.C.:

Service order 947 may be designed to help but cars  getting scarcer and piles 
getting bigger. We need help at Burlington points in Nebraska.

Evans Grain Co., 
P hil lip Corby.

October 14, 1964-
P hi ll ip  Corby,
Evans Grain Co., Salina, Kans.:

Retel 12th addressed to Commissioner Tuggle has been referred to me. Heavy 
releases gulf por ts plus strong directive to carriers compliance service order 947 
Should improve car supply to Burlington.

R upert L. Mur phy,
Commissioner, ICC.
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November 13, 1964.I nterstate Commerce Commission,

Chairman, Washington, D.C.:
Burlington railro ad still not able furnish box cars to meet shippers commit­ments. Unable to make dent in grain piled on ground. We need al l help possible.

Evans Grain Co., 
Phillip Corby.
November 16,1964-Phillip Corby,

Evans Grain Co., Salina, Kans.:
Reurte l Chairman, Commission distribut ion orders issued to relieve car situa­tion on Burlington.

C. W. Taylor,
DR XX  Director, Safe ty and Service, ICC.

About all that ICC service order 947 amounted to was a resta ting of the  Asso­ciation of American Railroads as service rules.
From o ur viewpoint the  AAR rules do no good. There is no p ractica l way to enforce them.
Finally, on November 16, as indicated by the las t telegram, orders were issued which finally began to help the car situation. It  is unfo rtunate tha t it took 60 days for the ICC to  act.
One of the contributing factors to the car shortage is the natu re of the grain movement. Vast quanti ties of grain are exported via the gulf ports, other movements are into eastern  terri tory and from time to time to the west coast. These movements take the cars beyond the rails  of the grain originating lines into the hands of destination  carriers . These cars are used by these carr iers  for their  own purixises and are returned to the owning lines very slowly.We believe passage of S. 1098 would stimulate the movement of these cars back to the owning carrie rs and make it more attr act ive for the deficient car owning lines to  build or buy equipment of th eir own.
The 1965 fall harvest is under way a t this time. Already a car  shortage has developed. We understand the ICC lias already issued some service orders re­quiring  cars be sent to certain grain originating carrie rs. We urge prompt  action toward  passage of this  bill to help remedy this situation.

Statement op Glenn Kohr, Traffic Manager, Morrison Grain Co., Inc., 
Salina, Kans.

I am Glenn Kohr, traffic manager for Morrison Grain Co., Inc., of Salina, Kans. I am here today to have our statement entered into this  committee’s record on behalf of Morrison Grain Co., Inc., and its affiliated companies.We operate grain elevators and storage facilities in the States of Kansas and Oklahoma with a combined storage capacity of over 17 million bushels. These grain-handling and storage facilities have all been erected and operated in such a manner in order to make full use of rail transportation. However, there have been many times in the pas t, and there will probably be many times in the future , when we have been, or will be, forced to use other modes of transporta­tion—namely, t rucks—in order to  keep operating dur ing periods of car shortages.Not too many years ago we were faced with car  shortages only about twice a year, which was during the wheat and milo harvests. The situation has deteriorated so we are now almost constantly harassed with car shortages. This situat ion is costly both to us, the shippers, and to the railroads serving us. In many cases, during peak periods of loading out and unloading cars, we ar e forced to hire additional employees in order to keep abreast of the workload. They, as well as our full-time employees, must be paid regardless of whether or not we have cars to load.
We have lost many thousands of dollars annually in labor costs alone due to the lack of cars. Idle fac ilities are also costly.
Another facet to this situat ion is t ha t we lose a substantial amount of storage and handling income due to the rail road’s inability  to furnish  empty boxcars to the country elevators. Because of this inability on the par t of the railroads,
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they, too, are losing a sizable amount of revenue every year to trucks. When 
grain leaves  a coun try eleva tor by truck, the rai lroads  can be cer tain they will 
not  receive 1 penny’s worth  of revenue. Nearly  all grain trucked direct to 
Kan sas  City and  other Missouri River  markets  is forw arde d by barge  from 
there.

Two or three months from now we will likely open our  morning paper only 
to be confronted with the very fam ilia r pictu re of thousands of bushels of gra in 
piled high in the cen ter of the street  or near a count ry elev ator  in some K ansas 
or Nebraska communities. Gentlemen, there is one and only one reaso n that  
a pic ture  of this  kind could ever be made and that  reason is ca r shortages.

In  the April 3, 1905, issue of the Traffic World there is an equipm ent da ta 
rep ort  on revenue fre igh t cars  which was prepared by the  Car  Service Division 
of the Association of American Railroads. The report shows th at  the total  
ownership  of boxcars by class I rail roads declined 16,370 cars  in  the period from 
March 1, 1964, to March 1, 1965. During this  same period there was an overall 
loss of all types of cars  amoun ting to 12,735. This  trend is cer tain ly not  con­
duct ive towa rd re lieving the car shortage problem.

In  the period  from October 1, 1964, through December 31, 1964, our term inal  
elev ator  at  Salina, Kans., received loading orders from Commodity Credit 
Corporation total ing 877,412.65 bushels. We order car s from the  road-haul 
ca rriers  promptly af ter receipt  of loading orders. Under normal conditions and 
providing we would be able to obtain cars  from the rail roads, we would have 
been able to complete each of the loading orders in 1 or 2 days. However, 
because  of car  shortages , it has  taken  us from 9 to 43 days to complete these 
loading orders af ter the date the cars  were ordered .

On October 7, 1964, we received a loading order from Commodity Credit 
Corporation for 50,006 bushels of wheat, which, had  we been able to get the 
cars,  we could have completed in 1 day, yet this  loading ord er was not com­
pleted until November 20, 1964, 43 days af te r the car s were ordered. The re­
maining 11 loading orders we received dur ing this period requ ired an average 
of approximately  21 days to complete af ter the  cars were ordered for  loading.

Dur ing the period January 1, 1965, through March 31, 1965, we received load­
ing orde rs from Commodity Credit  Corporation tota ling  594.299.60 bushels. Two 
of these  orde rs amoun ting to a tot al of 41,823 bushels  were  completed prior to 
the longshoremen strike. The remainder of the cars were  actually  ordered 2 
or 3 days prio r to and in ant icip atio n of the settl eme nt of the dock strike. At 
the present time we are  stil l trying  to complete shipm ent on two of the loading 
orders.

On the  completed loading orders, the  average number of days needed to 
complete them af ter  the  car s were ordered was approximately 30 days.

The sta tist ics  just  mentioned are  no longer the exception but  ra th er  the 
rule. The exceptional length of time necessary to complete loading orders is 
not, in some cases, due to the rai lro ad’s inabili ty to set car s for loading, but 
ra ther  due to the rai lro ad’s inabili ty to set usable  cars  for  loading. There have 
been many times th at  we have had  to “bad ord er” as high as  50 pe rcen t of the  
ears furnished. This  ra te  of 50 percent is on the  high side, but we estimate 
that  the average ra tio  of bad-order  c ars  to actual  c ars  placed for  loading at  our 
Salina terminal eleva tor to be an alar ming 33% percent .

Another cont ributing factor, and we believe the  most imp ortant  one, is the 
fac t that  the  car-deficient eas tern rai lro ads pre fer  to pay per diem charges , 
which are  ent irely too low as compared with  the  present-day cost of owning 
equipment, ra ther  than  t o ret urn the cars to the ir home lines.

On January  1, 1964, th e rail roa ds on their  own ini tia tive agreed to change the  
per diem rate  from the longstanding $2.88 per  car,  to a gradua ted  schedule 
ranging from $2.16 to $7.74 depending upon the original cost per  car  less 
deprecia tion.

At first glance it would appear that  the rai lroads  had  actually  increased 
the per diem charges. However, this is not the  case. They actual ly reduced 
the per diem charge, thereby making ca r ownership less attr act ive . True,  the  
per diem charge on some cars  such as the new hopper cars or damage-free box­
cars  was increased, but  these cars are in the  minority. The per* diem charg es on 
most of the standa rd boxcars (the workhorses of the rai l tran spo rta tion fleet) in 
use today was in rea lity reduced from $2.88 to $2.16 because the major ity  of 
the boxcars  used today fall  in that  category  of per diem g roup I.
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Recen tly there has  been a bill introduce d in the Senate which would give the 
In ters ta te  Commerce Commission the  power  to set per  diem charg es. IV e are  
confident  th at  th is is a  s tep in the rig ht direction. We of  the Morrison Grain  Co., 
Inc., supp ort and  endorse Senate bill 1098 an d urge passage of thi s bill.

Statement of Sylvester O. Moberly, Traffic Manager, C-G-F Grain Co., 
I nc., Salina, Kans., Representing Salina Board of Trade

My n ame is Sylvester O. Moberly. I am traffic manag er of C-G-F Gra in Co., 
Inc., and  I am represen ting  the  Salina Board of Tra de,  which  is sim ilar to the  
Kan sas  Board of Trad e, a nonprofit organizat ion  of gra in intere sts  in Salina.

Several of the members of this  board of tr ade own o r ope rate  coun try elev ator s 
and  sub term inal  eleva tors in Kan sas  and  Nebraska, rep resent ing  well over 
100 million bushe ls of storage space and represent ing  a considerable volume of 
merchan disin g business , all jeopardized by the almost con stant shortage of 
equipment th at  exis ts and has  exis ted over the  pa st seve ral year s. And it 
threa ten s to get worse for  the future .

To sta rt,  one of the  elev ator s represen ted here has  records showing an 
existing shortage as of J an ua ry  24, 1964, of 287 cars. On t ha t date an add itio nal  
order for  156 cars  was placed, and  these are due to Government loading orde rs. 
In addition , ano ther 150 ears were ordered between the  24th of Janu ary and  the  
18th of Feb rua ry to hand le commercial commitments. This made a tot al of 
593 cars orde red dur ing this  period.

Had the re been no oth er orders, we would prob ably  have been fa irl y close 
to comple ting this  portion  of i t. Bu t the re were  o the r orders, the  g rain business 
being such th at  it  cann ot be shu t down merely because the  ra il ca rri ers cann ot 
furnis h equipment.

It  was n ot unt il Feb rua ry 18 tha t a  Government order scheduled for completion 
on Febru ary  11 could be finished. And this,  remem ber, is over a yea r ago. 
This was  in January of 1964.

Then in March, March 20, an  or der  was p laced for  55 car s, and  n ot until  March 
31 were sufficient cars  furn ished so the  backlog  could be loaded  and  thi s 
pa rti cu lar ord er star ted .

Continuing on th at  line, ther e were  two events in April,  one in May, August, 
September, and  October. These same occurrences  happened. Car s were ordered 
for  ship men t and  delayed anyw here  from 5 to 10 to 15 days.

This  is the experience of th is one elevator.
Then from ano ther member of the board of tra de  wi th an elevato r in cen tra l 

Kan sa s: On September 28, 1964, they orde red 28 ca rs. They need those  by the  
5th of October. They received them as fol low s: On the  6 th of October, two cars . 
On the  9 th of October, three cars.  On the 19th of October, one car. On the 23d 
of October, one car. On the 27th of October, three cars . On the  24th of Novem­
ber, fou r cars.  On the  30th of November, fou r cars . December 2, thr ee  cars.  
December 9, one car. December 14, one car. December 16, three cars. Decem­
ber 18, four cars.  December 22, one car.

It  took 78 days to  fill an order fo r 28 cars.
And then for the  same owner with a cen tra l Neb raska location. The re are  

three of  them repre sented. I wi ll read one of them.
They ordered  23 cars on Janu ary 4, 1964, and  they needed them by the  8th. 

On the  15th, 11 cars  were placed, on the  16th 1 car. on the  20tli 6 cars,  on the 
22d 1 car, on the  28th 4 cars. This  made 24 days to furnish  23 cars .

Then  he has  one order for  cars th at  is stil l open at  the pre sen t time. This  is 
at locat ion No. 3 where  20 cars  were ordered on March  4, 1965. needed by March  
16. As of the  13th of April they  s till  needed 10 cars  a t thi s location.

In Jun e of 1963, we were on record before the Tran s-Missonri-Kan sas Shippers 
Board as follow s:

“As to ca r supply, in November we ran a car  check for  10 d ays  covering 141 
cars. Th irty -th ree  were bad order car s unfit for  gra in loading. This  is nearly 
25 percent  bad order. In addition during thi s period the re were  several that  had 
to be t ransloade d en rou te because of fa ult y equipment. During the period  a fte r 
the  s trike  ended, the port strike, our  pe rcen tage  o f bad ord er ca rs ran as high as 
50 to 60 percent. On 2 days we received 18 cars 1 day and had to rej ect 16. On 
the  following day  we received 14 and  all 14 were  bad order , thi s group  switched 
in e rro r as some had had bad order tag s on th e doorways.
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“During the period following the end of the s trike, up until  the middle of May, 
the Salina area was from 400 to 700 cars short  every day. North of us the si tua ­
tion was even worse and is just now clearing up. I think you are all aware  of 
the fact tha t in Nebraska, from about the middle of Ja nuary up until recently, 
they were from 5,000 to 7,000 cars short. It  seems to us tha t the challenge to 
the rail carr iers  is fo r service and equipment. Reduced rates  a re fine but with­
out equipment of suitable loading quality and quantity, reduced rates  are not 
worth the paper which they are written  on. In this connection we would like 
to ask why inspection and grading procedures aren’t policed more carefully  and 
why, when the  car supply is so short, r ip t rack  personnel is cut?”

This is the end of the statement made in f ron t of the T-M-K Shippers Board.
With this kind of service the Salina Board of Trade believes the need fo r an 

additional supply of serviceable grain boxes is obvious. The method of getting 
a larger supply is not so obvious.

We believe the proposed bill, S. 1098, is a part ial answer, providing the ICC 
would put the rates  high enough to make it  unprofitable to rent cars instead  of 
building them.

There are  many more examples of this kind tha t could be presented here but 
would unduly burden the record and add nothing to the fact of a tremendous 
shortage of serviceable boxcars suitable for g rain and grain products loading.

And remember that we are coming into a harvest with an exis ting car  shortage. 
I hate to think of all the wheat and later on the  milo th at will be piled on the 
ground because of lack of equipment.

Statement of Garvey, I nc., Wichita , Kans., Before a Senate Subcommittee 
on Freight Car Shortages

hearin g : 1.  DENVER, COLO., A PR IL  2 1 , 1 9 6 5  ; 2 , O M A H A, NEB R., A PR IL  2 2 , 1 9 6 5  ; 
3 . K A N SA S CIT Y, K A N S .,  A PR IL  2 3 , 1 9 6 5

My name is James J. Irlandi and I am vice president, transportat ion, for 
Garvey, Inc. 352 North Broadway, Wichita, Kans.

Garvey, Inc. is a Kansas corporation existing under the laws of the State of 
Kansas. Its business address is 352 North Broadway. Wichita. Kans.

Garvey, Inc. has as its clients the companies located at the cities and in the 
States as indicated in exhibit No. 1 attached hereto. Said information is pro­
vided in order to acquaint the subcommittee of the following :

1. Name of company.
2. Location of grain elevators.
3. Capacity of said elevators.
Our clients are engaged in the storage, merchandising, and handling of grain. 

In addition, Garvey Grain, Inc., Chicago, Ill., is pelleting animal feed and 
utilizes the “tran sit privileges” applicable thereto. Those clients whose facil­
ities are engaged in the storage of grain are termed “tran sit houses.” “Transit  
houses” are elevators who have applied for and received permission from the 
railroads to engaged in storage of grain  subject to transi t privileges.

A transi t privilege permits the stopping of grain at  a point intermediate 
between the producer and consumer without incurring any additional cost on 
the origin to destination rate. It  is important that one considers transit privileges 
in the subject of equipment shortage.

The shipper of grain requests equipment to be supplied by the railroad  tha t 
originates the grain or the railro ad granting “tran sit privileges” for the out­
bound movement. The railroad in question may handle the entire movement 
from the point of origin to final destination or join in on a through movement 
with another carrier.

