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E. D. BiTens to be postmaster at Farmersville, Tex., in place 
of Edward W. Morten, deceased. 

Henry Bradford to be postmaster at Chillicothe. Tex., 1n 
place of John W. Hedley. Incumbent's commission expired 
April 2,, 1912. 

I\1. G. Brooks to be postmaster :i.t Wortham, Tex., in place 
of George C. Ross, resigned. 

McDougal Bybee to be _postmaster ·a.t Childress, Te~ in place 
of p. K Weddington, l'eIIlOT'ed. 

W. B. Carson to be postmaster at Pilot Point, Tex.., in place 
of W. B. Carson. In~umbent's commission expired .May 22, 
1912. . 

James I. CaTter to be postmaster at Arlingten, Tex., in place 
of James I. Carter. Incuml>ent's commission expired February 
19, 1912. 

Luther Cline to be po tmaster at Emory, Tex. Office became 
presidential January 1, 1912. 

Hugh B. Eades to be postmaster at Blossom, Tex., in place of 
Newton H. Eades, deceased. 

John F. Fmlow to be postmaster at AlT'ord, Tex., in place of 
Henry L. Sands, deceased. 

Howell D. Greene to be postmaster at Sanger, Tex .. in place 
of Howell D. Greene. Incumbent's commission -expired April 2, 
1912. 

Fred P. Ingerson to be post.master at Barstow, Tex., in place 
of Fred .P. Ingerson. Incumbent's commission expired April 28, 
1912. 

Thomas Randall Keck to be postmaster at Cotulla, Tex:., in 
place of Caroline Cotulla, deceased. 

Ralph H. Kelly to be postmaster at Stanton, Tex., in place 
of William B. Montgomery, resigned. 

D. H. Kennett to be postmaster at Mercedes, 
of Henry A. Appel, remoT'ed. 

Tex., in place 

Henry Krabbenschmidt to be postmaster at Grand Prah·ie, 
Tex:. Office became presidential January 1, 1912. 

Cyrus L. McCullough to be postmaster at Iowa Park, Tex., in 
place of William L. Yangei', deceased. 

William H. Mallory to be postmaster at Port Lav:aca, Tex., in 
place of Charles Rubert. Incumbent's commission expired De­
cember 16, 1911. · 

Frank J. Meason to be postmaster at Crowell, Tex., in place 
of Jacob A. Wright, removed. 

John W. Miller to be postmaster at Dilley, Tex. Office became 
presidential October 1, 1912. 

Albert J. Neece to be postmaster at Pecan Gap, Tex. Office 
became presidential October 1, 1912. 

William J. Porter to be postmaster at Mesquite, Tex., in ·place 
of Americus C. Nafns, removed. 

Charles W. Showaker to be postmaster at Aransas Pass, Tex. 
Office became presidential April 1, 1910. 

R. B. Slight to be postmaster at .Alpine, Tex., in place of Louis 
;w. Durrell. Incumbent's commissien expired .April 28, 1912. 

B. F. Warnock to be •postmaster at Dalhart, Tex., in place of 
1Wesley J. Clarke, resigned. 

Ross Willia.ms to be postmaster at .Jasper, Tex. Office became 
presidential Janua.ry 1, 1911. 

George Wohleb, jr., to be postmaster at Ilogers, Tex., in 
place of Frank L~hy. Incumbent's commission expired April 
2, 1912. 

Tillman F. Wolfe to be postmaster at Cross Plains, Tex. 
Office became presidential JuJy 1, 1912. 

VERMONT. 

Nelson S. Wood to be postmaster at Fair Ha·ren, Vt, in place 
of Charles E. Little, removed. 

l"IRGINIA.. 

Cecil R. Crabill to be postmaster at New Market, Va., in place 
of Charles W. Wickes. Incumbent's commission expired l\Iay 
13, 1912. 

Roy T. Hart to be postmaster at :Buena Vista, Va., in place of 
James M. Updike. Incumbent's commission expired April 21, 
1912. 

Alfred Hayes to be postmaster at Virgilina, Va., in place of 
1William D. Amis. Iucurul>ent'-s commission expired l\lay 23, . 
1912. 

J. Minor Haynes to be postmaster at Cambria, Va., in place of 
Archie W. Moses. Incumbent's commission expired M3y 20, 
1912. 

D. H. Lewis to be postmaster at Chincoteague Island, Va., In 
place of John W. Field, deceased. 

Edward A. Lindsey to be postmaster at Berryville, Va., in 
place of John R. Elder. Incumbent's commission expired April 
6, 1912. 

Albert L. Taylor to be postmaster at Parksley, V.a. Office ' 
became presidential October 1, 1911. 

L. Bruce Wolfe to be postm.aster .at l\1ount Jackson, · Va., in 
place of Albert .A. Evans, deceased. 

WASHINGTO~. 

Charles E. Leonard to be postmaster at Winlock, Wash., in 
place of John L. Gruber, resigned. 

WEST VIRfilNIA. 

Albert Snedeker to be postmaster at Wellsburg, W. Va., in 
place of William R. 1\liller. Incumbent's commission expired 
February 4, 1912. 

WISCONSL.~. 

Fred A. Brandt to be postmaster at ~pa.rta, Wis., in place of 
Fred A. Brandt. Incumbent's commission expires December 14, 
1912. 

Isa Faulds to be postmaster at Arcadia, Wis., in place of Isa 
Faulds. lncwnbent's eommissicm expires December 14, Hl12. 

W. A . .Janes to be postmaster at Oconomowoc, Wis., in place 
of John G. Gortb, remITTed. 

Fred W. Kubasta to be postmaster at Merrill, Wis., in pface 
of Christian N. J"olmso-n. Incumbent's commi sion expired 
June 1, 1910. 

George W. Leberman to be JlOStmaster at Sheboygan, Wis., in 
place of Edward B . .1\lattoo.n, deceased. 

Judson r., . .Marvin to be postmaster at .Mauston, Wis .• in place 
of Judson L. l\Iarvin. Incumbent's commission expires Decem-
ber 14, 1912. · 

Margaret J. Perry to be postmaster at Marion, Wis., in place 
of Stephen L. Perry, deceased. 

WYOMING. 

Elizabeth W. Kieffer to be postmaster at Fort Russell, Wyo., 
in place of John F. ·Crowley, resigned. 

HOUSE OF REPRESENT.A.TDTES. 
TUESDAY, December 3, 1912. 

The House met at 12 o'clock noon. 
The Chaplain, Ilev. Henry N. Couden, D. D., offered the fol­

lowing prayer : 
Be graciously near to us, 0 God, our Father, a-s we thus try 

to draw near to Thee in spirit and in truth. Help ns -to seek 
first Thy kingdom and Thy righteousness, that all things .may be 
added unto us. We ai·e weak, Thou art mighty ; impart unto 
us strength. Our knowledge is limited, Thou knowest all 
things; impart unto us wisdom that we may direct our knowl­
edge aright. We are selfish, Thon art gracious and kind; make 
us magnanimous in all our relationships, that Thy kingdom may 
come in our hearts through Jesus Christ our Lord. .A.men. 

The Journal of the proceedings -0f yesterday was read and 
approT'ed. 

REPORT OF COMMITTEE TO NOTIFY THE Pfil:SIDEl'iT. 

Messrs. UNDERWOOD, J01INSON of Kentucky, and MANN, the 
committee appointed to wait on the President and inform him 
that a quorum of the House was -present, appeared at the bar 
of the House. 

Mr. U~"'DERWOOD. Mr. Speaker, I desire to report that the 
committee appointed by the House on yesterday to wait on the 
President of the United States, in company with a similar com­
mittee on the pa.rt of the ·senate, ha-ve performed that function 
and the President directs us to say that he will communicate 
with the House in writing. 

LEAVE OF .ABSL..~CE. 

By unanimous consent, leaT'e of absence was granted as 
follows: 

To Mr. S.Hnn;:r, W. SMITH, for .four days, on account of impor­
tant business. 

To Mr. BELL of Georgia, for 10 days, on account of sickness. 
To Mr. ADAMSON, indefinitely, on account of serious illness in 

his family. 
To Mr. ~1A.RTIN of Colorado, indefinitely, on account of sick­

ness. 
To Mr. TAYLOR of Colorado, indefinitely, on account of the 

illne s of his wife. 
To Mr. HOWARD, indefinitely, on account of sickness in his 

family. 
PROPOSED SIXTEENTH AMEND:llr:l\"T TO THE CO:'.iSTITUTIO~. 

The SPEAKER laid before the House the following com­
munications, which were read: 

STATE OF Omo, ExECUTIVE DEPARTMEXT, 
Col-t[,11~"&us, November 7, 1912. • 

To the honorable SPEAKER OF THE HOUSE OF REP:RESE::.TATIVES. 
-Oare alerl~ of House of Representatives, Washingtun, D. 0. 

Srn: By direction of the governor, tu accord with the instruction o! 
the senate joint resolutit>n of the Ohio Legislature adopted January 13, 
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1911. I am herewith inclosing a copy of senate joint resolution No. 6, · 
by Mr. Yount, ratifying the proposed sixteenth amendment to the Con­
stitution of the United States. 

Acknowledgment is respectfully requested. 
Yery truly, yours, GEO. S. LOXG, 

Secretary to the Governor. 
Seventy-ninth general assembly, regular session. Mr. Yount. 

Senate joint resolution 6. 
Whereas both Houses of the Sixty-first Congress of the United States of 

America at its first session by a constitutional majority of two-thirds 
thereof made the following proposition to amend the Constitution of 
the United States of America in the following words, to wit: 

"A joint resolution proposing an amendment to the Constitution of the 
United States. 

"Resolt:ed by the Senate and House of Rcpresentatii·es of the United 
States of America fo· Congress assembled (two-thirds of each House 
concurring tlierei11). That the following article is proposed as an amend­
ment to the Constitution ·of the United States which, when ratified by 
the legislatures of . three-fourths of the several States, shall be valid to 
all intents and purposes as a part of the Constitution, namely: 

"'ART. XVI. The Congress shall have power to lay and collect taxes 
on incomes from whatever source derived without apportionment among 
the several States and without regard to any census or enumeration.' " 

Therefore be it 
Resoh"ed by the Seaate and Hottse of Rep1·esentati'l:es of the State of 

Ohio That the said proposed amendment to the Constitution of the 
Unit~d States of America be, and the same is herel1y, ratified by the 
General Assembly of the State of Ohio; and further be it 

Resoh:ed That the certified copies of this joint resolution be for­
warded by 'the governor of this State to the Secretary of State at Wash­
ington and to the Presiding Officers of each House of the National 
Con°-ress. 

I "'w. V. Goshorn, clerk of Ohio Senate, certify the above and fore­
""Oi~g is a trne and correct copy of original resolution passed by General 
Assembly of Ohio as...shown from the records of both houses. 

Hon. CHA~IP CLARK. 

W. V. GOSHOR~, 
Olet·k of 011io Sena.te. 

STATE OF LoUISIA~A, 
DEPART:\IENT OF STATE, 

Baton Rottge, La., October 1!6, 1912. 

Sveaker of the House of R epresentatii:es, 
Washington, D. 0. 

DEAR SIR: I am directed by His Excellency Luther E. Hall, govern'1r 
of Louisiana. in compliance with act 47 of the General Assembly of the 
Sh.1te of Louisiana for the year 1912, to transmit to you a certified copy 
of said act No. 47 of 1912. I have the honor to be, 

Yours, >ery obediently, 
ALT'I~ E. HEBERT, 

Secretary of Sta.te. 
STATE OF LOUISIAXA: 

I the undet·signed secretary of state of the State of Louisiana, do 
he1·eby certify that the annexed and following one page contains a 
true and cort·ect transcript of act No. 47 of the session. acts of the 
General Assembly of the State of Louisiana for the year 19li, approved 
July 1, 1912, as is shown by comparing the same with the oi·iginal act 
on file and of record in this office. 

Given under my signature, authenticated with the impress of my 
seal of office, at the city of Baton Rouge, this 26th day of October, 
A. D. 1912. 

[SEAL.] 

Act. No. 47. 

ALYIN E. HEBERT. 
Secretai·y of State. 

House concurrent resolution 8. By Mr. Johnson. Ratifying the six­
teenth amendment to the Constitution of the United States. 

