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The Problem of the Rallways

Secretary McAdoo on
Government Control

By WILLIAM GIBBS M'ADOO,
Secratary of the Treasury and Director-
General of Railroads.
(Prepared especially for THE SUNpay S0X,)
O N December 26, 1917, the Presi-

dent, acting under authority
eonferred upon him by the Congress
in the act of August 29, 1916, took
over the control of “cach and every
system of transportation and the ap-
purtenances thereof located wholly or
in part within the boundaries of the
continental United States and eon-
sisting of railroads, and owned or eon-
trolled systems of coastwise and inland
transportation engaged in general
transportation, whether operated by
stean or by eleetric power, including
also terminals, terminal companies
and terminal associations, sleeping
and parlor cars, private cars and pri-
vate car lines, elevators, warchonses,
telegraph and telephone lines and all
other equipment and appurtenances
commoni¥ used npon or operated as a
part of such rail or eombined rail and
water systems of transportation to
the end that such systems of trans-
poriation be utilized for the transfer
an« transportation of troops, war ma-
terial and equipment, to the exclusion
so far as may be necessary of all other
traflic thereon; and that so far as
such exclusive use be not necessary or
desirable, sueh systems of transporta-
tion be operated and utilized in the
performanee of such other serviees as
the national interest may vequire and
of the usual and ordinary business
and duties of common carriers.”’

The Administration was confront-
ed with the necessity of taking an ex-
traordinary step to solve an extraor-
dinary f(ransportation problem. |
think it was obvious that Federal con-
trol would have to be asserted over
the transportation systems in order to
get a more efficient operation and fo
get inereased facilities for the de-
mands of the war, primarily the military necessity.
1 think that under the competitive system of man
sgemeut it was impossible to get the coordination
of favilities which is essential at this time.

1 may cite some of the compelling nfeds which
could ouly be et by putting the power of the Gov-
ernment back of railway operation.

The absolute eoordination and, as far as neeces-
sary, common use of all railroads and their rolling
stock, regardless of any private interests; the en-
tire disregard of established routes for the move-
meut of traffic when other routes would insure
more or quicker serviee ; the necessity for economy
in the use of labor and material so as to do all that
might be necessary for transportation with the
least drain on the country’s other demands for
labor and material ; the need for insuring the sup-
ply of capital necessary, notwithstanding the im-
‘paired credit of many railroads; the eoordination
of the Government demands for priority in ship-
ment, impossible under private railroad manage-
ment ; the absolute necessity for assuring railroad
Iabw that its just demands would be met without
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neeessity for strikes or threats of strikes. All these
things and others, which I shall not attempt to
enumerate, made it imperative that the Govern-
ment should without delay awume possession and
control of the railroads as a war measure.

It did this and thereby brought into existence
full governmental power to readjust methods of
railroad operations and the currents of railroad
traffic absolutely regardless of the interests of any
particular railroad company or of any private or
selfish interest. '

I'nder the unified control it is possible to make
common usc of all tracks and facilities and equip-
ment. I may illustrate it at once by saying that
when [ took charge of the railroads I found on the
Eastern lines a terrible congestion of traffic which
hasx_not vet been relieved, and that was due not
only to the faet that they had insufficient facilities
of all kinds—that is, on the most congested systems
—but they had an insufficient amount of motive
power.

The railroad equipment of the country, the cars
of the country, might be sufficient for immediate
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needs if we could only get the use of
them, but as long as a large percent-

| age of them are used for warehouse
purposes and kept standing-in ter-
minals idle the ear equipmeng of the
country is not safficient for the need.
Let us take the question of motive
power alone. Upon an mvut.:gnuon

I found that the railroad companies

throughout the country had placed

orders with locomotive builders for
locomotives to be delivered in Janu-
ary, February and March. The ag-
gregate of those ordérs, I think, is,
roughly speaking, 700 locomotives.
Under private management those
locomotives as delivered by the build-
ers would have been sent to the differ-
ent railroads throughout the country
which had ordered them. 1 issued an
order immediately upon discovering
the sitnation thit all of those locomo-
tives, no matter for what eompany's
aceount they were constructed, should
be delivered to the order of the Diree-
tor-General and be sent as rapidly as
delivered to those railroads which
were most in need of motive power.
That would not have been possible
under private management, because
they probably could not have agreed
among themselves to any such step.

Now we can distribute those locomo-

tives where they are most needed as

rapidly as they come out of the shops.
This extraordinary @tep being
necessary, it was essential that it
should be taken in a manner calecu-
lated to help rather than to hurt &
- financial situation of fundamental im-
portance. Such action was caleulated
to eause .the gravest disturbanee to
the whole financial structure of this
country unless unquestioned assur-
ance eould be given by the Govern-
ment of an adequate proteetion to the
holders of railroad securities, repre-
senting something like $16,000,000,-

000 in bonds and stocks.

Even in time of peace the public interest would
have made it highly important to avoid any such
finaneial disturbanee, but in the present war, wheft
sucecss cannot be achieved without the raising of
unprecedented amounts of capital, it would have
been unthinkable and self-destruttive for the Gov-
ernment in taking over the railroads to do so in
such a way as to disturb rather than reassure the
general financial sitnation.

The Government had to take the step to promote
the sueeessful eonduet of the war, and it world
have been, in my judgment, most unfortunate if
the step had been taken in such a way as to make
the winning of the war more diffieult. After a care-
ful study of the situation I have reached the con-
clusion that the three-year basis, as proposed in the
bill now before Congress, would not only be rea-
sonable and just, but that it would give the neces-
sary stability to the general financial situation and
that it would carry with it the financial reassur-
ance which was necessary in order to help instead
of hurt the great finaneial undertakings which
(Continued om following pege.)