It  is at the location where two or more railroads partic ipate in our client’s 
business t hat  additional problems occur because one railroad may have equip­
ment but will not furnish same because the transi t billing prohibits utilization 
of said railroad  in the routing.

Another problem occurs when the railroad performing the switching service 
does not partic ipate in the line haul movement from the transi t house.

These problems in many instances have been eliminated by cooperation between
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the  rai lroads  involved. Such is not the  case when two deficit supp lying  ra il ­roads service our c lient’s insta llat ions.

The degree that  our  c lient s are  inju red is dependent upon the location of each client and the  cooperation of the  ra ilro ads  serving the  client.Our clie nts’ ins tal lat ion s are  representativ e of the following and incur the problems applicable  the reto when equipment is of sho rt supply :1. Coun try el ev ator :
(a) Served by one rail road .
( ft) Served by two or  more rail roads.

2. Subterm inal  ele vator :
(a)  Served by one rail road.
( b) Served by two or more rail roads.

3. Terminal elevator:
(a ) Served by one rail road.
< b) Served by two or more ra ilroads.

Our clients storage  capacities range from a small  country  elev ator  to the wor ld's larg est elevator  which  is located in Wichita, Kans.Please  refer  to exhibit No. 1.
Garvey, Inc., has  been asked to  represent  our  clien ts a t each hearing  place. Our clients merchandise gra in and stor e for shipment to the  are as at  which the  hearings a re to be conducted.

STA TEME NT READ AT TH E DENVER HE AR ING , APRIL  21 , 19 65

Our clien ts who are  located in Nebraska and western Kansas have been ser­iously  hand icapped in merchandising and stor ing the ir gra in for shipment to  the Denver a rea  because of the equ ipment shortage .
We stipu late equipm ent because three of the  rai lroads  serving our  clients ins tal lat ion s and  the  surroun ding are a per tainin g thereto,  have recen tly reduced ra tes on coarse grain. These  rates apply in jumbo hoppers, shipper furn ishe d as  well as ca rri er  furn ished. Said rat es apply ing for movement in hopper  cars are less than  the  rat es  applying  in boxcars.  These  rat es  were protested by our clients to the  In ters ta te  Commerce Commission. Our clien ts alleged th at  the  ra tes were promulgated for  shipi>ers who could furnis h the ir own hopper cars.  They indicated to the  I nt er state Commerce Commission th at  a severe shor tage  of equipment existed. They also  indicated th at  the  gra in was moving by a competitive mode of tra nspo rta tio n because of the equipment shortage.It  is my underst and ing  th at  prese ntly the gra in is moving in shipper-owned equipment and in  rail roa d equipment when ava ilable.
Our  clients in Nebraska have not been able to obta in hopper  cars  in sufficient qu an tity to compete with shippers  who furnis h tlie ir own equipment . They have  been hand icapped because of lack of hopper ca r equipment and boxcar  equipment.
Our clien t in  western Kan sas  cannot obta in boxcar equipment in t ime to s atis fy its  c ustom ers on delive ry of g rain. Because of the  lack of boxcar equipment our cli ent ’s customers  are moving said gra in via  a competitive  mode of tra nspo rta ­tion. Plea se refer  to exh ibit  No. 2. The  inten ded movements are  typica l of a country  elevator operatio n and  service per tainin g thereto.

STAT EM EN T READ AT THE OM AH A HE AR ING , APR IL 22 , 19 65

Our clients who are located in Nebraska,  and  have additional faci litie s in Missouri and  Kansas may be classi fied as engaging in the  fo llow ing:1. Country ele vator:
(a) Served by one rai lroad.

2. Subterm inal  elev ator :
(o) Served by two or more  railroads.3. Terminal ele vator :
(a) Served by one rai lroad.

Please refer to exh ibit  No. 1.
The ma jor  ins tal lat ion s of our  clie nts  are served by two rai lroads  who are periodical ly sho rt of equipment. Said  clients have been severe ly handicapped in their operations because of the inabil ity  of these rai lroads  to furnish equip­ment. The subterminal  operation is dependent upon tran si t privileges to move gra in in for  storage and subsequent  movement o f g rain  outbound.



260 NATIONAL FRE IGHT CAR SHORTAGEAddition al problems occur when railr oad A who brings the grain  inbound (when cars are ava ilab le) cannot furn ish equipment for  the outbound move. Rai lroad B might  be able to fur nis h equipmen t when requested but cannot participate in the road hau l beause of tra nsi t privile ges. Rail road C may have equipment ava ilab le to turn over to rail road A who switches our client’s eleva ­tors. The equipment may never reach our clie nt’s elevato rs because railr oad A “ spir its”  them to some other locat ion not with stan ding  the fact  tha t our client may be the only shipper who can route fre igh t via  railr oad C.Our clients w ill be represented at this h earing to t est ify  and produce addition al inform ation pertinent to their  operations.
STA TE M EN T READ AT T H E  K A N SA S C IT Y  H EA R IN G , A PR IL  2 3 , 1 9 6 5Our clients who are located in the Sta tes  of Illi nois, Tex as. Kansa s, Missou ri, and North Dak ota may be class ified as engaging  in the fol low ing :1. Country ele vator :(a) Served by one r ailroad .(b) Served by two or more rail roads.2. Subte rmina l e lev ato r:(а) Served by one rail road.(б) Served by two or more railr oads.3. Term inal  ele vator :(а) Served by one railroad .(б) Served by two or more rail roads.Said  clients have been affect ed by the shorta ge of boxcars and hopper cars as well as thei r competition who are engaged in similar operations in the above- mentioned States.Our clients’ customers have been inju red  to the extent  tha t grai n could not be loaded because of equipment shortage. An examp le of how said shortage of equipment has affected one of  our c lient s is as follows :“ Our curre nt requirements are approxi mat ely 350 cars . The rate  a t which the (Y railroad)  is furnishing cars is poor.“ From the period M arch  9 through  Ap ril  13, we have loaded a tot al of 314 cars and of this amount 67 we-re (X  rail roa d) hopper cars  which means tha t 277 cars were furnis hed by the (Y  railr oa d) . Th is average s out of 26 loading days to a litt le better than 10 cars  per day. We have  received more assist ance from the (X  railroad)  than all  other conne cting lines  combined, but unfo rtun ately  we have utilize d all of the hopper cars  possible.“ Requests for cars were placed wit h the (Z railr oad ) on March 9 for  83 cars. A supplemental order w as placed with the (Z railr oad ) on M arch  19 f or an addi ­tional 65 cars. Tot al require ments from the (Z railr oad) are 148 cars.  They have refused to furn ish a car to date . We have talked with these people at least  once a week since our order was placed with no results. A total  of 52 cars have been routed out (Z rail roa d) since March 9, which means tha t someone else has been furn ishing cars for  the (Z railr oad) and this , of course, compounds our problem.”Please refer  to exhibit No. 3 fo r add itional informatio n concerning stat istic al data  as referred to in the above example.The  above example is indicative  of the equipment problem tha t all of our clients  have experienced for several years.

SU M M A R YOur clients are vit all y intere sted in obtaining  rel ief from  the shortages of equipment tha t occurs each yea r in the producing areas  of grai n. Said  short­ages have injur ed our clients  and our clien ts’ customers because they have not been able to load grain  per the schedules requested.
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We hereby request the  subcommittee to  take cognizance of the  follow ing :
1. The  equipm ent fleets of the  rai lroads  have dwindled each year.
2. The  service, incident to the  line hau l movement has  been cur tail ed.
3. The rail roa ds are  building a greater  number of hopper cars and limit ing 

the  number of the  all-purpose boxcars .
Respectfu lly submit ted.

J a m es  J . I r la n di.

E x h ib it  N o. 1

Clients of Garvey, Inc.

L is t of  co m pa ni es C it y  a n d  S ta te
St or ag e

capacit y
(b us he ls )

C - G - F  G ra in  Co. , I n c _________________

F a rm e r’s G ra in  C o., I n c _______________

G -F  G ra in  C o ____
G arv ey  G ra in , In c

G arv ey  E le vato rs , In c

J - T  E le v a to r C o ...........
L in co ln  G ra in , I n c ___

L in co ln -K C  G ra in  Co .

A tc his on , K a n s ________________________________
C en tr al ia , K an s_____ __________________________
Sal in a,  K a n s______ ____________________________
T opeka,  K an s.  (m an ag in g ag en t for  Ban gor  

P u n ta  O per at io ns,  In c .) .
A la m ota , K a n s ________________________________
A rl in gto n , C olo _____ __________________________
B ra ndon , C o lo _________________________________
H al fo rd , K a n s_________________________________
Il asw ell , Col o__________________________________
H or ac e,  K an s__________________________________
M ari en th al_____________________________________
P en ce__________________________________________
R us se l Spri ngs_________________________________
Sco tt  C it y _____________________________________
Sp ica,  K an s____________________________________
W inon a, K an s______ ___________________________
G ra n d  F ork s,  N . D a k _________________________
A tl a n ta , I l l ____________________________________
C hi ca go , I l l____________________________________
K enney , H l_________ _______ __________________
M id la nd  C it y , I l l . . ........................................................
U nio n , I l l . . . ........................................ .............................
W ic hi ta , K a n s _________________________________
Woo df or d,  I ll __________________________________
F o r t W or th , T e x _______________________________
H as tings,  N e b r_______ ___________ ____________
K an sa s C it y , K a n s ____________________________
Jam est ow n, N . D a k ___________________________
Lin co ln , N e b r_________________________________
O hio w a________________________________________
T o b ia s____ ______ ____ ______________ ____ ____
W es te rn ________________________________________
M ill ig an _______________________________________
K an sa s C it y , M o................ ................................... .........

23 ,400 ,283 .1
566,9 60 .0 

34,319, 720 .6 
41 ,58 4,8 71 .9

303,0 00 .0
28 ,00 0.0

172 ,000.0
160,000. 0
172 ,000.0
46 ,00 0.0

311,2 09 .0
45,969. 0
84 ,28 8.0

150 ,000.0
170 ,000.0
450,000. 0 

5,12 6,45 7.6
171,000. 0 

1,9 93 ,690 .0
425,300. 0 

57 ,00 0.0  
89 ,00 0.0  

43 ,51 3,4 42 .0
550,000.0 

28 ,53 8,4 81 .4 
7,7 63 ,951 .2

570,456.0 
2,9 83 ,655 .9 

22 ,51 9,8 53 .8
134 ,482.0
187,749.0
193,299. 0
67, 283.0 

2,757,911. 9

E x h ib it  N o. 2

R ail ro ad S ta ti on
N u m b er 

of ca rs 
or de re d

D ate
ord er ed

D a te
re ce iv ed

N u m b e r 
of  ca rs  

re ce iv ed

U P ___________________ H alf o rd ______ _____ 4 M ar.  22,1965 
M ar.  2,1965 
A pr.  5,1965

M ar.  19,1965

/M a r . 31,1965 
(A pr.  2,1964 
Apr . 10,1965 

/A p r.  7,1965 
(A pr.  8,19 65 
/M a r . 4,1965 
(M ar.  25,1965

3

D o _______________ Spic a________  . . 3
1
3

D o ________ W in o n a .. 3 1

M P __________________ M a r i e n th a l . . . .____ ___ ___ 2
2
1
1
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E xh ib it  No. 3

D at e
N u m b er of 
Y  r ai lr oa d 

boxes 
rece iv ed

N u m b er o f 
Y  r ai lr oad  

ho ppe rs  
re ce iv ed

N u m b e r of 
X  ra il ro ad  

hop pe rs  
re ce iv ed

T o ta l

N u m b er 
of ca rs  

sh ip ped  an d  
re ce iv ed  

vi a
Y  ra il ro ad

N u m b er 
of ca rs  

sh ip ped  an d 
rece iv ed  

v ia
o th e r line s

M ar . 9, 1965_________________ 12 12 24 12 12M ar . 10, 1965________________ 1 10 11 10 1
M ar . 11, 1965________________ 4 4 0 4M ar . 12, 1965________________ 11 11 11 o
S a tu rd a y ____________________
S u n d ay ___________ ________
M ar.  15, 1965________________ 11 11 10 1
M ar.  16,1965________________ 5 5 o 5
M ar.  17 ,19 65________________ 2 2 2 0M ar.  18 ,19 65________________ 8 17 25 o 25M ar.  19, 1965 _____ o 2 8 10 2 8
S a tu rd a y ____________________
S u n d ay ______________________
M ar.  22 ,19 65 ________________ 7 y 0 7M ar.  2 3,1 96 5________________ 9 1 10 2 8
M ar.  24, 1965________________ 10 10 0 10M ar.  25, 1965________________ 0 10 10 0 10M ar.  26, 1965________________ 11 7 18 3 15S a tu rd a y ____________________
S u n d ay _____________ ________
M ar.  29, 1965________________ 0 6 6 o 6M ar.  30, 1965________________ 7 7 0 7M ar.  31, 1965________________ 27 27 7 20A p r.  1, 1965__________________ 21 21 1 20A pr.  2, 1965__________________ 12 12 24 o 24S a tu rd a y ____________________
S u n d ay _____________________
A pr.  5, 1965__________________ 11 11 0 11A pr.  6, 1965__________________ 16 4 20 o 20A pr.  7, 1965__________________ 19 19 0 19A pr.  8, 1965__________________ 5 2 7 o 7A pr.  9, 1965__________________ 0 0 0 0S a tu rd a y _____ ______________
S un d ay  . . .  ______ ____ _____
A pr.  12, 1965________________ 23 23 0 23A pr.  13, 1965_________________ 21 21 6 15

T o ta l.................. ............... .. 253 24 67 344 66 278

Sta teme nt  of L incoln  Gra in , I nc ., L inco ln , Nebr., as P res ent ed by Gordon
E. Gan ka , D irector of T ransportation , Before  a Special  Sena te Sub­
comm itt ee  on F re ight  Car Shorta ges , Apr il  22, 1965 

introd uct ion

My na me is  Go rdon  E. Gan ka  an d I am  th e d ir ec to r of  tr an sp o rt a ti on  of L in ­
co ln G ra in , Inc ., loca ted in  Li nc oln,  Neb r. W e own an d op er at e tw o gra in  el ev a­
to rs  w ith  a ca pa ci ty  of 22 mill ion bu sh el s. I wish to su m m ar iz e ou r st a te m ent 
as fo ll ow s:

The  cr it ic al lack  of  bo xc ar s and  co ve red ho pp er  cars  in  th e  S ta te  of  N eb ra sk a,  
s ta rt in g  w ith th e mon th  of Octob er  1963  th ro ugh an d in cl ud in g M arch  1965, ha s 
be en  th e  w or st  in  the h is to ry  of  t h e  S ta te  o f N eb ra sk a.

W e a re  u na bl e to  f ully m ea su re  t he loss  o f mo neys  a nd b us in es s to  o ur  c om pany  
duri ng  th e ab ov e-men tio ne d pe riod , as  th e fu nct io n of  an  in te ri o r te rm in al  el ev a­
to r ca pa bl e of  ha nd ling , stor in g,  and m er ch an di si ng  22 mill ion bu sh el s of  g ra in  
has m an y fu nc tion s in  it s da ily tr an sa cti on  of  bu sine ss  th a t ca nn ot  be ta bu la te d  
du e to  ou r co mpa ny ’s in ab il ity  to  de liver  or  rece ive gra in  in da ily m ar ket in g 
pr oc ed ur es .