Whereas the Congress of the United States, on the - day of July, 190;), 
adopted a joint resolution proposing an amendment to the Constit;J­
tion of the United States, as follows : 
"Resolved by the Senate and House of Represet1tatives of the United 

States of America iri Oongt·ess assembled (tioo-thirds of each House con­
c111'ri11g. therein), That the following article is proposed as an amend­
ment to the Constitution of the United States, which, when ratified by 
the legislatures of three-fourths of the several States, shall be valid to 
all intents and purposes as a part of the Constitution : 

"'ART. XVI. The Congress shall have power to lay and collect taxes on 
incomes from whatever source derived, without apportionment among 
the several States, and without regard to any census or enumeration.' " 

And the foregoing amendment having been laid before the GenerA.l 
Assembly of the State of Louisiana for consideration and action: Now 
therefore be it 

Resolved by the Gene1·ai Assembl11 of the State of Louisiana, That the 
foregoing amendment to the Constitution of the United States be, and 
the same is hereby, ratified, to all intents and purposes, as a part of the 
Constitution of the United States. 

(2) That the governor of the State of Louisiana is hereby requested 
to forward to the President of the United States and to the Secretary 
of State of the United States an authentic copy of the foregoing joint 
resolution. 

L. E. THOMAS, 
Speaker of tlle House of Rep,.esentatives. 

THOMAS C. BARRET, 
Lieutenant Got:erno,. and P1·esident of ·the Senate • 

.Approved, July 1, 1912. 

A true copy. 

L. E. HALL, 
Governot• of the State of Louisiana. 

ALVI~ E. HEBERT, 
Secretary of State. 

ORDER OF BUSINESS. ,, 

The SPEAKER. The Ohair desires to make an announce­
ment about the order of business for to-day. As soon as the 
gentleman from Missouri [Mr. LLoYD] presents some little 

, matters, and the President's message is read, the Chair intends 
to recognize the gentleman from Tennessee [l\Ir. SIMS] to call 
up a bill made privileged by a special .order of the House in 
regard to the physical ·rnluation of railroads. 

CLERKS, ETC., TO EXPENDJTURES COMMITTEES. 

:Mr. LLOYD. 1\fr. Speaker, I ask for the present considera­
tion of the following pri'rileged resolution, which I send to the 
Clerk's desk. · 

The SPEAKER. The Clerk will report the resolution. 
The Clerk read as follows: 

House resolutioe 727 (H. Rept. 1259). 
Resolved, That there shall be paid out of the contingent fund of the 

House, for services of a clerk to each of the following-named com­
mittees, compensation at the rate of $125 per month during the third 
session of the Sixty-second Congress, to wit: 

Committee on Expenditures in the State Department; 
Committee on Expenditures in the Treasury Department ; 
Committee on Expenditures in the War Department; 
Committee on Expenditures 'in the Navy Department ; 
Committee on Expenditures in the Post Office Department: 
Committee on Expenditures on Public Buildings; 
Committee on Expenditures in the Interior Department; 
Committee on Expenditures in the Department of Agriculture ; 
Committee on Expenditures in the Department of Commerce an cl 

Labor; and ' 
Committee on Expen<litures in the Department of Justice. 
And there shall also be paid out of the contingent fund of the House 

compensation at the rate of $60 per month each, during the third ses­
sion of the Sixty-second Congress, for the serYices of two messengers, 
to be appointed by the Doorkeeper, who shall perform messenger­
janitor duty in the rooms or said committees on expenditures in the 
several departments. 

Mr. LLOYD. l\Ir. Speaker, this resolution provides for the 
several clerks who were assigned to these se\eral expenditure 
committees in the extra session and also in the regular session. 
It provides for no additional help beyond that which we had in 
those sessions. 

The SPEAKER. The question is on agreeing to the resolu­
tion. 

The question was taken, and the resolution was agreed to. 

SESSION CLERKS ·ro COMMITTEES. 

1\Ir. LLOYD. Mr. Speaker, I ask unanimous consent for the 
present consideration of the following re olution, which I send 
to the Clerk's desk. 

The SPEAKER. The Clerk will report the resolution. 
The Clerk read as follows : 

House resolution 726 (H. Rept. 12S8). 
Resolved, That clerks to committees of the Ilouse during the session 

provided for by the le~islative, executive;, and judicial appropriation act 
for the fiscal year enaing June 30, 1913, be, and they are hereby, as­
signed for the present session or Congress to the following committees, 
to wit: 

Committee on Education. 
ComIIJittee on J\Iin·es and Mining. 
Committee on Railways and Canals. 
Committee on Reform in the Civil Service. 
Committee on Alcoholic Liquor Traffic. 
Committee on Election of President, Yice President, and Representa-

tives in Congress. 
Committee on Disposition of Useless Executi\e Papers. 
Committee on Enrolled Bills. 
Committee on Invalid Pensions (assistant clerk). 

The SPEA.KER. Is there objection? 
Mr. 1\IA1'TN. Mr. Speaker, reserving the right to object, ;r 

would like to ask the gentleman from )Jissouri [Mr. LLOYD] 
whether this is identical with the resolution passed heretofore"? 

l\Ir. LLOYD. It is identical with the resolution passed at the 
last session. 

The SPEAKER. Is there objection? 
There was no objection. 
·The res~lution was agreed to. 

MESSENGER FOR POST:llASTER OF HOUSE. 

1\Ir. LLOYD. Mr. Speaker, I ask unanimous consent for the 
present consideration of the following pri1ileged resolution from 
the Committee on Accounts. 

The SPEAKER. The Clerk will report the resolution. 
The Clerk read as follows : 

House resolution 717 (H. Rept. 12iJ6). 
Resol·ve<l, That the Postmaster of the House be, and he is hereby, 

authorized to appoint a messenger who shall be paid out of the con­
tingent fund of the House at the rate of $100 per month during the 
third session of the Sixty-second Congress. 

~Ir. LLOYD. 1\!r. Speaker, this messenger has been hereto~ 
fore provided, but not provided under the legislative bill, and 
he has been paid from time to time out of the contingent fund. 
It does not add anything to the pay roll beyond that which we 
had in the last session. 

The SPEAKER. Is there obj.ection? 
There was no objection. 
The resolution was agreed tq. 

MESSENGER FOR COMMITTEE ON DISPOSITIO~ OF USELESS PAPERS. 

1\fr. LLOYD. Mr. Speaker, I ask unanimous consent for the 
present consideration of the following priYileged resolution · 
from the Committee on Accounts. 

The SPEAKER. The Clerk will report the resolution. 
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The Clerk read as follows : 
House resolution 721 (H. Rept. 1257f. 

Resol-i;ed, That tbe cha.irrnan of tbe Joint -Select Committee on pis­
position of Useless Executive Papers be, and he is hereby, a.uthor1zed 
to appoint a me senger to said committee, who shall be paid out of 
the contingent fund of the House at the rate of $60 per month for 
this session . 

.Mr. MANN. Is that the same pro1ision which ·was made 
nefore? 

Mr. LLOYD. This is the same provision that was made at 
the last se slon. This clerk was pro1ided for then 

The SPEAKER. The questiou is on agreeing to the reso-
lution. . 

The question was taken, and the resolution was agreed to. 
MESSENGER TO OFFICIAL 'REPORT.tRS OF DEBATES. 

Ur. LLOYD. · hlr. Speaker, I ask for the present considera­
tion of the following pri1ileged resolution from the Committee 
on Accounts. 

The SPEAKER. The Clerk will report it. 
The Clerk read as follows : 

Honse resolution 728. 
Rcsol i;ed. That the official reporters of debate~ be, a?-d they are 

hereby, autborfaed to .appoint a messenger, who shall be prud out. of the 
"Contingent fund of the House at the rate of $GO per month durmg the 
third session of the Sixty-second Congress. 
· Report (No. 1261) to accompany House resolution 728. 

The Committee on Accounts bas had utider cons1dcra!ion the accom­
panyin"' resolution providing a messenger for the -Official reporters of 
debate; The same provision us .made at last session is herein asked, 
and believing it a nece sary provision and the resolution a proper one 
its adoption is recommended. 

Ir. LLOYD. l\Ir. Speaker, this officer was provided in the 
last Congress and paid out of the contingent fund. ';l'he resolu­
tion adds nothing to the expense bey0.11d that autllorized by the 
fast session of Congress. 

· The SPEAKER. The question is on agreeing to the reso-
lution. 

The question was taken, and the resolution was agreed to. 
ADDITIO~AL ASSISTANT CLERK, COMMITTEE ON "THE JUDielARY. 

l\fr. LLOYD. Mr. Speaker, I ask for the present consideration 
of the following privileged resolution frorri the Committee on 
Accounts. 

The SPE..~.KER. The Clerk will report it. 
The Clerk read as follows: 

House resolution 722. 
Resolved That the Committee on the .Judiciary is he1·eby nnthorized 

to employ an additional assistnnt clerk at the salary of $6 per day. 
With an amendment set forth in the report, as follows : 

Report (No. 1260) to accompany House resolution 722. 
The Committee ·on Accounts, to whom was referred House resolution 

No. 722, have had the same under consideration and recommend the 
following amendment: . . 

After the word " day " in line 3, insert " durmg the tl:nl'd session of 
the Si~-second Congress, to be paid out of the contingent fund of the 

H~J~!· additional assistant clerk herein ~ro~ided for was foun~ to pc 
necessary during the last session!. and believlll:g that the necessity still 
exists. the committee recommenos the adoption of the resolution as 
.amended. -
- Mr. LLOYD. :Mr. Speaker, dul'ing the last session of congress 

there was an extra cl~rk provided for the Committee on the 
Judiciary, and this is to pronde for rui :additional ~lei·k to the 
Committee on the Judiciary during the present sesswn of Con­
gress. 

The SPEAKER. The question is on agreeing to the amend-
ment. 

The amendment ·was agreed to. 
The SPEAKER. The question is on agreeing to the resolu-

tion as amended. 
The qri~stion was taken, and the resolution as amended was 

agreed to. 
MESSAGES FROM THE PRESIDENT OF THE UNITED STATES. 

Sundry messages, in writing, fr-0m the President of the .United 
States were communicated to the House of Representatives by 
l\Ir. Latta, one of his secretaries. 

REPORT OF THE COMMISSION -OF FINE ARTS. 

. The SPEAKER laid before the House the following message 
from the President of the United States, which waS' read and, 
with the accompanying d-0cuments, referred to the Committee 
on tlle Library and ordered to be printed : 
To the Senate and House of Representatii:es : 

I transmit herewith for the information of the Congress the 
report of the Commission of Fine Arts for the fiscnl year ended 
June 30, 1912. 

WM. H. TAF.T. 
THE WrrITE lIOt;SE, December 3,.1912. . 

INTERNATIQNAL WATERWAYS COMM!SSION" (S. DOC. NO. 959). 

The ·SPEAKER also laid before the House the following mes­
sage frem the President of the United States, which was read 
and, with the accompanying documents, referred to the Com­
mittee on Rivers and Harbors and ordered to be printed: 
To the Senate and House of Representatives: 

The act making appropriations for sundry civil expenses of 
the Government approved August 24, 1912, provided for the 
International Waterways Commission in the following terms, 
viz: 

For continuing untn Decembei- 31, 1912, the work of investigation 
and report by the International W:tterwnys Commission, authorized by 
section 4 of the i·iver and harbor act approved June 13, 1902, $10,000: 
Pr ovided, That report as to the progres of the work be mu.de by 
the American commissioners to Congress at the beginning of the next 
session. 

The American commissioners ha\e rendered a full report of all 
their acts up to this time, which I herewith transmit. It ap­
pears from this report that the commission still has two pieces 
of work to complete before it can properly go out of existence. 

One is its final report upon a dam at the outlet of Lake Erie, 
a difficult and important question, upon which it has expended 
a vast amount of labor. It should be allowed to finish this 
work to clear the ground for its successor, the International 
Joint Commission, which will consider ul1 future questions of 
this nature. I am informed that the rep<>rt has been delayed, 
and may be further delayed, by the illness nnd absence in 
Europe of one of the Canadian engineers, but that it can prob­
ably be completed within a few months-certainly before the 
completion of the other piece of unfinished work. 

The other is to ascertain and reestablish, to mnrk upon the 
ground, and to delineate upon modern charts the locn.tion of a 
po:rtion of the international boundary between the United States 
and Canada, which work was specifically assigned to the Inter­
national Waterways Commission by article 4 of the treaty be­
tween the United States and Great Britain dated April 11, 
1908. This work, the commission states, can not be completed 
by December 31, 1912, but will require from a year to 15 months' 
more time beyond that date. 

