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M]il{OR;tNDUM 

vJhite House 1-seting, December 5, 1957 (2:00 p.m.) 

A.tt.fa'}dan,ce 

Daniel P. Ioomis, Fresident 
Association of American Railroads 

Wo T. Rice, President 
Atlantic Coast !:i n.e Railroad 

Clark Hungerford 
Frisco Railroad 

lva~'lle A. Johnston, President 
Illinois Central 

Alfred E. Perlman, ftesident 
New York Central 

Howard E. Simpson, !resident 
Baltimore & Ohio 

William Faricy 
Chairman of the Board, ... UR 

J. M. Sj'llleS 

Pennsylvania Ra.i.lroad 

Fred G. Gurley, Chair.D.'8n and 
Chief Executive Officer 

Atchinson, Topeka & Santa Fe 

Governor Adams 

Ge.briel Hauge 

Gordon Gray 

Rayincnd J. Saulnier 

Louis s. Rothschild 

Fred 1'Tash 

Governor Adams opemd the meeting, saying that it would 
·be possible for this group to see the Fresident at a later date 
but that it bad been decided to hold t..liis meeting at the originally 
appointed time in order that those of t..h.e government who were 
present might learn and be able to consider what it was the 

_railroads wished the government to do. }fr. Faricy indicated 
umi~ Mr. Syniea wor1Jd be spokesman for the groupo 
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J\iro Sy1oes opened his presentation by saying that in the 
years between 1929 and 1955 (latest available figures) there had 
been an increase or 108% in total u. s. ton..t1.age output against an 
increase of 11.3% in ton miles of transportation. The total u. s. 
sale of products increased 323 % against an increase of 142% in
crease in transportation sales, and that these i.~creased sales 
bad resulted in a net increased profit contribution of 178% for 
the total nation against a loss of 42% jn transportation net in
come. 

·He blamed this poor showjng on the part of transportation 
on government subsidies. He further stated that the ra.jJroads 
could provide transportation at the lowest true cost of any mode 
of transportation with the possible exception of the pipelines. 
As an _ e:vimple, accordjng to 11r. Symes, if the Pennsylvania Railroad 
carries 10% less ton miles in 1958 that it did in 1957, c.ontinues 
to neglect its maintenance and pa3ra the labor increases, its anti
cipated losses wj 1.1 be somewhere between $5-10 mil J ·j on. 

Ife bla1ned the following areas in which the government 
ope1--a tea for the plight of the railroads. 

(1) Th» e&cise :ta. '2A 3% on freight char@n, M4 W 
OJJ passep,ger fN:§s. The 3% on freight charge is 
said to cause nany firms to go into private 

• carriage. 

(2) D§prec;I.r.tinn reserve regu.irements. Iegislation to 
refund over a period of .years taxes which have been 
collected because of a change i.ti depreciation reserve 
accounting instituted in 1942 and with Treasury con
currence was introduced in the last session and will 
be re-introduced. 

(3) lT§.ir charges.. The railroads are pleased that the 
government is recommending user chargea for the 
airw-~s and is studying them for waterways. 

(4) ICC rate case,p. Frequent i.t:1stances were quoted 
where the Depsrt 1nents of Agriculture and Defense 
appeared before the Interstate Commerce Commission 
in opposition to railroad requested rate increases. 

(5) Qpvernmont ;trattt£. The De plrt.ment of the Army 
should not, providjng services and cli..arges are 
equal, divide traffic between rajJroada and trucks 
on a 50-50 basis but should award railroads about 
'l(Jf, since this represents the actual carryinga on 
these "two modes of transportation. 
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( 6) Railroads should b..a. ve t..tie right to engage in all modes 
of transportation eitl1er by ownership or other means. 

(7) Railroads should have the right to establish rates at 
or above cost without consideration by ICC of the 
effect of these rates on other modes of transportation. 

(8) Postal rates are non-compensatory and should be raised. 

(9) The Agriculture exemption clause needs new def'j.nition 
by legislation. 

(10) ''Private car1·ierr 1 needs 11..ew definition by legislation. 

(ll) The railroads are asld.ng the gove1~nme11t as a wl1ole to 
support all legislation favorable to the railroads 
and to oppose any legislation which 1-rould a p:pear ·to 
be unfavorable to them. 

Mr. Sy1nes predicted that :t'ailure to obtain !:elier in most 
these cases 1.J"ould nead many o:t· the ra .; lroads into bank-

The 1·01lo'Wing questions were asked and answered: 

G.&,;vern.or /\~ams: Are the dif'f'iculties as set out by 1·1r-. s·ymes somwhat 
regional in character? 

1-fl::, a1:1.;rJ.,ey,: 
between the 
another. 

No. There is no s1gn.ificant difference 
railroads in one part of the country or 

}t,, lprJJ!llq: Yes. Using the New York Central as an e:xam.ple, 
there is a very substantial difference on this one railroad 
between the degree of dj.fficul ty · in the East where passenger 
traffic -is high as . opposed to the rest of the sj-stem. 