In  th e los s of  bu sine ss  I w ish to  re la te  th a t the Co mmod ity  C re dit ’s stor ag e 
of  g ra in  is  one  of  our princ ip al  ope ra tion s,  an d du e to th e  lack  of  bo xc ar  supp ly  
we ha ve  been in fo rm ed  ver ba lly th a t th e Co mm od ity  C re dit  C or po ra tion  is by ­
pa ss in g th e  S ta te  of  N eb ra sk a fo r th e  st ora ge of gra in , an d sh ip ping  th is  gr ai n 
to  ot her  are as an d fa ci li ti es  th a t do not  ha ve  si m il ar pr ob lems as  in  our St at e.  
The  l os s of  s to ra ge , by Co mm od ity  C re dit  C or po ra tio n,  an d th e los s of sa le s in ou r 
m er ch an di si ng  op er at io n in  them se lves , if  co nt in ue d,  wou ld be am pl e reas on  to 
de st ro y ou r in dust ry . We sp ea k as  one  fa ci li ty , bu t kn ow  th ere  a re  m an y ot he r 
co un try el ev at or s an d in te ri o r g ra in  m ar ket s th a t ha ve  an d a re  su ffer in g ir re p­
ara b le  da mag e.
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Th e pu rp os e of  th is  heari ng  is to de te rm in e a pro pe r so lu tion  th a t may  we ll, 
if  c on tin ue d,  ha ve  ad ver se  e ffe ct up on  th e econo mic gr ow th  of  th is  S ta te . T here ­
fo re , we  ha ve  pre pare d  th e  fo llo wing st a te m en t an d ex hib it s a tt ached  he re to , 
sh ow ing w hat has tr an sp ir ed  w ith our  c om pa ny  f or Ve rif ica tion of  the^jv prob lems.

I

In  an  ef fo rt to  re la te  th e  cri ti cal effect  of  th e  sh or t bo xc ar  su pp ly  of  ou r com­
pa ny , we  ha ve  a tt ached  her et o ex hib it s 1 an d 2. th a t show  th e ac tu a l ca rr ie rs ' 
per fo rm an ce  s ta rt in g  w ith Octo be r of 1963. th ro ugh an d in cl ud in g M arch  of  
1965. E xhib it  No. 1 re la te s th e num be r of  em pt y box ca rs  we  ha ve  or de re d fo r 
ea ch  m onth ; th e  em pt y bo xc ar s fu rn is hed  by th e  c a rr ie rs ; th e  nu m ber  of  ba d-  
o rd er  bo xc ar s th a t w er e fu rn is hed  by th e ca rr ie r,  w ith  th e us ab le  em pt ie s an d 
th e  var yin g pe rc en ta ges  of  c a rr ie rs ’ pe rf or m an ce .

I I

As an  ex am ple,  in Octo be r of  1963 we  or der ed  638 em pty b o x cars ; th e  ca rr ie rs  
w er e ab le  to  fu rn is h  157 em pt y bo xc ar s.  Of  th es e ca rs  fu rn is hed , 43 w er e 
clas si fie d as ba d ord er or un fit  to  lo ad  gra in . The re fo re , th e  ca rr ie rs  fu rn is hed  
on ly  114 cars  which  re pre se n ts  17.8 per ce nt of our ne ed  fo r sh ip pi ng  duri ng  
th e  m on th  of  Oc tob er.  W e ha ve  pr og re ss ed  th is  ex hib it  th ro ugh ea ch  mon th  
to  show  th e  pe rc en ta ge re la ti onsh ip s of  our prob lem.

I I I

Th e carr ie rs  ha ve  ne ve r be en  ab le  to  fu rn is h  100 per ce nt of  our ne ed s in  an y 
give n mon th  duri ng th e  pe riod  re la te d . To  re la te  th e  av er ag e pe rf orm an ce  of  
th e  carr ie rs , we show  37.3  per ce nt of  our  ne ed  fo r em pt y bo xc ar s was  fu rn is hed  
in  1963, which  co ve rs  Octo be r, No vemb er,  and De ce mbe r. F o r th e year 1964, 
co ve ring  a 12-m onth pe riod , th e c a rr ie rs ’ per fo rm an ce  show s 40.6 per ce nt of  ou r 
ne ed . F or 3 m on th s of  1965, Ja nuary , Febru ary , an d March , th e c a rr ie rs ’ i>er- 
fo rm an ce  sh ow s 24.7 per ce nt  of our ne ed s w er e su pp lie d.

IV
W e are  no  b e tt e r th an  th e  ra il ro ad  th a t se rv es  our in dust ry . I f  th e  B url in g­

ton R ai lr oad  is  no t su pp lie d w ith  em pty bo xc ar s,  th e ir  ow n or o th er carr ie rs , and 
ca nnot fu rn is h  our co mpa ny  eq ui pm en t to  mo ve our g ra in  to  an d fr om  our 
fa ci li ty , we  a re  ou t of  bu sine ss . It  w as  de te rm in ed  duri ng  Se ptem be r, Octo be r, 
an d No ve mb er of  1964 th a t th e  in te re st  on th e  gra in  we had  purc has ed  in  th e  
S ta te  of  N eb ra sk a,  th a t co uld no t be de live re d to  our fa ci li ty , had  co st  our 
co mpa ny  .$300 p er  da y fo r a pe riod  of  60 da ys , o r a to ta l co st  of  $18,000.

V
O ur  bu sine ss  is to  buy, sel l, an d st ore  gra in s.  W ithout bo xc ar s to  br in g 

gra in  in to  ou r el ev at or s,  we  a re  he lp le ss  to  se ll g ra in  w ithou t guara n te e  of  
eq uipm en t. We a re  c om pl etely a t th e mer cy  of  th e c a rr ie rs  se rv in g our fa ci li ti es , 
an d ca nnot ex is t under th e  pre se nt des tr ucti ve pr ac ti ce s.  One of  th e  pri nci pal  
pr ob lems co nf ro nt in g th e  S ta te  of  N eb ra sk a,  in ad dit io n  to  th e  fa c t of  th e ra il ­
ro ads’ de pl et in g bo xc ar  fleet,  is  th a t N eb ra sk a is no t a co ns um ing are a fo r ra w  
m ate ri a ls , bu lk  or  pa ck ag ed , re qu ir in g  bo xc ar  de live ry . Mos t sh ip m en ts  mo ving  
fr om  th e  eas t to  th e w est  co as t bypa ss  th e  S ta te  of  N eb ra sk a,  an d th is  eq ui p­
m en t can not be  ca p tu re d  by th e  ra il  ca rr ie rs  a t an  unl oa di ng  po in t in ano th er 
S ta te  w es t of  N eb ra sk a,  and re tu rn ed  em pt y to  N eb ra sk a fo r a load  of  g ra in  
ea stbo un d.  The  re as on be in g th a t th e  w es te rn  de m an d fo r eq uipm en t pr ev en ts  
em pt y re tu rn .

VI
In  man y in st an ce s,  th e  ra il  ca rr ie rs  ha ve  tr ie d  to  comply w ith sh ip per s’ n ee ds  

fo r em pt y bo xc ar s,  bu t a re  ad ver se  to  mo ving  em pt y cars  g re at d is ta nce s to  
sa ti sf y  a de fic it are a.  To  mo ve a th ousa nd  em pt y cars  f ro m  Il li nois  t o  N eb ra sk a 
th a t co uld be  ca rr y in g  re ven ue  w es tb ou nd  is  unhea rd  of by m os t carr ie rs , but 
in  th is  day  an d ag e to  ac cu m ula te  a th ousa nd  cars  fo r an y spe cif ic mov em en t is 
al m os t a ph ys ic al  im po ss ib il ity.

V II

Shi pp er s’ l ea se d or ow ne d eq ui pm en t cre ate s pre fe re n ti a l tr ea tm en t to  les se e or 
ow ne r th a t ca n de st ro y co m pe ti tion  unable  to  le as e or purc has e eq ui pm en t in  th e
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State of Nebraska. Leased cars are, on an average, too large fo r the  branch-line loading. Branch-line shippers have and are suffering increasing losses of busi­ness as the owner or lessee of special equipment (jumpo hopper cars) can be selective in their purchasing area and use origins on the main lines of the car­riers. Eventually many branch-line grain elevators  will be forced to discontinue doing business due to this pressure of shipper and c arri er special equipment. The branch-line elevator operator cannot handle carr iers’ jumpo hopper car equipment and in many cases are not capable of handling equipment larger than a 40-foot 8-inch boxcar. He is helpless and completely a t the mercy of the carriers to s at­isfy his needs.
VII I

The subcommittee we a re api>earing before todajr a re seeking solutions to this growing destructive problem of boxcar supply ; therefore, the following sugges­tions have come to my mind and I wish to pass them on to the committee for what they are worth :
1. Of prime importance we suggest the Inte rsta te Commerce Commission have full and immediate au thori ty to act under shor t notice and to effect distribution orders to prevent bui ldups of boxcars in any area throughout the United States. This can be accomplished by the creation of an effective agency in Washington, under ICC control, th at should keep a continuous surveillance of the transporta­tion picture at  all times, and keep the Commission fully advised when to react to prevent tremendous buildups of equipment.
2. In discussing th is subject of boxcar supply wi th a railroad official we come to the conclusion tha t new boxcars should be constructed capable of versat ile use to avoid grain door installat ions tha t tend to damage doorposts and bad order cars long before their time c reating boxcar  shortages. A versatile car tha t could possibly haul lumber with a wide door and be used for grain on a reverse move. This type of car would eliminate the use of grain doors, should keep this car in better condition for a longer period of time, and  serve a dual purpose to the grain and lumber industries.
3. Senate bill S. 1098 (increased per diem charges) tha t suggest the amend­ment to section 1(14) (a) of the  Inte rsta te Commerce Act to insure the adequacy of the national railroad freight car supply and distribution. This bill is pres­ently being enacted upon in Washington, and has been before the governmental agencies in one form or another for 6 years. To increase the per car usage of the carrier s, should create a prompt retu rn of carr iers  own equipment to their lines.
4. Boxcars are needed in great  numbers. A desire should be created for the securities and investment companies to build boxcars for the railroads with a prompt writeoff, say with a period of 5 to  10 years where they could realize a prompt return on their investment.
5. A very important corrective amendment would be to have the Commodity Credit Corporation, controlled by the  Secretary  of Agriculture, Orville Freeman, regulate shipments of grains  in storage to off-peak shipping periods. We un­derstand legislative action cannot be enacted upon to rest rict or liberalize the Secretary of Agriculture’s duties. Therefore, can suggestions be made to the Secretary to assist the rail  carrier s to help resolve thei r car supply short­ages?
Harvest periods of grains sta rt in June  and terminate in November of each year. Every year Commodity Credit Corporation grains are transferred  at the same time as the harvest creat ing a boxcar shortage, also tremendous buildup of boxcars at  the ports. Boxcars stranded at the ports are not avail­able to the shipping public for periods in excess of 30 to 60 days due to the lack of facilities at the ports to unload into storage and load out into vessels.

CONCLUSION

As I have related, my exhibits  1 and 2 show the picture  of Lincoln Grain, Inc.’s inadequate boxcar supply. Our company cannot possibly continue busi­ness on the basis of less than 50 percent of operation. We must have 100 per­cent utilization of our facilities to stay in today’s competitive marketing. The buying, selling, and storage of grain is the function of our industry. There­fore, to restr ict our ability to buy or sell gra in due to cariers lack of boxcars is destroying our business at  a fast  pace and must be stopped immediately.During the fall of 1964 (September, October, November, and December) we 
were unable to buy or sell grain for a period of 45 days. Our company is
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capable of loading and unloading 120 cars a day. We have yet to reach this 
maximum loading point at  any month in the last 16 months. We have never 
reached 100 percent capacity of operation.

Gentlemen, I  thank you for the opportunity  of appearing before this Sen­
ate subcommittee. The shippers of Nebraska feel this committee will present 
our problems before Congress and enact into law a permanent  solution to pre­
vent economic destruction of the grain and grain products industry  of our 
State.

EX PL A NA TI O N  OF  E X H IB IT  1
Column A

Our study begun in the harvest period of coarse grains  (corn and milo) of 
1963. Column A states  the yea r and month of our study.
Column B

We order empty boxcars daily as shown in column B. We have compiled our 
daily orders for each month to show what our needs were to fulfill our ship­
ping schedules for each month.
Column C

The carriers furnish x number of empty boxcars daily to fill our request, 
if possible. We have shown the number of empty boxcars received to be com­
pared with the empty boxcars ordered.
Column D

The rail  carrie rs perform unnecessary transporta tion by furnishing equipment 
damaged and unfit for grain loading. A special switch must be performed to 
pull the bad order cars tha t never should have reached our facilities. Column 
D reduces rail  carriers performance considerably in supplying of empty box­
cars.
Column E

Shows the actual  cars we are able to load by subtrac ting bad-order cars in 
column D from column C.
Column F

The percentage figure shown represents the ratio between cars ordered in 
column B, versus cars received in good condition shown in column E.

Exhib it No. 1

Y ear a n d  m o n th
E m p ty  c ar s 

ord er ed

(B )

E m p ty  ca rs  
fu rn is hed

(C )

E m p ty  ca rs  
fu rn is hed  
b ad  o rd er

(D )

C ar ord er ed  
in  good  

co nd it io n

(E )

P erc en t of 
co lu m n E  of  

co lu m n B

(E )(A )

O cto be r___
196S

638 157 43 114 17.8
N o v em b e r. . 1,006 315 69 246 24.4
D e c e m b e r .. 1,802 1,453 526 927 51.4

J a n u a r y ___
1964

2,16 0 1,266 329 937 43.3
F e b r u a r y .. . 1,640 1,155 154 1,001 61 .0
M a rc h ........ 1,445 1,132 279 853 59 .0
A pri l . 1,165 743 212 531 45.5
M a y . . .  . 461 364 114 250 54.2
Ju n e  ____ 117 114 21 93 89.4
J u ly . 196 175 64 111 56.6
A ugust  . . . 555 444 161 283 50 .9
S ep te m b er. . 562 167 42 125 22 .2
O cto be r.  _. 1,167 72 4 68 5. 8
N o v e m b e r. . 1,627 182 60 122 7.4
D e c e m b e r ..

1965

1,497 1,003 259 744 59 .6

J a n u a r y . . . '4 81 1361 103 258 53 .6
F e b ru a ry .. ' 678 1246 69 177 26 .1
M a rc h ____ 1,735 417 137 280 16.1

i J an . 11, p o rt  s tr ik e  be ca m e ef fe ct iv e th ro ugh  F eb . 27 , 1965. O rd er s from  C C C  w ere he ld  u n ti l s tr ik e  
te rm in a ti o n .
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R ec ap itul at io n— Bad  or der  earn

Year Boxoars fu r­
nished  before 

bad  order 
appraisal

Num ber of 
boxcars classi­

fied as 
bad  order

Percent of 
cars furnished 

that  are
bad order

1963 (October-November and December) ....... ............. . ........... 1,925 638 33.11964 (12 months—Jan uary throu gh December)_____  . ___ 6,817 1,699 24.91965 (Jan uar y-F ebruar y and M arc h ). ..___ ____ _________ 1.024 309 30.2

C arr ie r to ta l pe rf orm an ce  of bo xc ars

Year
N umber 

of boxcars 
ordered

Num ber  
of boxcars 
furnished

Percent 
of boxcars 
ordered 
versus 

furnished

1963 (October, November, and Decem ber ).. ......... .................. 3,446 1,287 37.31964 (12 months, January through December)________ 12,592 5,118 40.61965 (January, February, and  M arch )........... ............................ 2(894 '715 24.7

SUMMARY

1. Th e ra il ro ads ha ve  no t been ab le  to  su pp ly  50  pe rc en t of  ou r co mp an y ne ed s 
fo r bo xc ar s ov er th e la s t 3 ye ar s.

2. B ad -o rd er  bo xc ar s re pre se nt a des tr uct iv e por tion  of  th e ra il  c a rr ie rs  
bo xc ar  flee t. G ra in  re qu ir em en ts  m us t ha ve  cl as s A bo xc ar s to pr ev en t in fe st a­
tio n. lea ka ge , etc . A fa cil it a te d  re bu ild  pr og ra m , pl us  purc has e of new  bo xc ars , 
is of  pr im ar y im po rtan ce .

3. Lin coln G ra in , Inc ., off ers  th e ir  w ho le he ar te d su ppor t fo r pa ss ag e of  Se na te  
bil l 1098.  Ti me is of  es se nc e an d em er ge nc y pr oc ed ur es  sh ou ld  be ex er te d fo r 
pa ss ag e of  th is  bil l.

4. Th e In te rs ta te  Co mm erc e Co mm iss ion  m us t ha ve  u nre st ri ct ed  au th o ri ty  
to exer t im m ed ia te  d is tr ib uti on  ord er s to  pr ev en t bo xc ar  sh or ta ge s fro m bu ild in g 
up  to  nat io na l im po rtan ce .