The work of the commission has been of a high order and has 
been prosecuted with diligence. International comtesy, as well 
as treaty obligations, require .that the commission be allowed 
to complete its work. I recommend that the items to be found 
in the estimates for its support during the second half of the 
cunent fiscal year and for a part of the next fiscal year recei\e 
the favorable consideration of Congress. 

WM. H. TAFT. 
1.'HE WHITE IloUSE, December 3, 191Z. 

OUR FOREIGN BELATIO ~s (H. DOC. NO. 927). 

The SPEAKER also laid before the House the following mes­
sage from th~ Pre id~nt of the United State , which was reacl 
and referred to the Committee fil the Whole House on the stale 
of the Union and ordered to be printed: 
To the Se.nate and, House of Revresentati?.;es : 

The foreign relations of the United States actually nnd 
potentially affect the state of the Union to a degree not widely 
realized and harcliy surpassed by any other factor in the wel­
fare o'f the whole Nation. The position of the United States in 
th~ moral, intellectual, and m·aterial relations of the fanlily of 
nations should be a matter of \ital interest to e~ery patriotic 
citizen. The national prosperity and power impose upon us 
duties which we can not shirk if we ai·e to be true to our idea ls. 
The tremendous growth of the export trade of the United States 
has already made that trade a \ery real factor in the industrial 
and commercial prosperity of the country. With the develop4 

ment of our indusn·ies the foreign commerce of the United 
States must rapidly become a Still more essentilll factor in its 
economic welfare. Whether we have a farseeing and wise 
diplomacy and are not recklessly plunged into unnecessary wars, 
and whethe1· our for~ign policies are based upon an intelligent 
grasp of present-day world conditions and a clear 1iew of the 
potentialities of the future, or are go1erned by a temporary and 
timid expediency or by narrow \iews befitting an infant nation, 
are questions in the alterna.tirn consideration of which must 
convince any thoughtful citizen that no department of national 
polity offers greater opportunit:y for promoting the interests of 
the whole people on the one hand, or greater chance on the 
other of permanent national injury, than that which deals \vith 
the foreign relations of the United States. 

The fundillllental foreign policies of the United States should 
be raised high abov-e the conflict of partisanship a.nd wholly 
dissociated from differences as to domestic policy. In its 
foreign affairs the United States should pre~nt to the world a 
united front. The intellectual, financial, and indu trial interests 
of the counh·y and. the publicist, tlle wage earner, the farmer, 
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and citizen of whatever occupation must cooperate in a spirit 
of high patriotism to promote that national solidarity which is 
indispensable to national efficiency and to the attainment of 
national ideals. 

The relations of th~ United States with all foreign powers 
remain upon a sound basis of peace, harmony, and friendship. 
.A greater insistence upon justice to .American citizens or inter­
e t wherever it may have been denied and a stronger emphasis 
of the need of mutuality in commercial and other relations 
have only served to strengthen our friendships with foreign 
countries by placing those friendships upon a firm foundation 
of realities as well as aspirations. 

Before briefly reviewing the more important events of the 
last year in our foreign relations, which it is my duty to do 
a - charged with their conduct and because diplomatic affairs 
are not of a nature to make it appropriate that the Secretary of 
State make a formal annual report, I desire to touch upon 
ome of the essentials to the safe management of the foreign 

relations of the United States and to endeavor, also, to define 
clearly certain concrete policies· which are the logical modern 
corollaries of the undisputed and traditional fundamentals of 
the foreign policy of the United States. 

IlEORG.A);IZ.ATIO~ OF THFJ ST.ATE DEP ill'LHE~T. 

.At the beginning of the present administration the United 
States having fully entered upon its position as a world power, 
with the re ponsibilities thrust upon it by the results of the 
~panish-.American War, and alrendy engaged in laying the 
~rournlwork of a va t foreign trade upon which it should one 
day become more and more dependent, found itself without the 
machinery for giving thorough attention to, and taking effective 
action upon, a ma s of intricate business vital to .American 
intere~ts in every country in the world. 

The Department of State was an archaic and inadequate ma­
chine lacking most of the attributes of the foreign office of any 
great modern power. 'Vith an appropri.ation made upon my 
recommeuda tion by the Congre. s on .August 5, 1909, the Depart­
ment of State was completely reorganized. There were created 
Divisions of Latin-American .Affairs and of Far Eastern, Near 
Ea tern, and Western European .Affairs. To these divisions 
''"ere called from the foreign service diplomatic and consular 
officers posse sing ex(lerience and knowledge gained by actual 
seryice in different parts of the world, and thus familiar with 
political and commercial conditions in the regions concerned. 
'Ihc work was highly specialized. The result is that where pre­
viou ly this Government from time to time would emphasize 
in it foreign relations one or another policy, now .American 
interests in every quarter of the globe are being cultivated with 
equal as iduity. This principle of politico-geographical division 
po. ses cs also the good feature of making possible rotation 
between the officers of the departmental, the diplomatic, and the 
onsnlar branches of the foreign service, and thus keeps the 

whole diplomatic and consular establishments under the De­
partment of State in close touch and equally inspired with the 
nims and policy of the Government. Through the newly created 
Division of Information the foreign service is kept ful1y in­
formed of what transpil'es from day to day in the international 
relations of the country, and contemporary foreign comment 
affecting:_ American interests is promptly brought to the atten­
tion of the department. The law offices of the department 
were greatly strengthened. There were added foreign-trade 
advi ers to cooperate with the diplomatic and consular bureaus 
and the politico-geographical divisions in the innumerable mat­
ters where commercial diplomacy or consular work calls for 
uch special knowledge. The same officers, together with the 

re t of the new organization, are able at all times to give to 
American citizens accurate information as to conditions in for­
eign countries with which they have business and IH.:ewi e to 
cooperate more effectively with the Congress and also with the 
other executiYe departments. 

MEUIT SYSTK\l DI CO::-ISULAR A....'rn DIPLOMA.TIC conrs. 

Expert knowledge and professional training must evidentJy 
be the e ence of this reorganization. Without a trained for· 
eign service there 'yould not be men n -railable for the work in 
the reorganized Department of State. President Cleveland had 
taken the fir t ·tep toward introducing the merit system in the 
foreign service. That had been followed by the application of 
the merit principle, with excellent results, to the entire con­
sular branch. Almo ·t nothing, however, had been done in this 
direction wlth regard to the Diplomatic Service. In this age of 
commercial diJ)lomacy it was evidently of the first importance 
to train an adequute personnel in that branch of the service. 
Therefore, on November 26, 1009, by an Executive order I placed 
tl.le Diplomatic Service up to the grade of secretary of embassy, 
fa Jnsile, upon exactly the aame sh·ict nonpartisan bHsis of 
the merit system, rigid examination fo1· appointment and 111.'0-

motion only for efficiency, as bad been maintained witpout ex­
ception in the. Consular Service. 
STATISTICS A.S TO MERIT .A.~'1> NOXPARTIS.A.~ CHARACTER OF .iPPOL T:.\IEC\TTS. 

How faithtftll to the merit system anu how nonpartisan bas 
been the conduct of the Diplomatic and Consular Services in the 
last four years may be judged from the following: Three am­
bassadors now serving held their present rank at the be"'in­
ning of my administration. Of the 10 amba sadors who~ I 
have appointed, 5 were by promotion from the rank of min­
ister. Nine ministers now serving held their present rank at 
the beginning of the administration. Of the 30 ministers whom 
I have appointed, 11 were promoted from the lower grades of 
the foreign service or from the Department of State. Of the rn 
missions in Latin .America, where our relations are · close and 
?Ur interest is great, 15 chiefs of mission are ser-rice men, 3 hav­
mg entered the service during this administration. The 37 sec­
retaries of embassy or legation who haYe received their initial 
appointments after passing successfully the required examina­
t~o.n were ~h~sen for ascertained fitne s, without regard to po­
lltical affillations. .A dearth of candidates from Southern and 
Western. States has alone made it impo sible thus far completely 
to equalize all the States' representations in the foreign service. 
In the effort to equalize.the representation of the various States 
in the Consular Service I have made 16 of the 29 new appoint­
ments ·as consul which have occurred during my administration 
from the Southern Stntes. This is 55 per cent. Every other 
consular nppointment made~ including the promotion of 11 young 
men from the consular as 1stant and student interpreter corps 
bas been by promotion or transfer, based solely upon efficiency 
shown in the service. . 

In order to assure to the bus.iness and other interests of the 
United States a continuance of the resulting benefits of this re­
form, I earnestly renew my preYious recommendations of Jecri -
lation making it permanent along some such lines as those

0 

of 
the m.}asure now pending in Congress. -

LARGER PROYISI0::-1 Fon E:.\IBASSIES AXD LEGATIOXS AXD FOR OTIIER 
EXPEXSES OF OUR FOREIG~ REPRESE!\TATIYES IlECOllMEXDED. 

In connection with legi lation fQr the amelioration of the for­
ei~n serYice, I wish to invite attention to the advisability of 
placing the salary appropriations upon a better basis. I beiieve 
that the best results would be obtained by a moderate scale of 
salaries, with adequate funds for the expenses of proper repre­
sentation, based in each case upon the scale and cost of living 
at each post, controlled by a system of accounting and under the 
general direction of the Department .of State. _ ' 
I~ line wi.th the object. which I have sought of placing our 

foreign s~rvice on a basis of permanency, I have at various 
times advocated provision by Congress for ·tne acquisition of 
Goverllillcnt-owned buildings for the residence and offices of our 
diplomatic officers, so as to place them more nearly on an 
equality with similar officers of other nations and to do away 
with the discrimination which otherwise must necessarily be 
made, in some cases, in favor of men haviug large private for­
tunes. The act of Congress which I a1)proved on Februnry 17, 
1911, _was a right step in this direction. The Secretary of State 
has already made the limited recommendation~ permitted . by 
the act for any one year, and it is my hope that the bill i.utro­
duced in the House of Representatives to carry out the e rec­
ompi~ndations will be favorably acted on by the Congress 
during its present session. · 

In some Latin-American countries the expen e of Govern­
ment-owned legations will be less than elsewhere -and it is 
certainly very urgent that in such cotmtries as s~rne of the 
Republics of Central .America and the Caribbean, where it is 
peculiarly difficult to rent suitable quarters, the representatives 
of the United States should be justJy an9- adequately pro•ided 
with dignified and suitable official re idence . Indeed, it is 
high time that the dignity and power of this great Nation 
should be fittingly signalized by proper buildings for the 
occupa:n~y of the Nation's representatires everywhere abroall. 

DIPLOMACY A HAXDYAID OF co·ion:ncI.A.L l!\TERCOURSE AND PEACE. 

The diplomacy of the present admini tration has sought to 
respond to modern ideas of commercial intercom· e. This 
policy has been characterized as substituting doUars for bul­
lets. It is one thaf appeals alike to idealistic humanitarian 
sentimen~s, to the dictates of ound policy and strate"'y, and t_o 
legitimate commercial aims. It is an effort frankly directed 
to the increase of .AJ:rierican trade upon the axiomatic principle 
that the Government of the United States shall extend all 
proper support to every legitimate and beneficial .American en­
terprise a.broad. How 0 Teat have been the results of this 
diplomacy, coupled with the maximum an<l minimum in·ovision 
of the tariff law, will be een by ome consideration of tlie 
wonderful increase in the cxpqrt trade of the Unltetl States. 
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Because modern diplomacy is commercial, there has be.en a dis­
position in some quarters to attribute to it none but material­
istic aims. How strikingly erroneous is such an impression 
may be seen from a study of the results by which the diplomacy 
of the United States can be judged. 

SUCCESSFUL EFFOilTS IN PROMOTIOX OF PEACE. 