,Mr, :g,,mgerfp..d,: I\Jo, because all railroads are inter-dependent 
on one anothero 

rt.a SJ¾U.1.ni§I.: Ra~lroad carloadi ngs which 1-mre formerly an excellent 
economic barometer are now down so much more than the tmole economy. 
Why is this? 

1-ta.~: The r .ajJroads' prin~ipal traffic is in heavy 
commodities because they liave lost ~o rau.ch of their consumer goods 
traffic to other types of caITiers. Heavy industry is showing a 
substantial decline while consumer goods show little -therefore, 
the difference in carload.in .gs. 
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1:t, SaµJnier: Is the present condition of the railroads as 
described ini'luencing the avajJabiJity of capital to them? 

. 

Mt:, Sy;nws: Capital is available froln only three 
sou.rces····earnings., depreciation and borrow-i_ngs. 
Borrowings are a.nd proba .bly will continue to be 
cor..fL.~ed to equipment trusts or conditional sale 
arrangements wli.ich cotnbined are now providj,ng only 
about $300.nrlJJion annually. 

kt, Gra;x: Is there a present barrier to railroads instituting 
competitive rates? 

1':i:, SVIQeJ\t: Yes, because of IQC .:procedures. 

Hr, RothsphjJd: Isn•t it so, though, that in spite of these 
procedures there is a great open area in which it is possible 
to establi .sh competitive rates. 

Mu ak2:{lil@,s.: Yes. 

1~1r, Gr§iy: There lias been 110 mention il1 this meeting in spite 
of prominence on this subject in the news about mergers and 
consolidations. Is there any reason for this? 

It, Symes: 
long-range 
problemao 

~l!rgers and consolidations are at best 
solutions but would not solve today's 

Mr, w;r;y: Do the proposals which the railroads have .rnad.e here 
today rea~~ get to the heart of th:I ngs? Would they in total, 
i£ achieved, preserve railroad transportatio .n in thj s country? 

kt, Sy1qe{3,: Yes, if user charges are extended to 
competing modes of transportation and if' the rail
roads are P3rmitted to eng-age in other modes of 
transport. 

ft: Qra;x: Is feather bedding a problem? 

J:t, Symes: Yes, and one of such long standj_ng that 
it is not easy of solution. 

Mr,, Ifauge: 1'.'hat are the fundamental problems outside the sphere 
of governmento 
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l•r. Symes ans\Jrered tl:1is by re pea ting some of the 
thi.'lgs he thought government could do. 

Governor Adams closed the meeting shortly after 
3:00 p.m. by saying that the President had a substantial 
interest in these problems and by repeating his statement 
t..hat the President would see this group at a later date. 
He also indicated to the rajJroad representatives that all 
or vha t bad been said and t..lie documents left v101.1J d be studied 
by those present, and it was hoped that this study would be 
productive. Consideration would be given to calling the rail
roads again when th1s has been accomplished. 

Tmmediately following adjournment of the meeting with 
the railroad representatives, Governor Adams indicated to the 
rest present that it vas time to reconvene the ataff members 
or the group that pr-epa.red the Cabinet Com-:nittee Report on 
Transportation in 1955, and tbat the De,t:artment of Commerce 
should assume the leadership for so doingo 
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THE UNDER SECRETARY OF COMMERCE 
FOR TRANSPORTATION 

WASHINGTON 25 

December 10, 1957 

~.~M~~ 

To: Messrs. Gordon Gray 
Gabriel Hauge 
R~ymond Jo Saulnier 
Frederick Co Nash 

From: Louis So Rothschild 
Under Secretary for Transpor~ation 

Following suggestions made by Governor Adams 
at our meeting ~n Monday, December 5, Secretary Weeks I 
believe expects to call a meeting during the week of 
December !·3th. 

A list of questions which might be among 
those considered is attached. You will perhaps have 
additional ones, or may wish to suggest some deletions • 

CC: Governor Adams 
The White House 
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lo Is the reported railroad situation new? 

2o Are the dire predictions imminent or some years away? 

3. Are there also problems confronting modes of transport other than 
railroading? 

4. What is their time factor? 

5. Are substantially all compani es operating in a particular transport 
mode showing similar weaknesses? 

6. If not, are c.ompanies classifiable by size, geography, management, 
or other means? 

7. What recent governmental actions have served to intensify problems? 

8. What recent governmental actions have served to alleviate problems? 

9. What recent management actions have served to intensify problems? 

10. What recent management actions have served to alleviate problems? 

llo Has management initi .ative been less than desirably vital .and if so, 
in what areas? 

120 Has transport la .bor been fully apprised of the possible consequences 
of predicted events? 

13. Is there a perceivable ;inclination on the part of transport labor to 
be as cooperative as necessity . would seem to demand? 

140 What efforts are contemplated . at the levels of state a.nd local 
government t .o remedy onerous situations? 

15. Assuming a continuation of trends favoring by shipper choice certain 
modes of transport over others, is there a minimum plant requirement 
mode by mode to guar·antee _ defen .se needs? 

16. Under the same assumption, do -U. s. Broad economic policies make it 
desirable to maintain irreducible levels of transport capability? 
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