[T el eg ra m ]

P ortland, O reo., Oc tob er 6, 1965 .
Hon. R obert B. D un ca n,
Mem be r of Co ngr ess ,
W as hing ton,  D.C.:

Th e me mb ers  of  th e W es te rn  Lum be r M ar ke tin g As so ciati on , hea dquar te re d  
a t 21 4 Alder way  Bu ild ing,  P ort la n d , Ore g., st ro ng ly  urg e Hou se  pa ss ag e of  
Sen at or  M ag nu so n’s Se na te  bi ll 10 98 . O ur  m em be rs hi p sh ip  in exce ss of 10 0,0 00  
ca rl oa ds  of  fo re st  pr od uc ts  annual ly  from  al l w es te rn  pr od uc in g are as  to  ev er y 
S ta te  in  t he  N ati on .

Th e new g ra duat ed  pe r diem  ra te s ad op te d by th e  ra il ro ad s Ja n u a ry  1, 1964,  
ha ve  no t br ou gh t ab out an y im pr ov em en t in  oth er  than , sp ec ia liz ed  eq ui pm en t 
in th e hig h pe r die m br ac ket  an d mu ch  of  th is  is  us ed  on ly by one in dust ry  
an d in one-w ay mo ve me nts .

F urt h er,  ra il ro ad s wer e pe rm it te d to  pu bl ish pen al ty  dem ur ra ge  ch ar ge s 
ag ain st  ra il  sh ip pe rs  w ith ou t an y fu ll  hea ri n g  by  th e  In te rs ta te  Co mm erc e Com­
mi ssi on , eff ectiv e Ju ly  1. 19(54, am ou nt in g to  in cr ea se s fro m ra te s of  $4  pe r da y 
fo r th e fir st 4 da ys  to  $5  pe r da y; an d fro m $8  pe r da y th ere aft er to ne w ch ar ge  
of  ,810 pe r da y fo r th e fi rs t 4 da ys  an d $1 5 per  da y th e re a ft e r on al l c a rs  re gar d­
les s of  vint ag e.  C er ta in ly  if  pe na lt ie s are  fa ir  to  sh ip per s th en  ra il ro ad s sh ou ld  
al so  be su bj ec te d to  pen al ty  pe r die m se t by  th e  Co mm iss ion  fo r m is ha nd ling  or  
m isus e of  eq uipm en t.

Th e In te rs ta te  Co mm erc e Co mm iss ion  ca n so lve th is  50 -y ea r-o ld  prob lem  by  
ad op tio n of  th is  le gi sl at io n which  w ill  pr od  del in qu en t ca r-o wning  ra il ro a d s 
du ri ng tim es  of  s er io us  sh or ta ge s.
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O ur  ex pe ri en ce  in d ic ate s th e  sh ort age  prob lems a re  fu rt h e r ag gra vate d  du e 

to  m isus e of  Amer ican  Ass oc ia tio n of  R ail ro ad  C ar  Se rv ices  ru le s in  a ll  a re as 
and  by ir re gu la r mov em en t, long  del ay s in  re p a ir  shops, m is ha nd ling  of  w ay ­
bi lls , un re ali st ic  m ile ag e al lo w an ce s th a t di sc ou ra ge  leas in g of eq ui pm en t by 
sh ip pe rs . Box ca r m ile ag e pay m en ts  a re  on ly  6 m il ls  yet ra il ro ads pa y 18 ce nt s 
fo r lo ad ed  m ile ag e on ta n k  ca rs . E li m in ation  of  fr e ig h t st a ti ons an d re du ct io n 
in  em ploy ee s is  al so  con tr ib u ti ng  to  po or  han dling  an d po lic ing of  pr es en t ru le s.

O ur  m em be rs hi p u rg es ad option  of  Senate  b ill  1098 o r si m il ar m ea su re  to ass is t 
in  bu ildi ng  a ro per c a r flee t. T he c a r su pp ly  prob lem coupled  w ith th e vas t 
d is ta nces invo lved  to  o u r m ark ets  fo r w es t co as t fo re st  pro duct s alon g w ith ra te  
advan ta ges  gra n te d  o th er pro du ci ng  are as,  re st ri c ti ve  ro ut in gs , comp lex  load in g 
ru le s,  an d in flat ed  ac ce ss or ia l an d dem urr age ch ar ges  a re  ca us in g annual  finan*- 
c ia l ch ao s to  nort hw est  lu m be r firms .

W est ern Lum ber Mar ketin g Asso cia tio n, 
J ohn  It.  Bur ns , Pre side nt .

[T el eg ra m ]

E ugene, Oreg., Sep te m be r 30,1065 .Hon . R obert B. Dun ca n,
H ou se  Offi.ee Bui ld in g,  . '
WasTu'/jpfOfl, D.C.:

It. is ho pe d th a t th e  H ou se  co m m it te e ho ld in g th e hea ri ngs on th e HoUSC ve r­
si on  Sen at e bi ll 1098 give s it  fa vora ble  cons id er at io n. P le as e con vey .

E aton-Young  Lumb er Co., 
R obert G. Gui tt ea u ,

Vi ce  Pre side nt .

[T el eg ra m ]

E ug en e. Oreg., Sep te m be r 30 ,106 5.Con gr es sm an  R obert B. D un ca n,
H ou se  o f Rep re se nt at iv es ,
W as hi ng to n,  D.C .:

U nder st an d hea ri ng be ing he ld  on S. 1098 and  si m il ar m ea su re s to he lp  re lie ve  
bo xca r sh or ta ge s.  W e heart il y  ag re e w ith any th in g  th a t m ay  ass is t in  re lie vi ng  
th e  ca r sh or ta ge .

Starr Carter  Lumber Sal es .

[T el eg ra m ]

Medford, Oreg., Oc tob er  1, 1065.
H o n . R obert D un ca n,
H ou se  o f R ep re se nt at iv es ,
W as hin gto n, D.C.:

W e urg en tl y  need  re li ef from  our ch ro ni c bo xc ar  sh ort ag e w her e it  us ed  to  be 
se as onal  we co uld ge t by, but  it  is w ith us  co nst an tl y  now an d is slow ly  s tr an ­
gl in g us . The  ra il ro ads do  not  ha ve  a  so lu tion  so we  a re  tu rn in g  to  you fo r help.

E uge ne F.  B ur rii .l L um beE Co.

[T el eg ra m ]

T acoma, W a s h ., Octo be r 1,1 965,Hon . Robert Dun ca n,
H ou se  o f Rep re se nt at iv es ,
W as hi ng to n,  D .C. :

As sa le s re pre se n ta ti ves fo r se ve ra l m il ls  in Or egon , we  urg en tly  re ques t yo ur  
su pport  of  hil l S. 1098. Unless th ere  is some re li ef  fo r th e ch ro ni c ra il  car sh ort ­
ag e on th e w es t co as t th e re su lt in g  p la n t clos ur es  wi ll in fl ic t te rr if ic  fina nc ia l 
los ses. One of  ou r p la n ts  in th e  Med fo rd  are a has  a lr eady  lo st  tim e du e to  the 
la ck  of  ca rs  an d anoth er sh ut do w n is im m in en t. A ny th in g yo u and you r col ­
le ag ue s ca n do to  he lp  ex ped ite pas sa ge of  th is  hi ll w ill  be gre atl v  ap pre ci at ed . T hank  you .

II . E.  T en zi .er,
Pre si de nt , N ort hw est  Doo r d  P ly w oo d S ale s In c.



268 NATIONAL FR EI GHT CAR SHORTAGE

[Telegram]

Medford, Oreg., October 1,1965.
Hon. Robert Duncan,
House Office Building,
Washington, D.C.:

We wish to urge your support of Sena te bill 1098 as a measure  to a llev iate  t he  
stringe nt boxcar shortag e which we are now experiencing.  This car shortage is 
cons isten tly costing Oregon lumber ind ust ry potenti al gains and is pu ttin g us in 
a noncompetit ive situ ation in the  marketp lace . We would app rec iate your 
earnes t ass istance  at  the  House In te rs ta te  and  Fore ign Commerce Committee 
meeting next week which  is meeting to d iscuss th is problem.

Ted B auer,
El k Lum ber  Co.

[Telegram]
Dillard, Oreo., October 1,1965.

Re hea rings on S. 1098.
Hon. R obert B. Duncan,
Washington , D.C.

Dear Mr. Duncan : The shortage of boxcars  is becoming increasingly  cri tica l 
in our area. Cars with 9-foot or wid er doors are require d to ship  a larg e per ­
centage  of our ma ter ial  w ith  some stock being impossible  to load in a ca r t ha t is 
not  50 fee t long with 14-foot or w ider doors. In  th e m onths of July, August, and 
September of this year, we have not  been able to get 40-foot car s with 6-foot 
doors. When double door cars are  not avail able.  Most o f our  cus tomers are  no t 
able to unload 8-foot or narrower door cars witho ut add itio nal  cost due to 
mechanical  unloading. Many times we are forced to load cars with 6-foot doors 
or shu t down our operation  completely. Most of the time  th at  we are  forced  
to do thi s we mus t reimburse our customers  anyw here  f rom $25 to  $100 per car. 
At our White City, Oreg. pla nt we are producing  five car loads each day but  
received one car  Monday, thr ee  car s Tuesday, fou r cars Wednesday and one c ar 
Thursday. At th e present t ime we hav e a t le ast  10 cars of m ate ria l set ting  on our  
docks ready to be shipped, bu t are unable to get boxcars of any size to catch  up 
on ou r loadings. Today we could have loaded 10 or more cars  had the  equipmen t 
been available,  but only 1 car  was sen t to us. On shipm ents where possible  we 
have been shipping by tru ck  to keep our pla nts  running.

Forest I ndustries, I nc.,
D. V. Martin,

Traffic manager.

[Telegram]
Portland, Oreg., October 1,1965.

Robert B. Duncan,
Member of Congress,
Wash ington , D.C.:

We are  incu rring difficulty in secu ring  suffic ient n umber of ra il car s to  get our 
products  to ma rke t due to the  declin ing ca r supply. Markets are being lost to 
our eas tern competitors who ar e able to use moto r ca rr ie r service. Unless this 
situat ion  is corrected prom ptly  it  w ill have a disast rou s effect on ou r produc tion 
causing long layoffs and  unemployment among ou r present  employees. The W est­
ern  ra il lines are  try ing  thei r bes t to relieve thi s situa tio n by a larg e building 
program b ut many of the  oth er rai lro ads find i t more economical to pay the low 
per  diem charges tha n to bui ld cars . Something must be done immediately. We 
believe the solution lies in H ouse  bill, H.R. 425, with Senate bi ll 1098, and  we urge 
immediate  passage.

R. W. Mayer,
Pres ident, Timber Structures, Inc.
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[Telegram]
Menasha , Wis ., October 4,1965.

Rep rese ntat ive Oben H arris,
Chairman, House I nte rst ate  and Foreign Commerce Commit tee, House of Repre­

sentative s, Wash ington , D.C.:
Menasha Corp, urges legis lation empowering the In ters ta te  Commerce Com­

mission  to  s et per  diem rat es  and impose pe nal ty charges  again st rai lroads which 
rely  upon othe r roads to build  and furni sh fre igh t cars as long a s rai lro ads may 
appro pri ate  others, fre igh t c ars at  less tha n they can provide the ir own, some of 
them  will do thi s a s a  m at ter of policy. Only Government intervention can bring 
abo ut equity . I t is app arently more profi table  to build  special  cars  for specific 
traffic tha n to bu ild general purpose  boxcars  which would be added to the  nat ion al 
pool and used indisc riminately by all  ra ilro ads . Even some of the rail roa ds which 
con tribute  more than  their f ai r sha re to t he  national boxcar pool oppose Govern­
ment  inte rventio n in the  chronic boxcar shor tage . They do thi s despi te the ir 
inabil ity  to car e for  the  needs  of shippers  on thei r lines. Our plywood pla nt at  
North  Bend, Oreg., is almost constan tly in trou ble  because of boxcar shortages. 
Assurances th at  we are receiving a fa ir  sha re of ava ilab le cars is lit tle  comfort 
when you have firm orders and  cann ot ship the  goods we ar e frequently com­
pelled  to sell to  other ma nufac turers  who ship by barge from  Coos Bay, Oreg., 
because we cann ot obta in boxcars  to ship  to our  own customers thro ugh out  the 
United State s. We under stand the  rai lro ads’ poin t of v iew but  a fte r 17 years of 
ca r shor tage s we are convinced th at  there is no a lte rnati ve  to a Fed era l regula­
tory  remedy dur ing  the 17 years in which the rai lro ads have tole rated the  car  
sho rtages  condi tions  have  become worse ra th er  tha n bett er. We urge  the 
ado ption of remedia l leg islation.

Mowry Smith , Jr ., Menasha Corp.

[Night telegram]
Nebraska State R ailway Commission,

October 8,1965.
Daniel P. Loomis,
President, Association of  America n Railroads,
Transportatio n Bui lding,  W ashington, D.C.:

Tele gram to you Septem ber 21, 1964, can be repe ated  word for word today. 
Grain  box shor tage  causing untold millions  loss to Nebraska’s agricultura l econ­
omy, producers , gra in trade,  and  rail roads. Order ly gra in trade business im­
possible. Loaded cars  leaving our  a rea  must be replaced with  empties. General 
ru le  of fa ir  dis tributio n between are as  and rail roa ds not  being observed. All 
ra ilroads  serving Nebraska are  now or soon will be unable to fill u rgent orde rs 
for  boxcars. The plight of shippers  on the Burl ington is being repeated. No 
mat te r how bad situa tion is on other roads Bur lington shippers  usua lly out  of 
bus ines s o r nearly so until rai lro ads’ o the r a rea s have surp luses weeks o r months 
lat er . The his tor ica l cause is th at  the Bur ling ton’s c ar  supply dimin ishes from 
enough  to lit tle  more than  noth ing fas ter  tha n the  c ar  records can be furn ished 
your ca r d epa rtment  for  study.

Today a fai rly  acc ura te check of Burl ington tra in movements our  are a show 
th at  of 7 tra in s serv ing poin ts with orde rs for immediate  loading of 50, 100, 
55, 57. 28, 127, and  20 had  respectively empties to fill of 0, 0. 0, 7, 0, 0, 7, 0. 
In  add itio n 2 terminal s with immediate  needs of 260 received 7. Repetitio n of 
economic murder to Burlington ship pers in addition  to economic maiming of all 
grain  shippe rs in Nebraska  and  the revenue losses to members AAR can only be 
preven ted  by equi table  relief all rai lroads  ou r a rea  when needed and  part icu lar ly 
for  the  Bur ling ton  now, because of greater  mileage  in Nebraska thei r stat ion s 
ar e more  numerous.

A rep ly to th is  message unnecessary. Only boxcars will  cure  the  situatio n.
Nebraska State R ailway Commission , 
Richard H. Larson, Commissioner.
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Na ti o na l  A ss oc ia ti on  of 
R ailr oad  &  Ut il it ie s  Co m m is si o n e r s ,

Washington, D.C., October 6,196 5.
Hon. Oken Harris,
Chairma n, House  Committee on In ter sta te and. Fore ign Commerce, Itaybu rn 

House Office Building, Washington, D.C.
Dear Chairman Harris: It  is noted that  hearing s were held on October 4 and

5. 19(55, on H.R. 71(55 and othe r rela ted and ident ical bills to improve and insure 
the adequacy of the natio nal rail road freig ht car supply and for other purjMises. 
The National Association  of  R ailroad  & Utili ties Commissioners  has  f ora  number  
of y ears  supported legisla tion in this  connection. Attached  is a copy of a resolu ­
tion duly adopted  by this associa tion at its ann ual  convention held on Septemb er 
28, 1961, at Alta ntic City, N.J. Since that  time the executive comm ittee of this 
association has reaffirmed and position of the assoc iation  in this  mat ter.