In the field of work to'\\ard the ideals of peace this Gornrn­
rnent negotiated, but to my regret '\las unable to consummate, 
two arbitration treaties which set the highest mark of the aspi­
ration of nations toward the substitution of arbitration and 
reason for war in the settleroent of international disputes. 
Through the efforts of American diplomacy several \Vars have 
been preyented or ended. I refer to the successful tripartite 
mediation of the Argentine Republic, Brazi1, and the United 
States lJetween Peru and Ecuador; the bringing of the boundary 
dispute between Panama and Costa Rica to peaceful arbitra­
tion; the staying of warlike preparations when Haiti and the 
Dominican Republic were on the \erge of ho tilities; the stop­
ping of a '\\ar in Nicaragua.; the halting of internecine 8trife in 
Honduras. '.f'he GO"vernment of the United States was thanked 
for its influence toward the restoration of amicable relations 
between the· Argentine Republic and Bolivia. The diplomacy of 
the United States is actiYe in seeking to assuage the remaining 
ill-feeling between this country and the Republic of Colombia. 
In the recent civil war in China the United States sncce 8fully 
joined -with the other interested powers in urging an early 
cessation of hostilities. An agreement has been reached be­
tween the Governments of Chile and Peru whereby the cele­
brated Tacna-Arica dispute, which has so long embitterecl in­
ternational relations on the "°est coast of South America, has 
at last been adjusted. Simultaneously came the ne'\\S that the 
boundary dis1mte between Peru~and Ecuador bad entered npon 
a stage of amicable ettlement. 'l'he position of tbe United 
States in reference to the 'l'acna-Arica dispute between Chile 
and Peru bas been one of noninteI"Yention, but one of friendly 
influence and pacific counsel throughout the period during which 
the dispute in question has been the subject of interchange of 
views between this Go\ernment and the two GoYernments imme­
diately concerned. In the general easing of international ten­
sion on the west coast of South America the tripartite media­
tion, to ,...,-hich I ha\e referred, has been a most potent and 
beneficent factor. 

CHIXA. 

In China the policy of encoura-ging financial inrn tment to 
enable that country to help itself has bad the re ult of giving 
new life and practical application to the open-door poUcy. The 
con8istent purpose of the present administration has been to 
encourage the use of American capital in the deYelopment of 
China by the promotion of those essential reforms to which 
Cbina is pledged by treaties with the United States and other 
powers. The hypothecation to fore~gn banker:o: in connection 
with certain industrial enterprises, such as the ll11knang rail­
ways, of the national revenues upon which these reforms de­
pended, led the Department of State early in the administration 
to demand for American citizens participation in such enter­
prises, in order that the United States might haYe equal rights 
and an equal voice in ah questions pertaining to the disposition 
of the public revenues concerned. The same policy of promot­
ing international accord among the powers ha-viug similar 
treaty rights as ourselves in the matters of reform, which could 
not be put into practical effect without the common consent of 
all, was likewi e adopted in the case of the loan desired by 
China for the reform of its currency. The princi11le of inter­
national cooperation in matters of common intere t upon which 
our policy had already been based in all of the above instances 
has admittedly been a great factor in that concert o.f the powers 
which has been so happily conspicuous during the perilous 
period of transition through which the great Chinese nation has 
been passing. 

CE:XTRAL A:IIERICA NE 2J DS OUR HELP I·N DEBT AD.JUSTllEXT. 

In Cenh·al America the aim has be~n to help such countries as 
Nicaragua and Ilonduras to help themselves. They are the im­
mediate beneficiarie . The national benefit to the United States 
is twofold. First, it is obvious that the 1\Ionroe doctrine is more 
vital in the neighborhood of the Panama Canal and the zone of 
the Caribbean than anywhere else. There, too, the maintenance 
of that doctrine falls most llea\ily upon the United States. It 
is therefore essential that the countries within that sphere shall 
be removed from the jeopfll'dy iuyolved by heavy foreign deut 
and chaotic national finan es and from the ever-present danger 
of international complications due to d1 order at home. Hence 
the United States has been glad to encourage ancl support Ameri­
can ' bankers who were willing to lend a helping hand to the 
financial rehabilitntion of such countries. becau. e this· financial 
rehabilitation and the protection- of their customhouses froin 

being the prey of -Would-be dicfators ~ould remoye at one stroke 
the menace of f::>reign creclltors and the men:ice of rcyolutionarv 
disorder. ~ 

'!'he second advantnge to the Uniteu States is one affecting 
chiefly all the southern and Gulf ports and the bu inc s and 
industry of the South. The Republics of Cent ral America aud 
tbe Caribbean posse s great natural '\\ealth. They need only a 
measure of stability and the means of financial reaeneration to 
enter upon an era of peace and prosperity, bringing profit anu 
happiness to themselyes, nnd at the snrne time crenting condi­
tions sm·e to lead to a flourishing iD.terehange of traue with 
this country. 

I wish to call your especial attention to the recent occurrences 
in Nicaragua:, for I believe the terrible eYents recorded there 
during the rffrolution of the llast summer-the useles los~ of 
life, the deyastation of property, the bombardment of defensele ' '!1 

cities, the killing and wounding of women and children, the 
torturing of noncombatants to exact contributions, and 1lic 
suffering of thousands of human beings--might haYe be~n 
aYerted had the Department of State, through avproval of the 
loan co1wention by the Senate, been permitted to carry out its 
now well-<leYelo11ed policy of encouraging tlle extending of fin~rn­
~ial aid to weak Central .American States, with the primnry oh­
Jects of aYoiding just uch reYolutions by n. si ting those 
Republics to rehabilitate their finances, to establi h their cur­
rency on a stable basis, to rerno\e the customhouses from the 
danger of rernlutions by arrauging for their secure ndmi11istm­
tion, and to establish reliable banks. 

During this last reYolution iu Nicaragua, the GoYernment of 
that Republic having admitted its inability to protect American 
life and property a.gain t acts of sheer lawlessness on the i1art 
of the malcontents, and haying requested this Government to 
assume that office, it. became necessary to land O\er :? 000 ma­
rines and bluejackets in Nicaragua. Owing to their pre ·encc 
the constituted GoYerrunent of Nicaragua was free to tlcrntc i ts 
attention wholly to it internal troubles, and was thus cunblell 
to stamp out the rebellion in a short space of time. Wlleu the 
Red Oross supplies ent to Granada had been exhausted, ._ .000 
persons having been giYen food in one day 11poil the arrinil of 
the .American force . our men supplied other unfortunate, needy 
Nicaraguans from their own hnversacks. I wish to congratulntf~ 
the officers and men of the United States Ka,·y and l\Iariue 
Corps who took part in reestablishing.order in )\icaragua upon 
their splendid conduct, and to recoru JYith sorrow the death of 
seven American marines and bluejackets. Since the ree tau­
lishment of J)eace and order, elections haYe been helu amid con­
ditions of quiet and tranquillity. Nearly an the .American ma­
rines haYe now been withdrawn. The country should soon be 
on the road to recO\·ery. The only apparent danger now threat­
ening Nicaragua arises from the shortage of funds. Althongll 
American bankers ha Ye already rendered assistance, they may 
natur~lly be loath to adYance a loan adequate to set the country 
upon its feet without the support of some such convention ns 
that of June, lDll, upon which the Senate has not yet actecl. 

EXFOilCE ME!\T OF NEGTRALIT:L LAWS. 

In the general effort to contribute to the enjoyment of pe:lce 
by those Ilepublics which are near neighbors of the United 
States, the ailini.ni tratiou has enforced the so-called neutrality 
statutes with a new vigor, and those statutes ·were greaUy 
sh"engtheued in restricting the exportation of nrrns and muni­
tions by the joint resolution of last March. It is still a re­
grettable fact that certain American ports are made the ren­
dezvous of professional revolutionists and others engaged in 
intrigue ~gainst the peace of tho~e Ilcpublics. It must t>e ad­
mitted thnt occ..1siona1Jy a revolution in this region is justified 
as a real POJ?Ular movement to throw off the shackles of a 
yicious and tyrannical government. Such was the Nicaraguan 
rernlutiou ngainst the Zelaya regime. A nation enjoying cur 
liberal institutions can not escape sympathy -with a true popu~ 
lar moYement, and one so well justified. In very many ca es, 
however, rernlutions in the Republics in que·stion have no basis 
in principle, bnt are due me1·ely to the machinations of con­
scienceless and ambitious men, and ha\e no effect but to bring 
new suffering and fTesh burdens to au already oppre eel people. 
The question whether the u. e of American ports as foci of 
revolutionary intrigue can be best dealt with by a further 
amendment to the neutrality statutes or '\\hether it woulu be 
safer to deal with . peciHl ca es by !':pecial Jaws is one worthy 
of_ the careful consideration of the Congress. 
YISlT OF SECRETAitY KXOX TO CEXTRJ.L AlIEnICA J.XD THE CAilIR:llilAX. 

Impressed with the particular importance of the relations 
between the United States and the Hepublics of Centrn l ~\rncrica 
and ttie Caribbean region, which of necessity mu t become still 
more intimate by reason of the mutnnl ady;rntages whicl.J wm 
be presented by the opening of the Panama Canal, I dir~ctca. 
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ihe Secretary of .State Ia.st February to Tisit these Republics 
for tlle purpose of giving evidence of the sincere friendship and 
goou will which the Government and people of the United States 
bear toward them. Ten R-epublics were visited. E~er-ywbere 
he was received with a. cordiality of welcome and a generosity 
of hospitulity such :is to impress me deeply and ta merit our 
warmest thanks. The .n.ppreciaticm of the Governments and 
peoples of the countries visited, which has been appropriately 
shown in various ways, leaves me no doubt that his visit will 
conduce to that closer union and better undei·st:'lllding between 
the United Sutes and those Republies which I have hacl it 
much at heart to promote. 

increasing proportion of om abundant ftgricultural products be 
kept .at home. In tile .fiscal year 1911 the exports of articles 
in the T'fil'ious stages of manufacture, not induding .foodstuffs 
partly or wholly manufactured, amounted approximately to 

907,500,000. In the fiscal year 1912 the total was nearly 
$1,0?2,000,000, a gain of $114,000,000. 

ADVA~i'TAGE OF MAXIllIUY Alm l\Il:YIMU.M TA.RIFF PROVISIO:-<. 

The importance which our manufactures ha1e assumed :in the 
commerce of the world in ·competiti-o-n with the .manufactures of 
other -countries again draws attention to the duty of this Gov­
ernment to use its utmost endeavors to secure impartial treat­
ment for American pr-0ducts in all markets. Healthy commercial 

oun. llIEXICA~ POLICY. rivalry in international intereourse is .best assured by the pos-
For two years re-rolution and counter-re1olution have dis- session of proper means for protecting and promoting our f-or­

traught the neighboring Republic of Mexico. Brigandage has -eign trade. It is natural that competith·e countries should view 
im·ol\ed a. great deal of depredation upon foreign interests. with some concern this steady expansi-011 of our commerce. If 
There ha-rn constantly recurred questions of extreme delicacy. in some mst:ances the measure taken by them to meet it are not 
On . ever.al occasions "Very diffi.eult situations ha1e arisen on our entirely equitable, a remedy sh-0uld be found. In formei· mes­
frontier. Throughout this trying period the policy of the sages I have described the negotiations · of th-e Department -0f 
United States h:ls been one of patient nonintervention, stead- Stat.e with foreign Governments fort.he adjustment of the maxi­
fast recognition -of constituted authority in the neighboring mum and minimum tariff as provided in secti-on 2 of the tariff 
nation, .and the ~xe:i:tion of every effort to care for American law of 1909. The ad\antages secured by the adjustment of our 
interests. I profoundly hope that tb.e Mexican nati-0n may trade relations under this law have continued during the last 
soon resume the path -of order, pTosperity, and p1·ogress. To year, and some additicmal eases ·of discriminatory treatment of 
that nation in its ·sore troubles the sympathetic friendship -of which we had reason to complain haye been removed. The 
the United States has been demonstrated to a high d.egree. Department of Stat.e has for the first time in the history of this 
There were in Mexico at the beginning of the re1olution some country obtained substantial most-favored-nation treatment from 
thirty or forty thousand .American citizens engaged in enter- ail the countries of the world. There are, however, other in­
prises contributing greatly to the prosperity of that Republic stances which~ while apparently not constituting undue clis­
a.nd also benefiting the important trade between the two coun- · .crimination in the rsense of section 2, a.re nevertheless e:x:cep­
tries. The investment of American capital in :Mexico has been tions to the complete equity of tariff treatment for American 
estimated at $1,000,000;ooo. The Tesponsibility of endeavoring products that the De~artment of State consist-en.Uy has sought 
to safeguard those interests and the dangers inseparable from to o'btain for American commerce abroad. 
propinquity to so turbulent a situation ha-ve been great, but I "NECESSITY FOR SlJPPLEME~TARY LEGISI.3.TIO.Y. 

am happy to have been able to adhere to the poUcy above out- - These developments confirm the-opinion conveyed to you in my 
lined-a policy which I hupe may be soon justified by the com- annual message of mu, that while the maximum and .minimum 
plete success of the Mexican people iri regaining the blessings · provision of the tariff law of 1909 has been fully justified by, 
~f peace and good order. the success achieved in removing previously existing undue dis­

criminations against Amerlcan :products, -yet experience has 
shown that ·this feature of the law should be amended rn such 

AGRICCLTURAL CREDITS. 

A most. impo~tant "'.'ork, acco1;11plished in. the ~a.st y~ar .by way as to provide a fully clfective mearrs of meeting the varying 
the Amer1c?-n diplomatic .officers m :Europe, is the im·estlgat!on degrees of discriminatory treatment of American commerce in 
of the agricultural credit syste~ m the European countr1e~. foreign countries still eucountere-d, as well as to protect against 
Both as a means to afford relief to the consumers. 'Of this . injurious treatmenti0n the'Part of foreign Governments, through 
<!ountry through a mol'e thorough devel~I>ment of . .agi;ic.ultural either legislative or administrative measures, the financial 
res~urces :nnd as .a ~eans of n:ore suffic1ent~y mam~~. ~e , interests .abroad -0f American citizens whose entel"prises enlarge 
agricultural population, the proJect to ·establish credit facilities the market for American. commodities. 
for the farmers is a concern of vital importance to trus Nation. I can not too strongly i·ecommend to the Congress the pas&'lO'e 
No evidence of prosperlty among well-established farmers of · some such enabling measure as the bill which was recom­
should blinu us to th~ fa.ct th-at lack of capital is preventing a mended by the Secretary of State .in his letter of !Decembei· 13 
development -0f the Nation's agricultural resources and an ade- 1911. The ·object -of the :proposed legislation is in brief t~ 
quate i.J?.cre~se of the l~nd under culti~tion; th~t agricultural - enable the Executive to apply, n-s the case may r~uire, to ~ny; 
production is fast fallmg behlnd the mcrea.se m population; <>r .all commodities, whether ·or n-ot on the free list from a 
and ·that, in fact, alth-0ugh · th~se wen-established fa.rme1·s are country which discriminates against the United States, a grad­
maintained in increasing prosperity because of the natural uated scale of duties up to the maximum of 25 per cent .ad 
increase in population, we are not developing the .industry of vruorem _provi-ded in the present law. Flat tariffs are out of 
agriculture. We are· not breeding in proportionate numbers a date. Nations no longer accord equ31 tariff treatment to all 
i·ace of independent and independence-loving landowners, fo1• other natioDs irrespective of the treatment from them receiv-ed. 
a lack of which no growth <>f cities ean compensate. Our Such a :flexible power at the command of the .]hecutive would 
farmers have been our m:a.instay in times of crisis, and in future ser1e to modern.te any unfavorable tendencies on the part of 
it must still largely be upon their stability and common sense those countries from which the importations into the United 
that this democracy must rely to ,consene its principles of self- States a.re substantially confined to articles on the free list as 
government. well s uf the -countries which find n lucrative market in the 

The need -of capital whicli American farmers feel to-day had United States foT their produds under existing customs rates. 
been experienced by the fanners of Europe, with their cen- It is very necessary th.at the Ametican Government should be 
turies-old farms, many years ago. The problem had been sue- equip:ped with weapons of negotiation adapted to modern 
ce sfully solved in the Old World .and it was evident that the economic conditions, in order that w.e may at all times be in a 
farmers of this -country might profit by a study -0f their systems. position to gain not .only technically just but actually equitable 
I therefore ordered, through the Department of Stat.e, an in- treatment for our trade, and also for American enterprise and 
vestiga.tion to be made by the diploma.tie officers in Europe, and vested interests abroad. 
I have la.id the results of this investigation ,before the govel'IlOl"S BUSI~'ESS S£CUBED TO OUR COUNTRY BY DntECT {)'FFICllL EFFORT. 

of the various States with the hope that they will be used to As mu8trating the comm~rciul benefits to tlle Nation derived 
adrnntage in their forthcoming meeting. 

l~CREASE OF FOREIGN TRADE. 

In my last annual. message I said that the fiscal year ended 
June BO, 1911, was noteworthy as mai·king the higliest record of 
exports of American products to foreign countries. The fiscal 
year '19i2 shows that this mte of advance has been maintaineil, 
the total domestic exports having a valuation approximately of 
$2,200,000,000, as compared with a fraction oTer $2,000,000,QOO 
the previous year. It is also significant thltt manufactured and 
partly m-::rnufactured articles continue to be the -chief com­
modities forming the volume of our augmented exports;· the 
demands of our own people for consumption reguirip.g llint' an 

from the new diplomacy and its ,effectiveness upon the material 
as well as the mor.e ideal side, it may he Tema.rked that tlirough 
di1'e:Ct official efforts alone there have been obtained in the 
course of this administration, contracts from foreign Govern­
ments involving an -expenditure of $50,000,000 in the factories 
of the United States. Consideration of this fact and some 
refiection upon the necessary effects -0f a scientific tariff system 
and a foreign servi~ al~rt and equ.ipped to -cooperate with the 
business men of America earry the conviction that tlle gratify­
ing in<!rease in 'tlrn e±po1·t trade of this cotmtry is, in substantial 
amount, due to -<nir impro\ed go1ernmental methods of pro­
teeti:Iig' and sti'n:mlatirig it.' It i · germane to tll~se obseIT~tions 

.. 
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to remark that in the two years that have elapsed since the 
successful negotiation of our new treaty with Japan, which at 
the time seemed to present so many· practical difficulties, our 
export trade to that country has increased at the rate of over 
$1,000,000 a month. Omr exports to Japan for the year ended 
~me 30, 1910, were $21,959,310, while for the year ended June 
30, 1912, the exports were $53,478,046, a net increase in the sale 
of American products of nearly 150 per cent. 

SPECIAL CLAIMS ARBITRATION WITH GREAT BRITA!~. 

Under the special agreement entered into between the United 
States and Great Britain on August 18, 1910, for the arbitration 
of outstanding pecuniary claims, a schedule of claims and the 
terms of submission have been agreed upon by the two Govern­
ments, and together with the special agreement were approved 
by the Senate on July 19, 1911; but in accordance with the 
terms of the agreement they did not go into effect until con­
firmed by the two Governments by an exchange of notes, which 
was done on April 26 last. Negotiations are still in progress 
for a supplemental schedule of claims to be submitted to arbi­
tration under this agreement, and meanwhile the necessary 
preparations for the arbitration of the claims included in the 
first schedule have been undertaken and are being carried on 
under the authority of an appropriation made for that purpose 
at the last session of Congress. It is anticipated that the two 
Governments will be prepared to call upon the arbitration tri­
bunal, established under this ngreement, to meet at Washington 
early next year to proceed with this arbitration. 

F UR SEAL TREATY AXD NEED FOR AlIEXD:UE:s'T OF OUR STATUTE. 

The act adopted at the last session of · Congress to give effect 
to the fur-seal convention of July 7, 1911, between Great Brit­
ain, Japan, Russia, and the United States proyided for the sus­
pension of all land killing of seals on the Pribilof I ·lands for a 
period of five years, and an objection has now been presented to 
this provision by the other parties in interest, which raises the 
issue as to whether or not this _prohibition of land killing is 
inconsistent with the spirit, if not the letter, of the treaty stipu­
lations. The justification for establishing this close season de­
pends, under the terms of the_ conyention, upon how far, if at all, 
it is necessary for protecting and presening the American fur­
seal herd and for increasing its number. This is a question 
requiring examination of the present condition of the herd and 
the treatment which it needs in the light of actual experience 
and scientific im·estigation. A . careful examination of the sub­
ject is now being made, and this Government will soon be in 
possession of a considerable amount of new luformation about 
the American seal herd, which has been secm·ed during the past 
season and will be of great yalue in determining this question; 
and if it should appear that there is any uncertainty as to the 
real necessity for imposing a close season at this time I shall 
take an early opportunity to address a special message to Con­
gress on this subject, in the belief that this Government should 
yield on this point rather than give the slightest ground for the 
charge that we have been in any way remiss in observing our 
treaty obligations. 

FINAL SETTLEME~T OF :XORTH ATLAXTIC FISHERIES DISPliTE. 

On the 20th of July last an .agreement was concluded lletweeu 
the United States and Great Britain adopting, 'vith certain 
modifications, the rules and method of procedure recommended 
in the award renuered by the North Atlantic Coast Fisheries 
Arbitration Tribunal on September 7, 1!)10, for the settlement 
hereafter, in accordance with the principles laid down in the 
award, of questions arising with reference to the exercise of 
the American fishing liberties under article 1 of the treaty of 
October 20, 1818, between the United States nud Great Britain. 
This agreement received the approval of the Senn te on August 1 
and was formally ratified by the hrn Goyernments on Kovem­
ber 15 last. The rules and a method of procedure embodied in 
the award provided for determining by an impartial tribunal the 
reasonableness of any new fishery regulations on tile trea·ty 
coasts of Newfoundland antl Canada before such regulations 
could be enforcell against American fishermen exercising their 
treaty liberties on those coasts, and also for determining the 
delimitation of bays on such coasts more than 10 miles wide, in 
accordance with the definition adopted by the tribunal of the 
meaning of the word" bays" as used in the treaty. In the sub­
sequent negotiations between the two GoYernments, undertaken 
for the purpose of giving practical effect to these rules and 
methods of procedure, it was found that certain modifications 
therein were desirable from the point of view of both Govern­
men~s, and these negotiations have finally resulted in the agree­
ment above mentioned -by which the awarq recommendations as 

- modified by mutual consent of the two Goyernments are finally 
adonted and made effective, thus bringing this centm·y-old con­
troversy to a final conclusion, which is equally beneficial an<.l 
satisfactory to both Governments. 

IMPERIAL VALLEY AXD :UEXICO. 

In order to make pos ible the more eff~ctiYe performance of 
the work necessary for the confinement in their present channel 
of the waters of the lower Colorado River, and thus to protect 
the people of the Imperial Valley, as well as in order to i·each 
with the Government of Mexico an understanding regarding the 
distribution of the waters of the Colorado RiYer, i.o which both 
Governments are much interested, negotiations are going for­
ward with a view to the establishment of a preliminary Colorado 
River commission, which _shall haye the powers necessary to 
enable it to do the needful work and with authority to study the 
question of the equitable distribution of the waters. There is 
every reason to believe that an understanding upon this point 
will be reached and that an agreement will be signed in the 
near future. 

CHAll IZAL DISPUTE. 

In the interest Qf the people and city of El Paso this Goyem­
ment has been assiduous in its efforts to bring to an early set­
tlement the long-standing Chamizal dispute with Mexico. l\lnch 
has been accomplished, and while the final solution of the dis­
pute is not immediate, the favorable attitude lately assurneu IJy 
the Mexican Government encourages the hope that this trollble­
some question will be satiefactorily and definitely settled at nn 
early day. 

INTJ!lRXATIOXAL COi\I:UISsrox OF ,Jl:T RISTS. 

In pursuance of the convention of August 23, lDOG, signed at 
the Third Pan American Conference, held at Rio de Janeiro, the 
International Commission of Jurists met at that capital during 
the month of last June. At this meeting 16 American Republics 
were represented, including the United States, and comprehen­
sive plans for the future work of the commission were adopted. 
At the next meeting, fixed for June, 1914, committees already 
appointed are instructed to report regarding topics assigned to 
them. · 
OPIUM COXFEREXCE-UKFORTGXATE FAII-URE OP OUR GO'\ERKMFJXT TO 

E:\'D.CT RECOlDfE:\'DED LEGISLATIOX. 

In my message on f<H.·eign relations communicated to the two 
Houses of Congress December 7, 1911, I called especial attention 
to the assembling of the Opium Conference at The -Hague, to 
the fact that that conference was to review all pertinent munici­
pal laws relating to the opium and allied evils, and certainly 
an international rules regarding these evils, and to the fact that 
it seemed to me most essential that the Congress should take 
immediate action on the antinarcotic legislation before the Con­
gress, to which I had previously called attention by a special 
messnge. 

The international conyention adopted by the confer.:mce con­
forms almost entirely to the principles contained in the proposed 
antinarcotic legislation which has been before the last two Con­
gresses. It was most unfortunate that this Government, hav­
ing taken the initiative in th~ internationnl action which eventu­
ated in the important international opium convention, failed to 
do its share in the great work by neglecting to pass the necessary 
legislation to correct the deplorable narcotic eyil in the Uniteil. 
States as well as to redeem international pledges upon which 
it entered by virtue of the aboYe-mentioned COU"\ention. The 
Congress at its present ses ion should ern:tct into law those bills 
now before it which have been so carefully drawn up in col­
laboration between the Department of State and the other exec­
utiye departments, and which have behind them not only the 
rnora I sentiment of the country but the practical support of all 
tlle legitimate trade interests likely to be affected. Since the 
iuternational convention was signed, ailllerence to it has b ~en 
maue by several European States not represented at the con­
ference at 1-'he Hague and also by 17 Latin-American Republics. 