Also enclosed is a  copy of the repo rt of t his  associatio n’s subcomm ittee on r ai l­
road car shortages, which was submit ted to our annual conference meeting on 
October 1, 1965. The rejsirt  of this subcomm ittee urges enactmen t of legisla tion 
embodying the principles of H.R. 7165 a nd o the r sim ilar  bills.

It would be apprecia ted if the  asso ciati on’s resolution and  the 1965 subcom­
mittee  report could be included as pa rt of your committ ee record of the hear ings  
on H.R. 7165.

Thanking you for your cooperation, I rem ain.
Sincerely yours,

E veret te  K re eg er , 
A ssis ta n t General Counsel.

N at io na l Ass oc ia ti on  of R ail ro ad  an d Ut il it ie s  Co m m is si o n er s— R es ol ut io n  
Adopted  Sep te mb er  21 , 19 61 , Co nc er ni ng  t h e  F r ei g h t  Car  S it u a ti o n

Whereas the national fre igh t car fleet has shrunk  to 1,650,000 cars, a dan ­
gerously low le vel ; and

Whereas approx imately 10 percent of the  exis ting  cars  are  unifi t for im­
mediate us e; and

Whereas  many shippers are  compelled to rejec t cars  tende red because  of the ir 
being unfit for loadin g; and

Whereas, because of the  reduced fre igh t car  fleet and the  larg e number  of 
bad-order cars, in event of a nat ional emergency, the  rai lroads  would be un­
able to meet the tran spo rtat ion  requ irem ents  that  would be placed upon them; 
and

Whereas  the foregoing is largely  the  res ult  of the depressed financia l condi­
tion of the railroad indu stry  in con trast with the general rise in our nat ional 
economy since World War  I I ; and

Wherea s it is imperative tha t Fed eral  action be taken  to encourage and per­
mit essential augm entation of the Nat ion’s servicea ble fre igh t car  fle et: The re­fore be it

Resolved, by the NARUC in convention assembled, Th at thi s assoc iation  re­
affirm its position in favor of more rea list ic depre ciation allowances on ra il­
road equipment  for income tax  purposes, of the  esta blish men t of constru ction 
reserv e accounts for the purpose of acqu iring  tran spo rta tion equipment and 
plant, and of changes in Federal income tax  sta tut es th at  will prevent the 
siphoning off tax  relief  th at may be extended by the  S tate s ; an d

Resolved fur the r, Th at this associa tion urge upon the Congress prompt en­
actment of the  foregoing and other measures th at  will encourage and perm it 
essential augm entation of the serviceable frei ght  car fleet to a level sufficient 
to meet the needs of commerce and of the nat ional defense; and be it furth er

Resolved, Tha t this  association hereby record s its contin uing support , as it 
has in the past, for the enactm ent of congress ional legislation which embodies 
the principles of S. 1789 in the 86th  Congress and S. 88(5 in the 87th  Congress.

N at io na l Ass oc ia ti on  of  R ail road  and  Ut il it ie s  Co m m is si o n er s— R epo rt  
of t h e  Sub co m m it te e on R ail road  C ar  S ho rt ag es , Octob er 1, 19 65
In our 1964 repor t we discussed  the problems crea ted by the car  shor tage  

found to exist  at  th at  time. Developments since then have been most dis­
couraging because the car  short age has become more serious. It  is an un­
for tun ate  fact tha t the situ atio n is gett ing worse inste ad of bette r. What was
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once a te m pora ry  pr ob lem in sc att ere d  se gm en ts  of  th e econom y lia s become  a 
ch ro ni c and cont in uin g pr ob lem which  pe rv ad es  al l segm en ts.  R ep ort s fro m 
al l se ct ions  of  th e  co untr y, in cl ud in g th os e fr om  m an ufa ctu re rs , fa rm er s,  fo r­
est ry  in te re st s,  go ve rn m en ta l ag en cies , in cl ud in g th e  D ep ar tm en t of  A gri cu lture  
an d th e  In te rs ta te  Co mm erc e Co mm iss ion,  le av e no do ub t bu t th a t th e pr es en t 
fr e ig h t- car fle et  is  ju s t no t ad equate  to  se rv e th e  ne ed s of  comm erc e. Th e 
si tu a ti on  is  se ri ous  and  re m ed ia l ac tion  is  ne ce ss ar y to av oi d se riou s 
co nsequences .

W hat fo llo ws in  th is  re port  is  th is  co m m it te e' s revi ew  of  th e si tu ati on  and 
it s re co m m en da tion s fo r ac tion  on th e  p a r t of  our g roup .

I t  has  be en  re port ed  th a t sh ip pe rs  a re  de m an di ng  ab out 7,500  mor e cars  
da ily th an  th e ra il ro ads ca n prov ide.  T his  is  m or e th an  do ub le th e de fic it of 
la s t ye ar . The  si tu a ti on  will  becom e mor e cri ti cal w ith  th e ex pe cted  in cr ea se  
in tra ffi c de m an ds  duri ng  th e la s t q u a rt e r of  th e  yea r.  Ev en  th e U.S.  Arm y 
re port ed  th a t it  re ce ntly fo un d it se lf  sh ort  of  ca rs  ne ed ed  to sh ip  am m un it io n 
de st in ed  f o r Vie tnam .

I t  is  no  su rp ri se  th a t fr e ig h t cars  sh ou ld  be in  sh o rt  su pp ly  whe n it  is  no ted 
th a t th e to ta l nu m ber  of  cars  in  th e  fle et has been  st ea dily  de cl in ing in th e 
fa ce  of  an  ex pan di ng  econom y w it h  in cr ea si ng  de m an ds  fo r tr ansp ort a ti on  
se rv ice.  The  fo llo wing ta ble  sh ow s t h is  u n fo rt u n a te  s it u a ti o n :

D ate
C ars  o w ne d 
(e xc lu din g 

re fr ig er at or s)

Ser vic ea bl e 
ca rs  (e xc lu d­
in g r ef ri ge r­

at o rs )

D ate
C ars  o w ned  
(exc lu di ng  

re fr ig er at or s)

Ser vi ce ab le  
ca rs  (e xc lu d­
in g  ref rige r­

at o rs )

J a n . 1, 1945__________ 1. 744,179 1,6 93,194 J a n . 1, 19 62 .................. . 1, 579,065 1.437,937J a n . 1, 19 50 __________ 1. 730.686 1, 596, 226 J a n . 1, 19 63 __________ l ' 523', 080 1,398.577J a n . 1, 1955.................... 1, 716,804 1,6 00 .60 4 J a n . 1, 1964.................... 1,48 2,12 2 1,379,119
J a n . 1, 19 60 .................... 1,657', 792 1. 536. 429 J a n . 1. 19 65 __________ 1,457; 074 1, 369,681
J a n . 1, 19 61 ..................... L 636, 695 1.480.  848 M a y  1. 19 65 , _______ 1,4 55,275 1,370, 537

I t  w ill  be  n ot ed  th a t sin ce  Ja n u a ry  1, 1945. th e  fr e ig h t ca r fleet has decli ne d by 
289,9 04 ca rs .

As th e nati onal fr e ig h t c a r supp ly  has co nt in ue d to  de cli ne , ca r sh or tage s—  
p art ic u la rl y  of  bo xc ar s— hav e become  in cr ea si ng ly  more fr eq ue nt,  more seve re , 
and  mor e da m ag in g to  th e in te re st s of  th e ra il ro ads,  sh ip pe rs , an d th e na tional  
econom y.

D uri ng  th e tw en ties , fr e ig h t- car ow ne rs hi p of  cl as s I ra il ro ads w as  alm os t 2.5 
mill ion ca rs . The  flee t de cl in ed  duri ng th e de pr es sion  of  th e  mid dle an d th e la te  
th ir ti es,  a nd , al th ou gh it  in cr ea se d so m ew ha t d uri ng  W or ld  W ar  II , it  h as de cli ne d 
st ea di ly , al m os t pr ec ip itou sly,  sinc e th a t tim e.  T hi s tr end  m us t be  reve rsed .

The loss  in th e nu m be r of  av ai la ble  fr e ig h t ca rs  has been  no tic ed  mos tly  in th e 
su pp ly  o f bo xc ar s as  sho wn b y th e fo llo wing ta b le :

D ate Box ca rs
ow ne d

Ser vi ce ab le
bo xc ar s

Jan . 1, 1945__________ 742,447 712,637
Jan . 1, 19.50 714,914 680 ,666
Jan . 1, 19.55-. 717,013 679,432
Jan . 1, I9 60 .,  ____ 705,738 655 j665
Jan . L  1961__________ 692,565 634,561

D a te Box ca rs
ow ne d

Servi ce ab le
bo xcars

Jan . 1, 1962............... .. 663 ,762 610,048
Jan . 1. 1963 ___ 637,775 587,960
Jan . 1, 1964 ......... 615,887 574,250
Jan . 1, 1965. . 59fi j602 559,900
M ay  1, 1965_________ 592; 987 556,759

As no te d above, th e  los s to  th e  f lee t sin ce  Ja n u a ry  1, 1945, am ou nt ed  to 289,904 
ca rs , o f  which  nu m be r 149,460 w er e bo xc ar s.  Th e tr en d in re ce nt  tim es  has  been 
to w ar d cons tr uc tion of  mor e sp ec ia liz ed  eq uipm en t ra th e r th an  bo xc ar s,  but th e 
la tt e r st il l co mpr ise th e ba ck bo ne  of  th e  ca r flee t.

Be ca use of  som e in cr ea se  in th e av er ag e ca pa ci ty  of  fr e ig h t cars  (58.18 to ns  
on  Ja n u a ry  1. 1965, co mpa re d w ith  53.85  to ns on Ja n u a ry  1. 1956 ), th e  ag gr eg at e 
carr y in g  ca pac ity of  th e  cl as s I fleet show s a les s pre ci pitou s de cl in e th an  ca r 
ow ne rshi p.  (A gg re ga te  ca pac ity  on Ja n u a ry  1. 1965. w as  86.957.665  tons  com­
par ed  w ith  91.231.612 to ns on Ja n u a ry  1, 1956.) R ut  th e fa c t th a t th e av er ag e 
carr y in g  c ap ac ity  of  pr es en t-da y cars  is la rg er th an  fo rm er ly  is  no  co ns ol at io n to 
th e sh ip pe r wh o ca nn ot  s ec ur e th e us e o f th e ca rs  h e needs.
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Of much more significance are the  recen t records of ins tall atio ns and ret ire­
ments. During the  5 years , 1959-64, ret irem ents consis tently exceeded new in­
stal lations  by a substan tial  margin . Tota l retir eme nts dur ing thi s i>eriod were 
384,922 as aga inst inst alla tions of 201,660, for  a tota l loss of 183,262 cars of all 
classes. With  respec t to boxcars only, reti rem ents were 171,101, compared with 
installatio ns of 61,965, for a net loss of 109,136 boxcars. Dur ing 1964, total re­
tirem ents  were 86,237 and inst alla tion s 65,801, but, significantly, boxcar ret ire ­
ments were 37,301 aga inst ins tallatio ns of 18,016. Thus, although  total freight  
car inst alla tions are improving in rela tion  to retirements, boxcar  requirements 
continue to exceed installatio ns by about 2 to 1.

The foregoing  figures amply demonst rate that  the nat ional fre igh t car fleet is 
not adequa te to meet the requ irements of commerce, that  the re is a long way to 
go before the fleet will be built up to a point where  it can keep ab rea st of  demands, 
increas es in population and the expanding economy req uire  t ha t the re should be 
more fre igh t car s in oi>eration and no t less.

The res ult  of the steady decline in the fre igh t car fleet in  the las t 20 years has 
crea ted a condition where ca r shortages a re now per sis ten t and continuous. With 
the  consisten t reti rem ent  of a greate r number  of boxca rs tha n are  being con­
struc ted, it is no t too difficult to und ers tand why th e boxcar sh ortage is becoming 
progress ively worse yea r af ter year.

The problem is with us and the question presented is what can we do about 
it. The problem is one which the rail roa ds have app arently been unable to find 
a solution as demonstra ted by the record  for  th e past 20 years. Api>arently, the 
regulatory  bodies must assume a gre ate r responsibi lity in the  cooperative effort 
to cope wi th the situation .

As we pointed out in o ur las t repo rt, one of the  fac tors which mil itates against 
carriers  adding more cars to the  fleet is the fac t that  under cer tain circum ­
stances it  is cheaper to ren t cars  than  to own them.

In our  prio r repo rt we referre d to the system of variable  per diem charges 
rela ted to the  value of car s which the  majori ty of car ownership voted to make 
effective on Jan uary 1, 1964. Under thi s system, daily  ren tals fell into six 
brac kets  rang ing from $2.16 to $7.74 per day ($2.16, $2.79, $3.58, $4.50, $6.15, 
and $7.74). This  was a step in the  r igh t direction, althou gh it did not give fu ll 
effect to the  f act that  higher value cars  should logically pay higher ren tal  bases. 
Effective  April 1, 1965, thre e add itional value  brac kets  were added to the  scale 
so th at  th e maximum daily  ren tal  is now $12.18 per day ($9, $10.18, and $12.18). 
The var iable system of per diem charges has  not been in effect long enough to 
produce any significant, resu lts, but  some changes  have been no ted in the number 
of cars in the various value groups. We previously refe rred  to the  fac t that  
the re had  been some increases in the higher value brackets  and some decreases  
in the  lower ones. That trend has  cont inued. For  example, on J anuary 1, 1964, 
the re were 3,587 cars  in the  pier  diem group of over $20,000. By May 1, 1964. 
the re were 6,059 cars in th at  class and on September 1, 1964, there were 7,254 
cars.  On Ja nuary 1, 1964, the re were 12,127 ca rs in the $15,000 to $20,000 group, 
on May 1, 1964, this  number had increased to  19,000 cars. By September 1, 1964, 
the re were 23.621 cars  in that  group. The number of cars in the lowest value  
group dropped from 488.000 on Jan uary 1, 1964, to 450,000 on May 1, 1964, and 
to 432.000 on September 1.1964.

However, this  variable  basis of per diem charges does not furn ish a complete 
solution to the  problem. Standing alone it does not provide the necessary incen­
tive  to induce rail roads to increase t hei r car fleets. Some railro ads  refuse to pay 
these  charges and the charges themselves are based upon account ing theories 
which do not give adeq uate  recognition to the  value of the  cars to the owners 
and are  s till too low to make car  ownership an att rac tiv e investment.

In our  prior repor t, we refe rred  to the resolution adopted at  the 1961 conven­
tion of this assoc iation urging upon Congress the prompt enactment  of  measures 
th at  will “encourage and perm it essential  augmentat ion of the  serviceable 
fre igh t car  fleet to a level sufficient to meet the needs of commerce and of the 
nationa l defense .”

Pursu ant to such resolu tion we have supported  legisla tion which would “pro­
vide just and reasonable  compensation to fre igh t car  owners, contribute to 
sound car  practices, and encourage the acquisition and maintenance  of a car 
supply adeq uate  to meet the needs of commerce and the  n ational defense.”

In the 88th Congress, Senate  bill No. 1063, augmenting  these  principles, was  
introduced and hear ings  w’ere held on it  by a Senate committee. The general 
solicitor  of this association advised the  Honorab le War ren G. Magnuson, chair -
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man, Special Subcommittee  on the Fre igh t Car  Shor tage , of our  suppor t of th is 
legislation and  filed a copy of the  resolution in the  committee record. The  
Committee on Commerce of the  U.S. Sena te issued a fav ora ble  repor t on th is  bi ll 
and  urged its  passage “to meet the  needs of na tio na l defen se and to insure  a 
nat ion al fre igh t ca r supply that  is adeq uate  for  the  shipping  and  consuming 
public .”

The bill was n ot acte d upon by th e Congress and in the 89th Congress, an  iden ­
tical hill (S. 1098) was introduced.  Hea rings were  held in April  1965, at  which 
time our  g eneral solic itor advised Cha irman Magnuson of o ur sup por t of the  bill, 
accompanied  by copies of the assoc iation reso lution and th is comm ittee’s report. 
Chairm an Magnuson advised our general solic itor th at  the associatio n’s resolu­
tion and  the committee rep ort  would be inco rporated as  pa rt  of the  comm ittee  
hea rings on S. 1098.