E UROPE A.)lD THE NEAR EAST. 

The war between Italy and Turkey came to a close in Octv­
ber last by the signature of a treaty of peace, subsequently tu 
which the Ottoman Empire renounced sovereignty over Crre­
naica and Tripolitania in favor of Italy. During the past ye:i r 
the Near East bas unfortunately been the theater of constant 
hostilities. Almost simultaneously with the conclusion of peace 
between ItaJy and Turkey and their aniYal at an adjustment of 
the complex questions at issue between them, war broke out 
between Turkey on the one hand and Bulgaria, Greece, Monte­
negro, and Servia on the other. The United States has hnppily 
been involved neither directly nor indirectly with the causes or 
questions incident to any of these hostilities and has maintained' 
in regard to them an attitude of absolute neutrality and of com­
plete political disinterestedness. In the second war in which 
the Ottoman Empire has been engaged the loss of life and th~ 
consequent distress on both sides have been appalling, and the 
l.Jnited States has found occasion, in the interest of humanity, 
to carry out the charitable desires of the American people, to 
extend. a measure of -relief to the sufferers on either side through · 
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the impartial medium of the Red" Oro . Beyond this the chief 
care of the Government of the United States ha:s tieeu· to make 
due proT'ision for the protection of its nationals :resident in 
belUgerent territory. In the exercise of my duty in this matter 
I bave dispatched to Turkish waters a special-serTice squadron, 
con isting of two armored cruisers, in order that this Go,·ern­
ment may if need be bear its part in such measures as it may 
be nece ary for the interested nfrtions to adopt -for the safe­
guarfilng of foreign Illes and property in the Ottoman Empire 
in the eTent that a dangerous situation should develop. In 
the meanwhile the sernral intere ted European powers have 
promised to extend to American citizens the benefit of such pre­
cautionary or protective measures as they might adopt, in the 
same manner in which it has been tbe practice of this Govern­
ment to extend its protection to all foreigners resident in those 
countlies of tbe Western Hemisphere in which it has from time 
to time been the task of tbe United States to act in the interest 
of peace and good ·order. The early appearance of a large fiei!t 
of European warships in the Bosphorus apparently assured the 
protection of foreigners in that quarter, where the presence of 
the American stationnaire the U. S. S. Scorpion sufficed, under 
the circumstances. to represent the United States. Our cruisers 
were thus left free to act if need be along the l\lediterranean 
coa ts hould any unexpected contingency a.rise affecting thP. 
nnmerous American interests in the neighborhood of Smyrna 
:rnc.l Beirut. "' 

SPI'.fZBERG:tk~. 

~'he great prepondera.nce of American material interests in 
the ubarctic island of Spitzbergen, which has always been 
i·egarded politically as "no man's land," impels this Govern­
ment to a continued and lively interest in the internati.onal dis­
po itions to be made for the political goverance a.nd administra­
tion of that region. The confiict of certain claims of American 
citizens and others is in a. fair way to adjustment, while the 
settlement of matters of administration, whether by interna­
tional conference of the interested powers or otherwise, con­
tinues to be the subject of exchange of views between the Gov­
ernment concerned. 

LIBERIA. 

\. a re ult of the efforts of this Government to place the 
Government of Libe1·ia in position to pay its outstanding in­
d btedneEs and to maintain a stable and efficient government, 
nl'!?otfations for a loan of $1,700,000 have been successfully con­
cluded, and it is anticipated that the payment of the old loan 
and the issuance of the bonds of the 1912 loan for the rehabili­
tation of the :finances of Liberia will follow at an early date, 
"·lien the new receivership will go into active operation. The 
new receivership will consist of a general receiver of customs 
designated by the Government of the United States and three 
receivers of customs de ign.ated by the Governments of Ger­
many, France, and Great Britain, which countries have com­
mercial interests in the Republic of Liberia. 

In carrying out the understanding between the Government 
of Liberia and that of the. United States, and in fulfilling the 
terms of the agreement between the former Government and the 
American bankers, three competent ex-army officers are now 
effectively employed by the Liberian Government in reorganizing 
the police force of the Republic, not only to keep in <>rder the 
native tribes in the hinterland but to serve as a necessary police 
force along the frontier. It is hoped that these measures will 
a ure not only the continued existence but the prosperity and 
welfare of the Republic . of Liberia. Liberia possesses fertility 
of soil and natru·al resources which should insure to its people 
a reasonable prosperity. It was the duty of the United States 
to a sist the Republic of Liberia in accordance with our his­
torical interest and moral guardianship of a community founded 
by .American citizens, as it was also the duty of the American 
Go-vernment to attempt to assure permanence to a country of 
much sentimental and perhaps future real interest to a large 
body of our citizens. 

MOROCCO. 

The Jeo-ation at Tangier is now in cha1·ge of our consul gen­
eral, who is acting as charge d'affaires, as well as caring for our 
commercial interests in that country. In view of the fact that 
many of the foreign powers are now represented by charges 
d'affaires it has not been deemed necessary to appoint at the 
present time a minister to fill a vacancy occurring in that post. 

THE FAR EA.ST. 

The political disturbances in Chinn. in the autumn and winter 
of lnll-12 resulted in the abdication of the Manchu rulers on 
February 12, followed by the formation of a provisional repub­
lican government empowered to conduct the affairs of the nation 
until a permanent go-rernment might be regularly established. 
The natural sympathy· of the American people with the assump-

tion of· republican principles by the Chinese people was appro­
pTiateiy expressed in a concurrent resolution of Congre s on 
April 17, 1912. A constituent assembly, composecl of representa­
tiYes duly chosen by the people of China in the election that 
are now being held, has been called to meet in January next to 
adopt a permanent constitution and organize the Government -0f 
the nascent · Itepuulic. During the formati're constitutional 
stage and pending definiti've action by the as embly, as expres­
sive of the popular will, and the hoped-for establishment of a 
stable republican form of government, ca1Jable of fulfilling its 
interna.tional obligations, the United States is, according to 
precedent, maintaining full and friendly de facto relations with 
the pro\isional Go\ernment. 

The new condition of affairs thus created ha.s pre ented many 
serious and complicated problems, both of internal rehabilita­
tion and of international relations, whose solution it was real­
ized would necessarily require much time ancl patience. From 
the beginning of the upheaval last autumn it was felt by the 
United States, in common with the other powers having large 
interests in China, that independent action by the foreign Gov­
ernments in their own individual interests would add further 
confusion to a situation already complicated. .A policy of inter­
national cooperation was accordingly adopted in an understand­
ing, reached early in the disturbances, to a.ct together for the 
protection of the lives and property of foreigners if menuced, 
to maintain an attitude of strict impartiality as between the 
contending factions, and to abstain from any endeavor to influ­
ence the Chinese in their organization of a new form of govern­
ment. In -view of the seriousness of the disturbances and their 
general character, the American minister at Peking was in­
structed at his discretion to advise our nationals in the affected 
districts to concentrate at uch centers as were ea Uy acce ible 
to foreign troops or men of war. Nineteen of our naval ves els 
were stationed at various Chinese ports, and other measures 
were promptly taken for the adequate protection of American 
interests. 

It was further mutually agreed, in the hope of hastening an 
end to hostilities, that none of the intere ted powers woultl ap­
prove the making of loans by its nationals to either ide. As 
soon, horre\er, as a united provisional Government of China 
was assured, the United States joined in a farnrable considera­
tion of that Government's request for adrnnces n eded for im­
mediate administrative necessities and later for a loan to effect 
a permanent national reorganization. The intere ted Govern­
ments had alreapy, by common consent, adopted, in re pect to 
the purposes, expenditure, and security of any loans to China 
made by their nationals, certain conditions which were held to 
be essential, not only to secure reasonable protection for the 
foreign inv-estors, but also to safeguard and stren°then China's 
cTedit by discouraging indiscriminate borrowing an.u by insurin ..... 
the application of the funds toward the establi hment of the 
stable and effectiYe goYernment necessary to China' welfare. 
In June last representati"ve banking groups of tlle United State , 
France, Germany, Great Britain, Japan, and Ilussia formulated, 
with the general sanction of their respective Government , the 
guaranties that would be expected in relation to the expendi­
ture and security of the large reorganization loan de ired by 
China, which, however, have thus far proYed unacceptable to 
the provisional Government. 

SPECIAL :MISSION OF CO:XDOLE~CE TO JAP..\.Y. 

In August la.st I accredited the Secretary of State a pecial 
ambassador to Japan, charged with the mi ion of bearing to 
the imperial family, the Government, and the people of that 
Empire the sympathetic message of the American Common­
wealth on the sad occasion of the death of His Majesty the 
Emperor l\Iutsuhito, whose long and benevolent reign wa the 
greater part of Japan's modern hi ·tory. The ldndly reception 
everywhere accorded to Secretary Knox bowed that hi mi Jon 
was deeply appreciated by the Japan e nation anu empha iz d 
strongly the friendly relations that ha\e for o mnny years 
existed between tlle two peoples. 

SOUTH AMERICA. 

Our relations with the Argentine Repul>lic arc mo t friendly 
and cordial. So, also, are our relations with Brazil, whose 
Government has accepted the invitation of the United tates to 
send two army officers to study at the Ooast Artillery chool at 
Fort Monroe. The long-standing Alsop claim, which had been 
the only hindrance to the healthy growth of the most friendly 
relations between the United States and Chile, having been 
eliminated through the submission of the que tion to His 
Britannic Majesty King George Y as "amiable compositeur, .. 
it is a cause of much gratification to me that our relations with 
Chile are now established upon a firm basis of growing friend­
shi11. The Chilean Government has placed an officer of the 
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United States. Coast Artillery in charge of the Chilean Coast 
Artillery Schooi and has shown appreciation of American 
methods by confiding to an American firm important work for 
the Chilean coast defenses. 

La.st year a revolution against the established Go\"ernment of 
Ecuador broke out at the principal port of that Republic. 
Previous to this occurrence the chief American interest in 
Ecuador, represented by the Guayaquil & Quito, Railway Co., 
incorporated in the United States, bad rendered extensive trans­
portation and other services on account to the Ecuadorian Gov­
ernment, the amount of which ran into -a sum which was steadily 
increasing and which the Ecuadorian Government had made 
no provision to pay, thereby threatening to crush out the "Very 
existence of this American enterprise. When tranquillity had 
been restored to Ecuador as a result of the triumph.ant progress 
of the Government forces from Quito, this Government inter­
posed its good offices to the end that the American interests 
in Ecuador might be saved from complete extinction. As a 
part of the arrangement which was reached between the par­
ties, and at the request of the Government of Ecuador, I have 
consented to name an arbitrator, who, acting under tile terms 
of the railroad contract, with an arbitrator named by the Ecua­
dorian Government, will pass upon the claims that ha>e arisen 
since the arrangement reached through the action of a similar 
arbitral tribunal in mos. 

In pursuance of a request made some time ago by the Ecua­
dorian Government, the Department of State has given much 
attention to the problem of the proper sanitation of Guayaquil. 
As a result a detail of officers of the Canal Zone will be sent 
to Guayaquil to recommend measures that will lead to the com­
plete permanent sanitation of this plague and fev-er infected 

-i.'egion of that Re-public, which has for so long constituted a 
menace to health conditions on the Canal Zone. It is hoped 
that the report which this mission will furnish will point out 
a way whereby the modicum of assistance which the United 
States may properly lend the Ecuadorian Government may be 
made effective in ridding the west coast of South America of a 

·focus of contagion to the futtffe commercial current passing 
through the Panama Canal. 

In the matter of the claim of John Celestine Landreau 
against the Government of Peru, which claim arises ont of cer­
tain contracts and transactions in connection with the discovery 
and exploitation of guano, and which has been under discussion 
between the two Governments since 1874, I am glad to report 
that as the result of prolonged negotiations, which have been 
characterized by the utmost friendliness and good will on both 
sides, the Department of State has succeeded in securing the 
consent of Peru to the arbitration of the claim, and that the 
negotiations attendin.,. the drafting and signature of a protocol 
submitting the claim to an arbitra.l tribunal are proceeding with 
due celerity. 