This committee urge s all members of the  association to sup por t th is bill be­
cause i t conta ins proposed  st andards or  guides  which  a re  those take n into  account  
by every American businessman when he is considering new investm ents in his  
business. When the ren tal  ra tes reflect app rop ria te economic factors , the  supply 
of cars , and  especially boxcars  will rise. We urge suppor t of the  prin cip le th at  
fre igh t ca r ren tal s should  be established on a  bas is which will—in the words of 
the  bill itse lf—“encourage  the  acquisition and  maintenan ce of a ca r supply ade­
qua te to  mee t the  needs of commerce an d th e na tion al defense.”

In  our  prior rep ort  we ref err ed  to the inte rim decision of the  In te rs ta te  Com­
merce  Commission in Ex Pa rte No. 241: Investigation of Adequacy of Ra ilro ad 
Freig ht Car  Ownership, Car Uti lizat ion,  Dist ribu tion , Rules , and  Practic es. In 
its  rep ort  t he  Commission found th at  c ar shortages a re  no longer local problems. 
The  Commission reported th at  its  investiga tion disclosed th at  ca r shortag es 
occur in the  tra nspo rta tio n of many  commodities, in many  types  of equipment , 
in many  sections of the coun try, and  at  most any time during the year. The 
Commission  said  th at  because of the  inadequacy of the  fre igh t ca r fleet, the re 
must be a new approac h to the  ques tion of car ownership and  contro l. In fu r­
the ran ce of th is  investigation the  Commission has invi ted all intere sted pa rti es  
to file represent ations with it  by November  1, 1965. It  is the  recom mendation  of 
thi s comm ittee th at  a copy of th is  rep ort  be filed with the  Commission  in th at  
proceeding.

In  pr ior  report s we have ref erred  to other fac tors and  the  poss ibili ty of thei r 
influence on car supply , such as investment credit on income tax  and dep reci a­
tion allowance. In  principle, these fac tors should have some effect bu t as  a 
practical  matter , thei r influence  is only sligh tly fe lt because of the  fact  tha t 
most of the  new cars now being built  are  in the areas of specialized tra ns po rta ­
tion. They have not  ye t dem ons trated their usefulne ss in prov iding incentives 
to increase  the  supply of general purpose cars,  the  area  in which sho rtag es are 
felt  the most.

As we also noted  previously, the  u se of service orders  i s not  a  permane nt solu­
tion. Where the  shor tage  is local and  not  too severe, they prov ide reasonably 
sat isfactory  tem porary relief. They do not solve the  problem of shortag es in 
total ca r supply.

In view of the  developments  reviewed in thi s rep ort  the re is no ques tion but  
th at  the need for  action is more urgent now tha n ever before. Much rem ains to 
be done but the  rai lro ad  efforts up to thi s point have produced no signi fican t 
resu lts. Apparen tly, the  reg ula tors mu st assume a larger responsibi lity  with 
respe ct to thi s problem and  we urge th at  th is asso ciation cont inue  its  efforts 
and  even pa rticip ate  more  actively  in its  cooperation with others  att em pti ng  to 
find a solution. We think  th at  among  the  frui tfu l places  in which we could 
expend those effor ts would be in sup port of S. 1098 and  by act ive  par tic ipa tion 
in the  In te rs ta te  Commerce Commission’s investigation of car ownership  in Ex 
Pa rte  No. 241.

We u rge th at  th is committee be continued in existence and th at  i t be ins tructed 
to accelerate its  a ctiv itie s in its  cooperative  effo rt t o find a  solut ion fo r thi s most 
serio us problem.

Respectively  submitted .
J ack H olmes, Montana, Chairman.
C. L. “Roy” Doherty, South Dako ta. 
Paul A. R asmussen, Minnesota . 
William F. O’Hara, Pennsylv ania . 
R ichard J. Human, Wyoming.
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T reas ury  Depa rt me nt ,
Salem, Oreg., October 1965.

Ho n. Oren H ar ris ,
Chairman, House Commit tee on Commerce,
House Office Building, Washington, D.C.

Dear Cong res sma n H arris : I wo uld  ap pre ci at e be ing re co rd ed  a t th e  h ea ri ng  
on S. 10 98  i n fa v o r of th e bil l.

Bo xc ar  sh or ta ge s ha ve  st u n te d  Ore go n’s econ om y fo r th e  pas t 17 ye ar s.  Se a­
so na lly  th e fo re st  pr od uc ts  in du st ry , whi ch  is th e  S ta te ’s No. 1 in dus tr y, ha s lost  
m ar ke ts  to bo th  do mes tic  an d fo re ig n co m pe tit io n solel y be ca us e of  th e una vai l­
ab il ity of  b ox ca rs  in Ore gon.

Even in th e  m ar ket s it  has  re ta in ed , Oregon  in dust ry  h as  lo st  th e  ad va nta ge 
of fa vo ra bl e pr ic es  by be in g too la te  in  ge tt in g it s pro du ct s sh ip pe d.  Lo cally , 
pl an ts  ha ve  sh ut do wn  fo r a tim e— w ith re su lt in g  loss  of  inc om e an d los s of  
pa yr ol l—b ec au se  p ro du ct io n co uld  no t be  m oved off th e  l ine .

In  re ce nt  ye ar s,  th e co nd iti on  has  wor se ne d.  W hi le  Orego n’s fo re st  in dust ry  
ha s in cr ea se d pr od uc tio n by  15  per ce nt  an nu al ly , it s bo xc ar  su pp ly  h as di m in ­
ish ed  by 3 pe rc en t. Th e re su lt  has be en  an  al m os t yea r- ar ou nd  sh or ta ge , ra th e r 
th an  a  s ea so na l on e a s in th e pa st .

It  is in th e nat io na l in te re st  th a t ev er y regi on  be  ab le  to co m pe te  w ith  ev er y 
ot he r reg ion  an d w ith  fo re ig n nat io ns on th e  bas is  of  pr od uct  q u ali ty  an d pr ice . 
Bec au se  of  th e bo xc ar  sh or ta ge , Or eg on  pr od uc ts  a re  no t av ai la ble  to  co ns um er s 
on th is  ba sis .

S. 10 98  is a st ep  in th e di re ct io n of  m ak in g th e econom y tr u ly  co m pe tit iv e.  
By m ak in g it  econ om ica lly  mor e a tt ra c ti v e  to  ra il ro a d  lin es  to  bu ild  bo xc ar s 
th an  to  re n t al re ad y ex is ti ng ca rs , S. 10 08  wo uld  a ll ev ia te  th e  c ri ti c a l sh or ta ge .

I st ro ng ly  ur ge  fa vo ra bl e co ns id er at io n of  S. 10 98  by  yo ur  co mmitt ee . 
Sinc er ely ,

R obert W. Stra ub,
Sta te Treasurer.

Amer ica n F arm B ureau F ederat ion,
W as hing ton,  D .C., Oc tob er 1, 19 65 . 

Re  i>cr die m car re nt al , H.R.  71 65  an d si m il ar  bil ls.
Hon . Oren H arris,
Chairman. House Committee on In tersta te and Foreign Commerce,House Office Building. Washington , D.C.

Dear Congress man  H arris  : At th e la s t an nu al  mee tin g of  th e  American  F arm  
Bur ea u Fed er at io n th e vo tin g de le ga te s of  th e mem be r S ta te  F ar m  B ure au s re ­
aff irm ed th e fo llo wing p o li cy :

“T he  re cu rr in g sh or ta ge of  ra il ro ad  ca rs  nec es si ta te s ac tion  to  al le via te  th e  
si tu at io n . We  fa vo r le gi slat io n to au th ori ze  ca r re n ta l ra te s which  pr ov ide an  
in ce nt iv e fo r ca r ow ne rs hi p. ”

Tin* car  sh or ta ge  si tu at io n  ap pea rs  t o be get ti ng  w or se  r a th e r th an  b et te r;  to be 
a ch ro ni c an d co nt in ui ng  prob lem ra th e r th an  a te m pora ry  si tu at io n . D iscu s­
sion s of  th is  su bj ec t by in fo rm ed  pe rson s hold no  pr om ise of  fu tu re  im pr ov em en t.

Th e in te re st  of  fa rm er s in th is  is su e nee d no t be labo re d.  Dela ys  in sh ip m en t 
los e sa le s an d in cr ea se  cos ts. A st ea dy  in cr ea se  in th e co st s of  pr od uc in g an d 
m ar ke ting  f ar m  pr odu ct  i s a m aj or fa ct or af fe ct in g fa rm  i nco me s.

We fa vo r th e en ac tm en t of II .R . 71 65  or  si m il ar  bil ls,  au th ori zi ng  th e Co mm is­
sio n to  es ta bl ish ra il ro ad  car  i>er die m re nta l ra te s a t leve ls  w hich , in th e la ng ua ge  
of  the bill , wil l “e nc ou ra ge  th e  ac qu is iti on  an d m ai nt en an ce  of  a c a r su pp ly  ad e­
qu at e to  m eet  th e ne ed s of com me rce  an d th e n ati onal  de fe ns e. ” W e bel iev e such  
en ac tm en t will  pr ov id e a co rr ec tive  (a lt hough l on g ru n ) influ en ce  on  th e si tu at io n .

It  wil l be ap pr ec ia te d if  you  wil l inc lude  th is  le tt e r in th e  h ea ri ng  reco rd .
Ve ry sin ce rel y,

Matt Triggs,
Ass ista nt Legislative Director.
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T he  A mer ican Shor t L in e  R ailroad  A ss oc iation ,

Washington, D.C., October 15, 1965.
Hon . Oren H ar ris,
Chairman, House Inte rsta te and Foreign Commerce Committee,
V.8. House of Representat ives, Washington, D.C.

Dear C ongressma n H arris ; Due  to our  d ee p co nc er n as to  th e ef fect of  penalt y  
per  diem  le gi sl at io n (H .R . 7165, S. 1098 an d re la te d  h il ls ) on th e sh ort  lin e ra il ­
road s,  I fe el  o bl ig at ed  to c om m en t f u r th e r in ou r beh al f.  Not  on ly  do  w e s in ce re ly  
fe el  su ch  le gi sl at io n will  lie detr im enta l to  th e cont in ued  ex is te nc e of a num ber  
of ou r sm al le r lin es , bu t we a re  co nv ince d th a t it  w ill  no t pr od uc e th e sl ig h te st  
in ce nt iv e fo r acquir in g  addit io nal ra il ro ad  ca rs , and  cert a in ly  w il l no t re liev e 
th e  sh ort age of  th e  ty pe  of  cars  now ne ed ed . I be lie ve  you re ali ze  th is  fr om  a 
re ce nt  st a te m en t qu ot ed  in  th e Jo u rn a l of  Co mmerce  to  th e  ef fect  t h a t you had  a 
fe el in g “t h a t yo u do n’t  ge t mor e cars  by  in cr ea si ng per di em  ch ar ge s. ” W e fe el  
a ca re fu l revi ew  of  th e  s ta te m en ts  p re se nt ed  a t th e  re cen t hear in gs w ill  bear th is  
ou t.

O ur s m ay  ha ve been,  in part , a pov er ty  plea , b u t I can not em ph as iz e too  
st ro ng ly  th a t th e  sh ort  line s are  fa ci ng a c ri si s in  th is  countr y  st em m in g from  
in cr ea se d co sts, he av y co mpe tit ion,  an d in  some in st an ce s,  th e  ef fect  of  m er ge rs . 
W e simply m ust  d o all  we  ca n tc  p ro te ct our  im port an t con tr ib u ti on  to  th e  e n ti re  
tr an sp o rt a ti o n  netw or k.

I ad m ir ed  yo ur  lin e of  qu es tion in g in di ca tive of  your co ns ci en tiou s des ir e to  
de ve lop a so lu tion  to  th e  c a r sh ort ag e prob lem. Al l I ca n sa y a t th is  tim e is  
th a t I co ns ci en tiou sly fe el  we a re  m ak in g pro gre ss  and  th a t an y le gi sl at io n 
on  th is  m a tt e r a t  th is  tim e is  p re m atu re  in  view  of th e  in vest ig ati on  now in  
pr ogr es s a t  th e  In te rs ta te  Co mmerce  Com miss ion (e x p a r te  24 1) . No t un ti l 
we de fin ite ly  know  ex ac tly  w hat th e ca r de fic ien cie s are , w here  th ey  ex is t,  an d 
who  is re sp on sibl e,  ca n we cope  w ith  th e  prob lem o th e r th a n  to  o rd er  cars  in  
ke ep ing w ith  th e  m ark ets  on our in div id ual  lin es , a s  we a re  no w do ing . The  
In te rs ta te  Co mm erc e Com miss ion now has th e au th o ri ty , th e  kn ow led ge , and 
th e  st af f to  in te ll ig en tly es ta b li sh  re sp on si bil it ie s in  th e  ca r- su pply  prob lem . 
On ly whe n th e fa c ts  a re  ac tu a ll y  as se mbled  and fu lly  analy zed  ca n th e ra il ro ad  
in dust ry , or th e  Co ng res s, de sign  a  w or ka bl e and w ort hw hil e  so lu tion .

At  th e  heari ng  you qu es tion ed  on e of my  co lle ag ue s a s  to  w hy  S. 1098 pa ss ed  
th e  Sen at e with ou t, a d is se nting  vo te.  My per so nal  fe el in g  is  th is  w as  du e to 
th e Sen at e be ing ad vi se d th a t sh o rt  line s and  te rm in a ti ng  c a rr ie rs  wou ld  be 
pro te ct ed  by th e am en dm en t m ad e to  th e  bi ll.  As  yo u kn ow , m y po si tion  on 
th e  am en dm en t w as  th a t it  is  no t st ro ng en ou gh  to  p ro te ct sh o r t li nes an d th e ir  
pr ob lems re la te d  to  per  diem . On ly m andat ory  la nguag e in  th e  bi ll  wou ld  ac co mpl ish th is .

I ha ve  enclo sed  an  a rt ic le  fr om  th e  W al l S tr ee t Jo u rn a l of O ct ob er  13, 1965, 
whi ch  yo u will  find of  in te re s t as  to  one ra il ro a d ’s c u rr e n t so lu ti on  to  box ca r 
sh ort ag es  ex jie rie nc ed  by th e plyw ood in dus try. Al so  en clos ed  is  an  a rt ic le  on 
“Short . L ines " from  R ai lw ay  Ag e of  Octo be r 4, 1965, an d on e fr om  R ai lw ay  Age  
of  Octo be r 11. 1965, co nc er ni ng  ra il ro ad  c a r pur ch as in g.  I be liev e th is  la tt e r 
a rt ic le  w ill  show  beyo nd  an y doubt th a t th e  ra il ro ad  in d u s tr y  is  do in g ev er y­
th in g  to  prov id e adeq uat e ca rs  w ithout an y pen al ty  a s  w ould  be  im po sed 
even tu ally  unde r th e  pen di ng  le gi sl at io n if  pa ss ed .

If  po ss ible,  I -would appre cia te  th is  le tt e r be ing m ad e a p a r t of th e  cflhnm itte e reco rd .
T ha nk  you an d th e  o th er mem be rs  of  th e  H ou se  In te rs ta te  and  For ei gn  

Co mm erc e Com mitt ee  fo r th e opport unity  to  su bm it  ou r vi ew s, and  fo r yo ur  ca re fu l co ns id er at io n of  th is  “p er  di em ” legi sl at io n.
You rs  ve ry  tr u ly ,

Carroll P. B u r k s , President. 
[F ro m  th e W al l S tr ee t Jo u rn al,  Oc t. 13,  19 65 ]

Sou th ern P ac ific P la ns  a Cut  in  F re ight  R ate T o E ase  Car S hortage—
Narrow -Door Boxcars, F latcars W ould Be P ared To  Sh if t  U se  F rom th eW ide -Door Boxcars

P ortland. Dreg.— Sou th er n Pa ci fic  Co. p ro po se d a ra te  r ed uct io n f o r it s  n ar ro w - 
do or  bo xc ar s an d it s  fl at ca rs . The  c a rr ie r sa id  th e  pr oposa l co ul d ea se  th e ra il ro ad  ca r- su pp ly  prob lem .
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Benjamin F. Biagg ini, pres ident, told  the  American Plywood Associa tion 
here that  “per-car” rat es  would offset customers’ higher  loading costs  for 
narrow-door boxcars. He said  th at  only the  wide-door  boxcars were very 
scarce, and th at  increased util izat ion of narro w-door boxca rs and  flat car s for  
lumber shipment would alle via te the  problem.

Lumber-products ship pers pre fer wide-door cars because they can  be loaded 
with  for kli ft trucks, whereas narrow-door boxcars  require  expens ive hand 
loading and  flatcars  require  packaging  to keep the  lumber wea therproo fed.

“By use of other cars than  wide- a nd  double-door cars for  a margin al pa rt  of 
your shipments, we will have  overcome the  ma jor  pa rt  of your  car-supply dif­
ficulties,” Mr. Biagg ini told the plywood association.

Under the  “p re-car ” concept, a shipper would pay a flat  ra te  depend ing on the  
type of car, and could load it to a maximum weight  cap aci ty stenc iled on the 
side of each car.  The ra te  for  narrow-door boxcars, if completely loaded,  
would be sub stantially  lower  tha n presen t load charges based  on weight, Mr. 
Biaggin i said. The lower  shipping charge would offset increased loading costs, 
he said.

A rai lroad spokesman said Southern Pacific would put the  new ra tes into effect 
if shipper reac tion  proves favorable, as the  road  expects.

The proposed ra te  changes would go into  effect for  shipmen ts from Oregon 
and nor thern Cali forn ia to poin ts on the  Sou thern Pacific line  as fa r as Tucson, 
Ariz. “If thi s ini tia l stage  of the  program is success ful, a stud y will be made 
as to its  possib ilities on transc ontinent al traffic,” Mr. Biagg ini said.

Two- thirds of Southern  Pacific’s boxcars are of the  wide-door or double-door 
variety,  he said. The company has ha lf comple ted a program of pu tting  wide 
doors on it s older boxcars.

Exam ples of the  compara tive costs of the new and  old ra tes were given by 
Mr. Biaggini . In shipments from the Po rtland are a to San Francisco , “a 
narrow-door 40-foot boxca r of 3.500 cubic fee t or less calls  for  a ra te  of $270, 
which is $48.50 less than the alt ern ati ve  incentive ra te  for  70,000-pound loading 
and provides sti ll grea ter  savings as more weight is loaded.

[From Railway Age, Oct. 4, 1965]

W h a t  Abo ut  t h e  S hor t L in e s ?

Some ye ars  ago there was a good sized ra ilroad th at  had a money losing, 30- 
mile branch  line which it  was seeking to abandon. A couple of experienced 
rai lroade rs offered to buy the  line  (a t something like the jun k value of the 
pro per ty) , but  the  owning rai lro ad showed no enthus iasm  for the  proposal .

Whether tru e or not, the  exp lanatio n wen t the  rounds that  the  reluctan ce of 
the  owning rai lroad to sell the branch  line  w as derived from the f ac t th at  litt le 
of its  traffic  was  local. Most of  i t w as interl ine  an d long h aul  (such commodities 
as coal, lumber, building m ateria ls, pro duc ts moving in tan k ca rs ).  The manage­
ment of the owning rai lroad was said to believe  tha t, if the bran ch were aba n­
doned, most of its traffic would sti ll move by rai l to the neare st rai lro ad  station, 
and the res t of the dis tanc e by truck. In  short, the  owning rai lro ad foresaw 
litt le or no loss in traffic from aban don ing the  branch, while  th ere  would be con­
siderable saving  in el imination  of its  ope rating and maintenance costs and taxes . 
So the  line w as abandoned.

Largely left out of calculat ion was the  f act th at  tra ns fe r from  car  to truck , or 
vice versa , would involve cons iderable  delay  and  expense (especially  before the 
day of piggybacking. This expense and  delay  might often be sufficient to offset 
the  greater  economy of line haul by rai l, for  the  longer pa rt  of the trip . The 
shippers  and receivers m ight, rightly or wrongly, calculate  th at  i t would be fas ter  
or cheaper (or bo th) for  them  to move th e shipm ent all the  way  by truck. At any 
rate, such seemed to be the  effect of the aban donment of thi s pa rti cu lar branch 
line.

Is  there any solution, except abandonm ent, for  a branch  lin e tha t does not earn 
its  keep under  standa rd rai lroad practices?  An answ er has app arently  been 
found by quite  a number of shor t-lin e rai lroads , local ly owned. Such lines, in 
many  cases, pay wages  at  the  local  (instead of the  na tional) level. They are  
often not required to  overman the ir tra in  crews. With only a few tra ins to
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ha nd le , d is pat ch in g and si gna l in st a ll a ti ons a re  no t el ab ora te . I f  co nd it io ns fo r 
oper at in g su ch  sh ort  line s wer e mor e on er ou s th an  th ey  ar e.  man y of  th es e li tt le  
ra il ro ads wou ld  pr ob ab ly  ha ve  to  c ea se  o pe ra tion .

M AIN -L IN E ROADS HAV E A ST AK E

In  th a t ca se , th e  m ai n- line  ra il ro ads m ig ht  los e mu ch  o f  th e no t in co ns id er ab le  
to nn ag e th a t th es e loca l ra il ro ads o ri g in ate  an d te rm in a te ; an d em ploy ee s of  
m ai n- line  ra il ro ads wou ld  los e th e  jobs  th a t th is  to nn ag e prov ides . Mo re  th an  
th a t th e re  a re  a lo t of  loc al in dust ri es th a t co uld not su rv iv e again st  co m pe ti to rs  
wh o a re  mor e ad van ta geo us ly  loca te d—un le ss  th e ir  ra il ro ad  se rv ice is co nt in ue d.  
The  los s of  su ch  ra il ro ad  se rv ice wo uld be  ru in ous to man y co mmun iti es .

Some  of  th es e li tt le  ra il ro ads ha ve  succ ee de d in au gm en ting  th e ir  sl en der  
fr e ig h t re ve nu es  by acquir in g  a nd oper at in g  a n ti que pa ss en ge r tr a in s  a s a to u ri st  
a tt ra c ti on . A t le ast  one m ajo r ra il ro ad  is  carr y in g  on th is  la tt e r  ac ti v it y  su c­
ce ss fu lly (e.g., th e D. & R.G .W.. RA, Se pt.  13, p. 17)—bu t it is no t th e  so rt  of 
en te rp ri se  th a t mos t m ai n- line  ro ad s could  be  ex pe ct ed  to  undert ake  on a la rg e 
scale.  M an y sm all er ra il ro ads co uld en ga ge  in  su ch  side  ac t iv it ie s w ithout in te r­
fe re nc e to  th e ir  re gu la r fr e ig h t tra ffic, which  usu al ly  does not su ff er  from  
co ng es tio n.

Giv ing th e  sh ort  line s an  oppor tu ni ty  to  mak e th e ir  max im um  co nt ri bution to  
pr ofi ta bl e ov er al l ra il ro a d  tra ffi c is  no  a lt e rn a ti ve  to logi ca l m er ge rs , and is  no  
so lu tion  to  th e  ra il ro ad  prob lem. T he  fu tu re  of  th e  ra il ro ads lie s la rg el y in 
re duc in g para ll e l tr ackage  (c oncentr ati ng  tra ffi c on th e m or e ec on om ical ro u te ) ; 
an d in  pr ov id in g fa st , fr eq uent,  an d de pe nd ab le  se rv ice in tr a in s of eff icient  siz e 
an d eq ui pm en t a t co m pe ti tive ly  a tt ra c ti v e  ra te s.  T his  is (lie goal to  w hich  mos t 
of  th e  a tt en ti on  of  mos t ra il ro ads will  prob ab ly , an d mus t, be  di re ct ed . B ut a 
healt hy  tr ee  do es  not ha ve  on ly  one tr u n k  an d a ha lf- do ze n ro ot s an d br an ch es . 
I t  h as hu nd re ds , o r even  th ousa nds,  of  b ra n d ie s an d ro ot s—ne ed ed  to  ke ep  th e 
m ai n tr u n k  he al th y.  A re n’t r a il ro ads mu ch  th e  s am e?

“feeder” traffic

Bac k in  th e ‘tw en ties , w’hen  Gov er nm en t so ug ht  to  em ba rk  on ra il ro ad  co ns ol i­
da ti on  on a co mpu lsor y ba si s,  on e of th e main ob ject iv es  s eemed  to  b e to fo rc e th e 
m ai n- line  ra il ro ads to ta ke  ov er  some of  t he sh ort er lin es , an d to use p a rt  o f tl ie ir  
m ai n- line  earn in gs to  su bs id ize th e  le ss  re m uner at iv e lin es . In  du e co urse , ho w­
ev er , ea rn in gs of  th e m ai n lin es  de cl in ed  to  th e po in t w he re  i t  was  no  long er  
po ss ib le  fo r th em  to pur ch as e re din k ra il ro ads.  An d th ey , them se lves , had  to 
s ta r t pr un in g.

T here  a re  se ve ra l so ur ce s of  th e  econom y th a t ra il ro ad  se rv ic e pr ov id es —e.g., 
m in im um  re si st ance from  fr ic ti on  ; abil it y  to  hau l he av y lo ad s per ca r an d per 
tr a in , w ith m in im um  ne ed  fo r m an po w er  a nd  f ue l in re la tion  to  la di ng . All th es e 
fa c to rs  a re  au gm en te d whe n tra ffi c on econom ica l main ro ule s is incr ea se d.  And 
on e of  th e  w ay s to  ac co mpl ish th is  is to  in cr ea se  th e tra ffic pr ov id ed  by fe ed er  
lin es . Short  lin es  ca n pr ov id e su ch  fe ed er  tra ffic, if th ey  ca n o pera te  on  a ba sis 
of  s elf -su fficie ncy, an d w ithout co st to  th e main- lin e ra il ro ads.

The se  ro ads cannot af fo rd  to  su bs id iz e an y oth er  c a rr ie rs  (i nc lu di ng  com pe tin g 
hi ghw ay s an d w a te rw ay s) —b ut sel f-s uffic ien t sh ort  lin es , which  su pp le m en t 
m ai n line s bu t do  no t ta ke  tra ffi c aw ay  from  them , wo uld  no t be  subs id ized . 
W hat th ey  m ay  ge t in  th e  way  of  liber al  tr ea tm en t from  loca l go ve rn m en t or  
easi er w or ki ng  ru le s is  a co m m un ity  ad va nt ag e.  Such co nsi der at io ns ca n lie 
give n adequate  w eigh t w ithout an y d iv er sion  from  th e ra il ro a d s’ m ajo r co nc ern— 
th a t of  in cr ea si ng ra il ro ad  tra ffi c by  mor e sa ti sf acto ry  an d m or e econom ica l 
m ai n- line  se rv ice.

[F ro m  Rai lw ay  Age, Oc t. 11, 1965 ]

Budget P lanning—Buying  I s More T han P aying—Long-Term P rofitability 
Must  Be Considered Carefully W he n Acquiring New F reight Cars 

(B y F.  N. H ou se r,  as so ci at e mec ha nica l ed it o r)
B uy  now— pay  la te r.  T h a t popu la r in st a ll m ent loan  slo ga n m ust  al w ay s be  in 

th e  m in ds  of  bu dg et  p la nners  a s  th ey  p lo t th e ir  fr ei ght- ca r sp en di ng  fo r 196(1. 
B ut w’hy?
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After all, m«st railroads—through equipment trusts—have been acquiring 
much of thei r polling stock on the installment plan for decades. Interest and 
amortization, the “pay lat er” phase of installment purchasing, must always be 
the concern of railroad financial officers when new equipment is under con­
struction.
Cost of competitiveness

But budget planning for 1966’s freight cars transcends  the almost simple prob­
lem of sufficient cash. In today’s rapidly changing transportation market, the 
railroads’ problem of “what to buy” should be considered ahead of “how to 
pay.” Cars, ordered today and writen off over the 15-year period sanctioned 
by the ICC and IRS, will still he in service after  1980.

The prime question becomes : What will it oost later if  the freight  cars ordered 
now are not suitable for the transporta tion job which railroads must do 5, 10, 
and 15 years hence? Pa rt of the price paid for cars ordered in 1906 could be 
the cost of early obsolescence and inabi lity to be competitive.
Tomorrow's competition

Even the definition of tomorrow’s competition is an elusive thing.
As Jervis Langdon, Jr ., chairman of the Rock Island, recently pointed out to 

a Chicago group, pipelines, trucks, and barges are not the only competition con­
fronting railroads. “A very real competitor,” said Langdon, “is the desire of 
industry to avoid transportatio n entirely by decentralizing.”

Mine-mouth power generation, being investigated by some electric utilities, is 
one example of trad itional t ransportation  being avoided entirely. A few months 
ago Southern President D. W. Brosnan told the American Mining Congress:

“The Southern doesn’t like mine-mouth plans. They use coal but they don’t 
use railroads . Tha t means railroads have to make prices so low tha t major 
electric utilities aren’t likely to move in this  direction.

“We want utili ties’ arithmetic to give them answers tha t favor  rail trans­
portation  between mines and generating plants. Southern has done well in its 
terri tory  in beating the cost aspects of extra-high-voltage transmission lines 
from mine-mouth plants,” said Brosnan. “I am confident that  we can stay ahead 
of tha t threat  and tha t most—if not all—other railroads will be able to do as 
well.”

Brosnan has since summarized the  deficiencies of trad itional coal cars in 
today’s low-profit-margin utili ty fuel market  by calling the conventional low- 
capacity hopper car in unit- train  service “wasteful.” Major shortcomings of 
standard 50- and 70-ton hoppers, says Brosnan, included too low payload-to- 
empty r at io ; too lit tle capacity for true  volume movements ; and inability to be 
loaded and unloaded rapidly.

In its quest for new and more efficient coal-handling equipment, the  Southern 
has introduced 110-ton aluminum gondolas (Railway Age, Apr. 4, 1960, p. 12) ; 
100-ton steel hoppers (Railway Age, July  13, 1964, p. 22) ; and recently an 
experimental four-unit, 260-ton aluminum hopper (Railway Age, Aug. 9-16, 
p. 34). The 260-ton car, says Brosnan, “seems truly to hold great  promise for 
reducing transportation costs.”
The car's the thin#

Crucial in the ICC’s recent decision sanctioning the Southern’s volume grain 
rates  was another of the railroad’s equipment innovations—the “Big John” 
covered hopper car.

“Big John.” said the Commission’s report, is an advance in car technology 
“which makes it particularly  suitable for the transportation  of bulk commodi­
ties such as grain.” Emphasizing the importance of “Big John’s” size and 
mechanical features was the ICC’s refusal to permit the same low rates  if 
Southern used boxcars or if competing railroads used conventional covered 
hoppers for the same grain hauls—in both cases claiming tha t standard cars 
would make the tariffs noncompensatory.