An officer of the American Public Health Servke and an 
American sanitary engineer are now on the way to Iquitos, 
in the employ of the Peruvian Government, to take charge o.f 
the sanitation of that river port. Peru is building a number of 
submarines in this country and continues to show every desire 
to have American capital invested in the Republic. 

In July the United St~tes sent undergraduate delegates to 
the Third International Students' Congress held at Lima, 
American students having been for the first time invited to one 
of these meetings. 

The Republic of Uruguay has shown its appreciation of 
American agricultural and other methods by sending a large 
commission to this country and by employing many American 
experts to assist in building up agricultural and allied in-
dustries in Uruguay. · 

Venezuela is paying off the last of the claims the settleJLent 
of which was provided for by the Washington protocols, in­
cluding those of American citizens. Our relations with Vene­
zuela are most cordial, and the trade of that Republic with the 
United States is now greater than with any other country. 

CENTRAL AMERICA AND THE CAIUBBEAN. 

During the past summer the revolution against the admin­
istration which followed the assassination of President Caceres 
a year ago last November brought the Dominican Republic to 
the verge of administrative chaos, without offering any guar­
anties of eventual stability in the ultimate success of either 
party. In pursuance of the t?reaty relations of the United 
States with the Dominican Republic, which were threatened 
by the necessity of suspending the operation under American 
administration of the customhouses on the Haitian frontier, it 
was found necessary to dispatch special ·~ommissioners to the 
island to reestablish. the customhouses and with a guard sufii­
cient to insure needed protection to the customs administration. 
The efforts which have been made appear to have resulted in · 

the restoration af normal conditions throughout the Republic. 
The good offices which the commissioners were able to exercise 
were instrumental in bringing the contending parties together 
and in furnishing a basis of adjustment which it is hoped will 
result in permanent benefit tQ the Dominican pe.ople. 

Mindful of its treaty relations, and owing to the position of 
the Government of the United States as mediator between the 
Dominican Republic and Haiti in their boundary dispute, and 
because of the further fact that the revolutionary activities on 
the Haitian-Dominican frontier had become so acti"ve as practi­
cally to oMiterate the line of demarcation that had been hereto­
fore recognized pending the definitive settlement of the boundary 
in controversy, it was found( necessary to indicate to the tw<> 
island Governments a provisional de facto boundary line. This 
was done without prejudice to the rights or obligations of 
either country in a final settlement to be reached by arbitration. 
The tentative line chosen was one which, under the circmn-. 
stances. brought to the knowledge of this Government, seemed to 
conform to the best interests of the disputants. The bo1·der 
patrol which it had been found necessary to reestablish for cus­
toms pm·poses. between the two countries was instructed pro­
visionally to obserre this line. 

The Republic of Cuba last 1\Iay was in the throes of a lawless 
uprising that for a time threatened the destruction of a great 
deal of valuable property-much of it owned by Americans and 
other foreigners-as well as the existence- of the Government 
itself. The armed forces of Cuba being inadequate to guard 
property from attack and at the same time properly to operate 
against the rebels, a force of American marines was dispatched 
from our naval station at Guantanamo into the Province of 
Oriente for the protection of American and other foreign life 
and property. The Cuban Got"ernment was thus able to use all 
its forces in putting down the outbreak, which it succeeded in 
doing in a period of six weeks. The presence of two American 
warships in the harbor of Habana during the most critical 
period of this disturbance contributed in great measure to allay 
the fears of the inhabitants, including a large foreign colony. 

There has been under discussion with the Government of 
Cuba for some time the question of the release by this Govern­
ment of its leasehold rights at Bahia Honcla, on tbe northern 
coast of Cuba, and the enlargement, in exchange therefor, of the 
naval station which has been established at Guantanamo Bay, -
on the south. As the result of the negotiations thus can·ied on 
an agreement has been reached between the two Governments 
providing for the suitable enlargement of the Guantanamo Bay 
station upon terms which are entirely fair and equitable to all 
parties concerned. 

At the request alike of the Government and both political 
parties in Panama, an American corn.mis ion undertook super­
vision of the recent presidential election in that Republic, where 
our treaty relations, and, indeed, every geographical considera­
tion, make the maintenance of order and satisfacto~·y conditions 
o.f peculiar interest to the Government of the United States. 
The elections passed without disorder and the new administra­
tion has entered upon its functions. 

The Government of Great Britain has asked the support of the 
United States for the protection of the interests of British 
holders of the foreign bonded debt of Guatemala. While this 
Government is hopeful of an anangement equitable to the 
British bondholders, it is natmally unable to Tiew the question 
apart from its relation to the broad subject of financial stability 
in Central America, in which the policy of the United States 
does not permit it to escape a vital interest. Through a renewal 
of negQtiations between the GQvernment of Guatemala and 
American bankers, the aim of which is a loan for the rehabilita­
tion of Guatemalan .finances, a way appears to be open by which 
the Government of Guatemala could promptly satisfy any 
equitable and just British claims, and at the same time so im­
prove its whole financial position as to contribute greatly to the 
increased prosperity of the Republic and to redound to the 
benefit of foreign investments and fo1·eign trade with that 
cotµitry. Failing such an arrangement, it may become impos­
sible for tbe Go>ernment of the United States to escape its obli­
gations in connection with such measures as may become neces­
sary to exact justice to legitimate foreign claims. 

In the recent revolution in Nicaragua which, it wa generally 
admitted, illight well have resulted iu a general Central Ameri­
can conflict but for the intervention of the United States, the 
Government of Honduras was especially menaced ; bot fortu­
nately peaceful conditions were maintained within the borders 
of that Republic. The financial condition of that country re­
mains unchanged, no means ha ~ing been found for the final 
adjustment of pressing outstanding foreign claims. This makes 
it the more regrettable that the financial convention between 
the United States and Honduras has thus far failed of ratifica-
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tion. The Gov-ernment of the United States continues to hold 
itself ready to cooperate with tlie Government of Honduras, 
''hich, it is believed, can not much longer delny the meeting of 
of its foreign obligations, and it is hoped at tlle proper time 
American banker will be willing to cooperate for this purpose. 

N ECESSITY FOR GREATER COVERX:llEXTAL EFFORT IX RETEXTIOX AXD 
EXPAXSION OF OC'R YOREIGX TRADE. 

It is not possible to make to the Congress a communication 
upon the present foreign relations of the United States so de­
tailed as to convey an adequate impression of the enormous 
increase in the importance and acth·ities of those relations. If 
this Gowrnment is really to preserve to the American people 
tllat free opportunity in foreign markets which will soon be 
irn.lispensable to our prosperity, even greater efforts must be 
rnacle. Otherwise the American merchant manufactm·e1•, and 
exporter will find many u field in which American trade should 
logicalJy preuominate preempted through the more energetic 
efforts of other goyernments and other commercial nations. 

There are many ways in which tllrough hearty cooperation 
tlle legislati"v-e and executiye branches of this Go\ernment can 
do much. The ab olute essential is the spirit of united effort 
and singleness of purpose. I will allude onlv to a yery few 
pecific examples of action which ought then to re ult. America 

can not take its proper place in the most important fielcls for its 
commercial activity and enterprise unless we h:n·e a merchant 
marine. American commerce . and enterprise can not be effec­
tiYely fostered in those fields unle s we have good American 
banks in the countries referreu to. We need American ne"·s­
papers in those countries and 11ro11er means for public informa­
tion about them. We need to assure the permanency of a 
trnineu foreign sen·ice. We need legislation enabling the mem­
ber of the foreign service to be y tematically brought in direct 
contact with the industrial. manufacturing, anu exporting inter­
·e ts of this country in oruer that American busine s men may 
enter the foreign field with a clear perception of the exact con­
dition to be clealt with and the officers themseh·es may pro e­
cute their work with a clear idea of what American industrial 
an<l manufachu·ing interests require. 

COXCLUSIO~. 

Congress shoul<l fully realize the con<litions whlch obtain in 
Hie world a we find ourselves at the threshold of our middle 
age as a Nation. We have emerged full grown as a peer in the 
great concour e of nations. We have pas ed through various 
formative periods. We ha\e' been self-centered in the struggle 
to develop our <lome tic resources and deal with our domestic 
questions. The Nation is now too mahu·e to continue in its 
foreign relation tho e temporary expedients natural to a people 
to whom domestic affairs are the sole concern. In the past our 
diplomacy has often consisted, in normal times, in a. mere asser­
tion of the right to international existence. We are now in a 
larger relation with broacler right of our own ancl obligations 
to others than oursel\es. A number of great guil.ling principles 
were laicl down early in the history of this Go\ernment. The 
recent ta k of our diplomacy has been to adjust those principle. 
to the conditions of to-day, to deYelop their corollaries, to find 
practical applications of the olu principles e:xpandeu to meet new 
situations. Tl.ms are being evolYed bases upon which can re t 
the uperstructure of policies which must grow with the destined. 
progre s of this Nation. The successful conduct of our foreign 
relations demands a broad :mu a modern view. We can not 
meet new question· nor build for the future if we confine our­
selYes to outworn dogmas of the past and to the perspective 
a1)propriate at our emergence from colonial times and condi­
tion . The opening of the Panama Canal will mark a new era. 
in our international life and create new ancl world-wide condi­
tions which, with their >ast correlations and con equences, will 
obtain for hundrecl of years to come. We must not wait for 
e-rents- to overtake us unaware . With continuity of purpo e we 
mu t clea.l with the problems of our external relations by a 
diplomacy modem. resourceful, magnanimous, nnd fittingly 
ex.pre sive of the high ideals of a great nation. 

·wl\I. n. TAFT. 
THE WIIITE HOUSE, December 3, 1919. 

rIIY IC.\L VAL"C"ATIOX OF R.iILROA.DS. 

l\lr. SIMS. l\fr. S11eaker, I call up Hou e bill 22593, to 
ameml an act entitled 'An act to regulate commerce," npprornd 
February 4. 1 7, and .all acts amendatory thereof, by providing 
far i1hysical >aluation of the property of carriers subject thereto 
and securing information concerning their stocks and bonds and 
boards of directors, made privileged under a special order 
of the House, and ask for its present consicleration. 

The SPEAKER. This bill is on the Union Calendar. 
l\Ir. SIMS. Then, Mr. Speaker, I move to go into Committee 

of the Whole Hon eon tlle state of the Union for the considera-

tion of the bill mentioned, and, pending that motion, I wish 
to ask if there can not be some arrangement made ns to general 
debate. I believe the gentleman from Minne ota [l\Ir. STEVENS] 
desires time. 

The SPEAKER. The gentleman from Tenne see [l\lr. SIM ] 
moves that the House resolve itself into ommittee of the 
Whole House on the state of the Union for the consideration 
of the bill H. R. 22593, for the physical valuation of railroads, 
and, pending that, he desires to make some arrangement about 
the length of time to be consumed in debate. 

l\fr. SIMS. About how much time does the gentleman from 
Minnesota desire for general debate? 

Mr. STEVE ·s of l\!innesota. I think, Mr. Speaker, that tlli 
side would like about two hours. 

:Mr. SIMS. Does the gentleman mean fo·o hours for that 
side? 

l\lr. STEVENS of l\linnesota. Ye . The time tllnt has been 
asked for will consume nearly two hour . It i a very hn­
portant subject, and quite a number of bills hay been presented 
to the committee, and quite a number of gentlemen desire to 
discuss their mea ure . 

l\lr. Sil\lS. I am anxious, unuer the reque t of the Clla.ir, to 
try and get the bill pas ·eu thl afternoon. 

.l\1r. STEVEXS of l\Iinnesota. Mr. Speaker, I haYe half a 
dozen bills here, and the authors of those bills desire time iu 
which to discuss this •ery important matter. 

l\lr. SIMS. Does the gentleman think we can complete ti.le 
consideration of the bill this afternoon uncler the fiye-minnte 
rule? 

l\lr. STEYE~S of l\linne ota. 1.rhere are ome amendments 
to be offered. I have some amendments. an<l r under tallCl 
otherR ha Ye some whl~h the · <lcsire k• offer under the fi rP.- -
minute rule, · but the consideration of those amendments ou~ht 
not to consume Yery much time. They are for the co1T0ctio11 
of obY-ious defects in the l>iU. 

l\Ir. SIL\IS. If we conclude the general debate in Jes. than 
four hours, the gentleman will have no obj ction to taking np 
the bill under the five-minute rule? 

l\lr. STEVENS of l\linnesota. Not at nll. We desire to expe­
dite the passage of the bill. We haYe no objection whatere1· 
to the general features of it. 