The idea that  special equipment must always be introduced in obtaining ICC 
clearance for rate reductions was somewhat tempered by Commissioner J. W. 
Bush’s observation tha t he would have approved the competitive rate s for ship­
ments in conventional equipment—had Southern’s competitors made “a better 
presentation of cost factors .” Bush thought that such a case could have been
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mad e, po int ing  ou t th at ot he r roads sou ght ap prov al of th ei r low er ra te s only  if So uthe rn ’s a dj us tm en ts we re app roved.
Trend to gia nti sm

Th ere seems to be no in te rrup tion  in the tren d to gia nti sm  in fr ei gh t ca rs.  Two weeks ago General  Am erican  ann oun ced  its  60,000-gallon ta nk  ca r (R ai lw ay  Age, Oct. 4, p. 24), no ting th at it  ha s seven  tim es the capacit y of th e typ ica l ta nk  ca r in ser vic e at  th e end of Wo rld  W ar  II . The big GATX ca r wil l be op erate d fo r some m onths  to  a pp ra ise  th e op erat ing c ha ra ct er is tic s o f it s run nin g- ge ar  ar rang em en t w ith  a span  bo lst ers  and two 70-ton tru ck s a t ea ch end. Loaded  wi th lique fied  pe tro leu m gas , the big ca r will put 218 ton s on the  ra ils  un de r it. Th is ca r follows th e pa tter n of a 50,000-gallon ta nk er  with  the sam e typ e of  r un­ning  g ea r w hic h was p ut  in ser vic e by Union T an k Ca r 3 ye ar s ago (R ai lw ay  Age, Apr.  22,1962,  p. 12) .
Th e Penn sy lva nia  has des igned two 150-ton, 38,000-gallon tank  ca rs  and a 150-ton, 6.500-cubic -feet covered  hopper car, al l with  six-wheel tru cks. Th ese  tru ck s, say  Pe nnsy officials , wi ll pe rm it th e ca r to op erate  at  fa st -f re ig ht  speeds  whereve r st an da rd  fou r-w hee l-tr uck, 100-ton ca rs  can  run . The th ree ca rs  ar e sch edu led  fo r ea rly com plet ion by th e ra il ro ad ’s shop and ar e aim ed a t pla cin g on th e r ai ls  bu lk traff ic w hich  is  now m ovin g by w ate r.

Reduced  inv en tor ies
Th e PR R exp ect s to de mon str ate th at th e c apac ity  a nd  speed  of  mo vem ent wi th thes e new  ca rs  wi ll pe rm it bu lk mater ia ls  to be moved by ra il  ch eape r th an  by an y ot he r for m of tr an sp or ta tio n.  The sto rage  fa ci lit ie s an d inv en tor ies  asso­ciated  w ith  w at er  tra ns po rt at io n can be eliminated .
Th e big cars,  sa y Pennsy officers, ar e exp ected to serve as  mode ls fo r fu tu re  ca r-b uil din g plan s of che mic al com pan ies  t ha t own th ei r own ca rs  or  le ase  them ; it  is no t th e st a rt  o f a  p rogram  to  g et the PR R in to  th e tank -car  business.

Th e sign ificance
W hat  do thes e dev elopment s me an fo r equ ipm ent  plan ne rs? Th ere seems to be a ste ad y pus h to  high er  an d high er  capacit ies , with  par ticu la r emphasi s now being given to bu lk m at er ia ls  mov eme nts.
The ea rly  ye ar s of th is  dec ade  also saw  ra ilr oa d at tent io n cen tered on bulk shipm ents.  Two or th re e ye ar s ago  in te re st sw itched  to man ufac tu red goods as  th e ra il ro ad s tu rn ed  th eir  at tent io n to  hig h-c apacity  boxca rs. The resu lti ng  flee t fo r au to  par ts  service—inc lud ing  th e 86 ^- fo ot , 10.000-cubic-foot mode ls costing  approx im ate ly  $35,000 eac h—h av e no t been  al to ge th er  an un mi tig ate d blessing .
In tr ai ndust ry  con tro ve rsy  over  th e in iti al  expe nd itu re  and  the  r et urn  on inve st­me nt wh ich  could be reali zed with  th e ra te s es tab lished fo r these big ca rs  culmi­na ted la st  week  in an  ap pr ox im ate 10-percen t inc rea se in au to  pa rt s ra te s by ea ster n ra ilr oa ds . Th e po ssi bil ity  o f uti liz ing thes e big ca rs  in othe r servic es is also un de r study.
Marke tin g an d me chanica l people mus t work close ly in plan ning  equ ipm ent  wh ich  is imme dia tel y pro fit ab le an d wi ll rem ain  comp eti tive in th e ye ar s to come. One of the im po rtan t cons ide ratio ns  is  t he  buildin g of b as ic ca r st ru ct ur es  wh ich  ar e des igned so th a t they  ma y he rea dil y con verted fro m one  servic e to an othe r.
A typ ica l prod uc t o f thi s typ e o f p lan ning  is  th e 60-foot cus hioned  fla tcar  w hich  tr a il er tr a in  ha s been  acqu iri ng  fo r servic es othe r than  piggyback ing. The flat- ca r’s basic  un de rf rame ma y be fit ted  ou t as  a general  ser vic e ear , may be equippe d with  bulkh ead s, or  ma y be spe cia lly  rigged fo r th e tr an sp or ta tio n of au tom obile  fram es  or  fa rm  equ ipm ent . Wh ile  no conver sions ha ve  so fa r been made,  or ar e pla nned,  ce rtain me chanica l fe atur es  of the or ig inal des ign  wou ld ma ke  speedy and inexpens ive  changeo vers possib le.

No more “ma ke do”
In plan nin g for fu tu re  equ ipm ent , th e rec ent  actions of the  AAR Me chanica l Div isio n as inv olv ing  ca r com pon ents m us t be con sidered . Con sen sus  of th e ra ilw ay  indu st ry , as  evidenced  by th e AAR gro up’s act ion s, is th a t the  cheap  com promise wil l no longer be suff icient fo r tom orr ow ’s op erat ing and  traff ic dem and s. Some of th e tr ad it io na l “m ake do” mecha nical ar rang em en ts  on ca rs  which pro duc e fre qu en t fa ilu re s or  r eq ui re  c on tinuin g at tent ion ar e on th ei r way out .
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Effective next year all new freig ht cars in interchange service will have to be 
equipped with automatic slack adjusters  if they have conventional brake  rigging. 
This will serve to produce more uniform braking  action from all the cars in a 
train—and the ability to stop is fully as importan t as the ability to get today’s 
freights  to the high and uniform speeds which competition now requires.

Similar action is being taken to require that center plates and truck bolsters 
of new cars be of improved qual ity to insure  tha t trucks will swivel more uni- 
formily, simplifying the problem of humping cars in classification yards (RA, 
June 28, p. 40).

Roller bearings, cartridge bearings, or stabilized and sealed plain bearings 
will have to be par t of the planning for all new, rebuilt, and heavy repa ir cars, 
effective next August. Again the aim is to improve operations by reducing the 
incidence of hotboxes.

AAR Mechanical Division actions such as the preceding are usually prelim­
inary to a general requirement for all cars in interchange service. Some of the 
recent dates established for these  mandatory applications include :

In 1968: Use of only AAR-certified dra ft gears with requirement tha t heavy 
cars have high-capacity gears.

In 1975: Use of high-capacity brake beams and high-strength boxcar floor 
construction.

In 1980: Mandatory installation of brake-cylinder release valve and require­
ment tha t there be a minimum of 2%-inch clearance between the top of the rail 
and the lowest part of the car.

FAS SEN GER  PROSPECTS?

While new cars designs and component refinements have been introduced 
regularly to assure growing usage and improved operation of futu re freight 
trains, there  has been a virtual stagna tion of medium-distance passenger train 
technology for almost a decade. With President Johnson’s recent signing of 
the High-Speed Ground Transporta tion Research and Development Act of 1965 
(RA, Oct. 4, p. 17), prospect of Federal partic ipation promises to bring changes. 
Ultimately there could be “fal lout” which might be applicable to freigh t equip­
ment.
fit p ectacular breakt hroug h

The potential  in the northeast corrido r demonstration projects has been 
seen by Pennsylvania Chairman S. T. Saunders as possibly leading to “the 
same kind of spectacular breakth roughs  in rail  transportation  technology tha t 
have resulted from Government-sponsored research and development of air ­
frames and other aspects of aviation.”

Already the President has asked for  an initi al $20 million appropria tion for 
the remainder of this fiscal yea r; $35 million will be requested in each of the 
2 following years. Carbuilders have submitted to the  Department of Commerce, 
charged with overseeing the demonstration projects, plans for the proposed 
high-speed trains. The Department and the Pennsylvania are  putting final 
touches on a contract for implementing the Washington-New York projects. 
Saunders has predicted tha t trains will be running in less than 18 months afte r 
the contract is signed.
No continuing commitment

“The Government’s encouragement of rail  passenger service in the northeast 
corridor does not in any way constitu te a commitment to a program of continu­
ous support,” explained R. A. Nelson, Commerce’s T ransportation Research Di­
rector. “The service will have to prove itse lf on an economic basis in comparison 
with other modes of transportation.”

The Pennsylvania will put into operation 40 to 50 new electr ic multiple-unit 
cars between Washington and New York to provide hourly service in each di­
rection. The New Haven will operate  three to five self-propelled (possibly 
gas turbine) rail cars between Boston and Providence. The services will operate 
at speeds up to 125 miles per hour, possibly higher. The cars, as described by 
Nelson, will be “new, modern, and comfortable, providing amenities such as 
food service.”

The Commerce Department antic ipates  tha t orders for the cars will be placed 
within the next 2 months with every encouragement given for completion of 
the first cars within a year. In the case of the PRR, the  Federal funds will
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amount  to $9.6 million,  with the  equipment becoming the  proper ty of the  ra il ­
road  at  the  end of the dem onst ratio n projects. Thorough ma rke t ana lys is will 
he pa rt  of the Government’s app raisal  of the northeast cor rido r experiments . 
While  rai lroads , on their own, mus t be plo tting their role in fre igh t tra ns po rt 
over the nex t 15 years, Government will  have a big role in thei r passenger- 
tra nspo rt future .

Car orders: How high?

Ja n u a ry .. .......
Fe brua ry____
Marc h..............
A pri l. ............. .
M ay ________
Ju ne ________
Ju ly .................
Au gust........... .

Subtotal .
September___
October..........
Novem ber___
Decem ber .......

T ota l. .. .

1963 1964 1965

4,098 10,803 9,44 6
5,976 3,821 5,1 94
5,80 8 7,742 7,831
2,57 3 4,313 4,82 1
6,07 4 7,185 5,839
2,349 4,584 8,5 38
4,356 4,695 6,330
3,021 5,34 4 8,801

34,255
2,319 
8,5 33  
8,331 

10,197

48,487
4,04 5 
6,830 
6,44 4 
9,8 23

56,800

63,6 35 75,629

Little Rock, Ark., July 1,1965.
Hon. Oren Harris,
House of Representatives,
Washington, D.C.

Dear Congressman Harris: Ju st  wan ted you to know th at  the re is a lot of 
suppor t favo ring  passage of H.R. 7167 rela tive  to relieving  the  chronic double­
door boxcar shortage.

Ark ansas is rapidly becoming a fac tor  in the  plywood business with the 
adv ent  of southern  pine plywood. Double-door boxcars will be very helpfu l in 
loading the  product at  the mills  and also will be help ful at  the  des tina tion  in 
lower ing the  cost of hand ling this material. Most plywood is 4 f eet  wide and  8 
fee t long, however, there are  many larger sizes with fork  truck s. The most  
economical way of sh ipping  by rai l is in double door boxcars.

Bes t wishes.
Sincerely,

Roland R. Remmel.

Meridian & Bigbee Railroad Co.,
Meridian, Miss., July  19,1965.

Hon. Oren H arris,
House of Representatives,
Washington, D.C.

Dear Mr. Harris : You are , I am sure, fam iliar wi th the  so-called penalty  p er 
diem bil l which recently  passed the Senate as S. 1098.

As you know, this bill would cer tain ly penal ize the  short-lin e rai lroads  and 
fu rthe r re str ic t all rail roa ds by add ing add itional  control over the  indust ry by 
the  In ters ta te  Commerce Commission.

We und ers tand th at  Nos. 9580 and 9270 have been assigned to sim ilar  b ills in 
the  House  and we are  very much opposed to them. Our main objection, of 
course, being th at  the short-line rai lroads are not  in a posit ion to make trem en­
dous investme nts in equipment, and we feel the  recent multi level  per  diem rat es  
will have  the  same effect in encouraging  those rai lro ads th at  are in a position 
to do so to  build  equipment, as would t he  penalty per diem bill.

I recall very pleasantly  my sho rt vis it with you in El Dorado last  fa ll and 
hope we have an  opportunity to  vis it again  some time in  the  future .

Any help you can give us in connection with  thi s legislat ion will certa inly be 
apprecia ted.

Cordia lly,
William M. Shoemaker, 

Executive Vice President.
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Bauxite & Northern Railway Co.,
Bau xite , Ark., Ju ly  7 ,1965.Hon . Oren Harris,

Congressman, Washington, D.C.
Dear Mr. Harris: On behalf of the  Bau xite  & Northern Railw ay Co., I would like to go on record as being very much opjxjsed to Senate bill, S. 1098, which deals with  rail road per  diem. With the  increased  per diem the longer rail roads have been able to charge, we are burdened with  the  very heavy per diem costs and the  larger rai lroads  are not willing to give us comm ensurate increases in division to cover these costs. It  is also tru e that  a very small portion of car 

deten tion at  t erm ina ls and  othe rwise can be charged to any  rai lroad and we a re completely at  the  mercy of our shipjie rs in the  length of time it takes them to load cars. Through  th e ave rage agreement t ha t we have with these shippers, the demurrage c harged is a lways a very small proportion o f the per diem that  we are  forced  to pay. Therefore, we would bear the penalty of any such bill.
Very tru ly yours,

J ames Davies, Jr. , General Manager.

International Paper Co.,
Long-Bell Division, 

Longv iew, Wash., July  6, 1965.Hon. Oren Harris,
Chairman, House Commit tee on Fore ign and  Intersta te Commerce,
House of R epresenta tives , Washington , D.C.

Dear Congressman Harris : I und ers tand th at  S. 1098 is expected to pass in the Senate  in the very nea r futur e and will then come before the House for  con­sideration . As you know, this is the  bill to help alle viat e the  boxcar shortage.  I am told this bill will go to your House Committee on Foreign and In ters ta te  Commerce.
I sincerely hope th at  you will schedu le S. 1098 for an early hear ing when it  comes to your  comm ittee. I can speak from personal  experience when I say th at  the boxcar shor tage  in this  coun try alre ady  is hind ering the  economy. And all signs point to an even more severe  boxcar shor tage  this  year.  I have been warned th at  we are  facing the  wors t boxcar shor tage  in history.
These are  the figures cited to m e: The daily  boxcar shor tage  is alre ady  2,650, double the  shortage at  thi s time  last  year.  The daily shortage of all  types of cars  is nearly 5,200, ju st  sho rt of double las t yea r's shor tage. Last month alone the  number of serviceable boxca rs declined by 1,549 cars.  Since June , 1,964, the  total number of serviceable cars has declined by 56,000.
I am confident th at  you unders tand the seriousness  of this  problem and that  you will help expedite  the  passage of S. 1098.

Sincerely,
Eliot H. Jenk ins , General Manager.

Geor gia -P acif ic  Cor p., 
Cortland. Greg., July  15, 1965.

Re II.R. 7165, to help allev iate fre igh t car  shor tages by establishing real istic  car  re nta l charges through ICC action.
Hon. Oren Harris,
Chairman, House Commit tee on Inter sta te and Foreign Commerce, Washington, D.C.

Dear Oren : Our company is deeply concerned about the seemingly ever pres­ent fre igh t ca r shor tage  problem. Looking to  the future , the  situ ation is likely to get worse instead of better . The impact on our Arkansas opera tions which, as you know, are under ano ther expa nsion  program, thi s one over $50 million, could be severe ly adversely  affected.
While II.R. 7165 (and S. 1098) are cer tain ly not complete answ ers to the problem, we believe th at  passage will help. This  legislation simply makes it clea r th at  the  ICC can establish  fre igh t car user charges which are high enough to jus tif y cons truct ion of ad ditiona l cars,  and also help insu re th at  the maximum and most efficient use is made of boxcars now in service.
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We were most pleased to see th at  the  Senate has  passed  S. 1098 wi tho ut a 

dissenting vote to get the ICC sta rte d on necessary study program s th is  year.  We hope t ha t the  House can a ct withou t too much delay.
We will grea tly app reci ate any thing you can do to expedite action by vour comm ittee and the  House.
With kindest j>ersonal rega rds,  I am,

Yours sincerely,
Wm. C. Norman, Vice P res ide nt.

(W hereu pon, at  4:15 p.m., the com mit tee  recessed, to  reconvene 
sub jec t to th e ca ll o f the C ha ir. )

O
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