Mr. Sil\lS. Then, l\lr. Sveaker, I a k unanimous con ent 
that the general debate on this biil be limited to four hours, 
the gentleman from l\linnesota [l\lr. STEYENs] to control one 
half of that time and my elf to control the other half. 

The SPEAKER The gentleman from Tennes._ee [i\fr. SIM.] 
ask that the genernl debate on this bill be limiteu to fonr hour~, 
two hours on a side, one-half the time to be controlled by him­
self and the other half by the gentleman from Minnesota. [l\Ir. 
STEYEr-s]. 

1\fr. SIMS. With the understanding tllat if we consume le s 
time than that, ,..,-e niay enter upon the con ·ideration of the bill 
under the firn-minute rule at the conclu ion of the general 
debate. 

The SPEAKER. And with the further under tandin"' thnt 
fue general debate will not nece sarily Ila re to run fonr hom· , 
but that if it runs out in le s time, then the bill may be taken 
up under the firn-minnte rule. Is there objection? 

There was no objection. · 
The SPEAKER. The que tion is on the motion of the gentle­

man from Tennes ee that the lion e resolYe it elf into the 
Collllllittee of tlie Whole House on the state of the Union. 

The motion wa · agreed to. 
Accordingly the Hou e re ol>ed it elf into the Committee of 

tlle Whole House on the state of the L'"nion for the consideration 
of tlle bill ( H. It. 22UD3) to um end an act entitled "An act to 
regulate commerce," appro...-eu February 4, 1 7, a.nd all act 
amendatory thereof, uy proyicling for phy ·ical yaluation of the 
property of carriers subject thereto and ecuring information 
concerning their tocks ancl bonds and board of director , 'Tith 
l\lr. RAINEY in the chair. 

l\Ir. SIMS. l\lr. Chairman, I ask that the bill be read. 
The CHAIRMAN. The Clerk will read the bill. 
The Clerk began the reading of the bill. 
Mr. SIMS. l\lr. Chairman, I ask unanimou onsent that tlle 

further fir t reading of the bill be dispen ed with. 
The CHAIRMAN. The gentleman from Tenn ee ask nnani­

mous consent that the first reading of the bill be di pen ed with. 
Is there objection? 

There was no objection. 
Mr. Sll\IS. Mr. Chairman, this is a yery important bill, as 

its title indicates. It was introduced by the chairman of the 
Committee on Interstate and Foreign Commerc , the gentleman 
from 6eorgia [Mr. ADA.ArsoN], and was report d by him. It was 
hi intention to can up the bill this morning under the special 
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rule which authorizes it · to be called up, and he had intended what objections, if any, there may be to the bill, I will reserrn 
to take charge of it himself. As the gentleman from Georgia the bal::µice of my tin;ie. 
[l\Ir. ADAMSON] r~ported the bill, some .members of the com- l\fr. l\IANN. Will the gentleman from Tennessee yield? 
mittee, I for one, did not give to its details that attention that 1\Ir. SIMS. Certainly. 
would have been given had I expected to have charge of it on Mr. MANN. Would not the gentleman be willing to inform 
the floor of the House. the House what the bill does do? 

The gentleman from Georgia [Mr. ADAMSON] was called home 1\fr. Sil\IS. The bill speaks for itself. The report anaJyzes 
this morning by a telegram announcing the serious and danger- the ~ill and states the objects and purposes of the bill, I eA.1)ect, 
ous illness of l\Irs. Adamson. In view of the fact . that he is with more clearness and precision than L am prepared to do. 
so familiar with this subject, and that he wrote the report, I Mr. l\f.ANN. Oh, the gentleman from Tennessee always speak.s 
ask that the report be read in my time as a part of my with clearness of definition in the House, and I am sure he will 
remarks. be .able to explain what this bill will accomplish . 
. The CHAIRI'IIA.N. If there be no objection, the Clerk will Mr. SIMS. Does the gentleman from Illinois mean what the 
read the report in the time of the gentleman from Tennessee. effect of the bill will be? 

.There was no objection. Mr. MANN. What will be done under the provisions of the 
The Clerk read as follows : bill. 
The Committee on Interstate and Foreign Commerce, to whom was Mr. Sil\IS. The bill states what ought to be done, whnt is 

referred the bill (H. R. 22503) to amend an act entitled "An act to expected, and what will be done. 
regulate commerce," approved February 4, 1887, and all acts amenda- Mr. MANN. If we should proceed on that theory we never 
tory thereof, by providing for physical valuation of the property of would have any speeches explaining a measure, but only the . 
carriers subject thereto and securing info1·mation concerning their stocks readi'ng of the bill. The bill always spe"ks for· 1·tself. Still, 1·t and bonds and boards of directors, having considered the same, report u 
thereon with a recommendation that it pass. · seems to me, the gentleman from Tennessee ·ought to explaill 

The Interstate· Commerce Commission in its annual reports has often the provisions. of the bill so that it will be in the RECORD. _ 
set forth the importance of an official valuation of the property of the M S l\IS A C · 
carriers subject to the act to regulate commerce. The difficulties en- r . I · t present, Mr. ha1rman, while I would like 
countered in .the effort to correct rates through the claims as to valua- very much to grant the gentleman's request, but inasmuch as 
tion of property have been described. ~'be opinions of the courts like- this is a unanimous report of the committee, put in shape by 
wise have laid great stress upon the element of ·valuation as a factor the chairman of the committee, it seems to me that any state­
in deteuni.ning rates. The people not only acquiesce in those views but 
they desire accurate information on the subject. Perhaps at one time ment of mine would be a mere repetition at least in substance, 
or another every Member of the House of Representatives who has and at present I hope the gentleman from Illinois will excu e 
served more than one term bas voted to authorize such official valua- """ t k' f t' f •tt 
tion. It seems to be universally favored regardless of partisan lines.. me .u.·om a nng urther ime o the comm1 ee in explaining the 
Not less important .is the matter of information as to ,the stocks and bill. 
bonds of the carrJ.er corporations, the manipulation of the finances which 1\fr. MANN. I would like to ask the gentleman from Tennes­
control those carriers, ·and the boards of directors, stockholders, and see a question in reference to the provisions of the bill, as he is 
bondholders themselves, who really give direction to all their affairs. 
The anomaly has grown up, gradually an,d unconsciously as it were, familiar with it. I notice, next to the last paragraph of the 
grown up in the courts themselves as well as the commission, that bill, on page 6, there is a penalty provision which provides that 
public carriers are to be allowed to charge an income on what they owe in case of failure or refusal on the part of any carrier, receiver, 
as well as on what they own. Nobody else in the world with whom 
we are acquainted is allowed that privilege. First, there is a claim set · or trustee to comply with all the requirements of this act, and 
-iw of the investment, actual or watered, and an inc-0me is allowed for so forth, he shall forfeit $500 for each such offense. The lan-
~fues;het11'e 1i8nt!r~s~r~~ft£~eb~3~ i~h~~~~aer3ed11~~~ b:i~~~~~~ ~~~ guage "this act" there means, as I understand it, the inter-
for that, whether the bonds sold at par or at a Uberal discount, or state-commerce act, because this is a new section of the inter­
whatever the circumstances may have been. Furthermore, financial state-commerce act. Here is a penalty provision relating to the 
institutions and sources either identical or more or less related secure failure to comply with all the requirements of the interstate­
control of the issues of stock and the boards of directors and thereby 
easily control the issues of bonds. Then it is not surprising that com- commerce act, but there are now many penalty provisions in 
mon stockholders and common directors in different corporations }Ilanage the interstate-commerce act itself. The question I want to ask 
to pince the bonds in the bands of common bondholders. th tl · W uld t th· t 1 thi 

Whatever the evils or advantages of such financial manipulation e gen eman IS, 0 no is opera e as a repea , 's 
and consolidation may be it is unnecessary in this repo1·t to discuss . being a new provision relating to penalty, assuming that you 
The c-0mplaints of millions of shiopers attest the dissatisfaction of can not have two penalties for the same violation of the law? 
the people. They are entitled to liave the truth known. Full infor- J\Ir. SIMS. 1\fr. Chairman, I think this a,mendment which 
mation, full publicity as to the true conditions of the issues of stocks has J'ust been r·ead, which i'.s an a.mendment to the m' terstate­and bonds, the cost to the ·bolder, the price realized by the carriers, 
the disposition of the money, the facts as to the manipulations, will commerce law, has reference to the penalty that will be applied 
all shed light upon the question of correcting rates by the commis- to the violation of the provisions of this amendment and will 
sion and their revision by the courts, and the information of all 
those things will help the people to a correct understanding thereof. not apply to the entire interstate-commerce act. That is ruy 
If the wrongs complained of have been exaggerated, the people will opinion. 
be satisfied when ·they b.-now the truth. If, on the other hand, the 11.r.. • 
alleged wrongs or any considerable part of them are shown by the .ll.u.·. SA.BATH. I think it is quite clear, Mr. Chairman. that 
investigation really to exist, in the light of the truth they can be cor- the language of this section applies to the refusal of the car­
rected. It is our intention in reporting this bill thnt when the pro- rier, receiver, or trustee in this section a.ione. 
posed investigation shall have revealed the truth as to the matters ,, · 
involved, · the light shall contitlue to shine on all future transactions JU.l'. MANN. I think my colleague from Illinois did not hear 
and operations as to physical property, stocks, bonds, boards of what I read f-rom the bill. Immediately following tile provision 
directors, and .financial control. To that end the bill provides that ,,.,.hich m coll f t · · · I t· t th 
the commission shall continue to keep itself informed by continuing " Y eague re ers O is a prov1s10n re a mg o e re-
the investigation as to all extensions and new constructions and im- quirements of the act. The act is the interstate-commerce act, 
provements and all increases in physical value1 so as to keep such and it is so treated in all amendments of the interstate-corn­
official valuation up to date all the time. Existing law, in section 20 merce act. 
of the act to regulate commerce, already provides for similar work 
and information as to stocks and bonds, so that if this bill passes it Mr. SA.BATH. I notice what the gentleman has in mind. 
will not only result in securing information as to present coiiditions l\Ir. MANN. I think that ought to be made the pro-visions of 
but also in continuing the work so as to show forth the tun · truth· and the section, because some of the penalties pro\ided in the inter­
exact facts as to future transactions as they occur, so as to sh-0w the 
true condition at all times. state-commerce act are much more onerous than the penalties 

We hope that the bill herewith reported may meet with the approval provided in this section. I did not know whether there was any 
C?f Congress and speedily become a law. · reason for it or not. 

- 1\fr. SIMS. Mr. Chairman, the very able and clear report which Mr. SIMS. Of course it is not· the purpose of the committee 
has just been read, and which was prepared by the chairman to relax, reduce, or minimize any penalty now in the law with 
of the committee, Mr. ADAMSON, explains the objects -and pur- reference to other matters. 
poses of the bill. This is not a new subject. ~"This matter has Mr. MANN. I am quite sure that is not the desire-of the com-
been before the committee many years, as I 'am informed by mittee. 
Members who have served longer than I have on the com- l\fr. SIMS. And the words "this act," I feel, were intended 
mittee. The _question of the physical _valuation of the property to apply only to this section. I think that would be a fair· con­
of common carriers is made necessary i.il every question in struction, especially in penal cases. 
which the reasonableness of a rate is involved in the courts Mr. M.A.1\TN . . I think that would not be tlle construction gi"rnn 
and before the Interstate Commerce Commission and before the by the act; because in all the amendments to the interstate­
various State commissions. I am informed by those who have commerce act, and there are many of them, wherever tlle term 
served longer than I have on the committee that this bill, or "this act" js used in any of the amended sections it means the 
similar bills, have been favorably reported frequently by the ~ntire interstate-commerce act and not the act making the 
committee. This is a unanimous ret>ort from the committee. 

1 

amendment. 
There is no objection to tlle bill that I know of coming from Mr. SI1\fS. And if it should be thought by the committee 
any member of-the committee, r nd for th~ ~resent, not knowing that th~ wo~·d "act" ~hou~d be sh·icken out and the word 
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" section " inserted in lieu thereof, of course that can . be done 
when we consider the bill under the five-minute rule. As I 
stated before, I did not prepare this bill. 

l\Ir. MA:NN. I thought possib1y .it would be easier to arrive 
at an understanding now than it would IJe when we had ex­
hausted the general debate. 

l\lr. Sil\IS. I would not be willing myself to say what the 
committee would be willing to do without consulting the other 
members of the committee. 

I reserve the balance of my time. 
· ' l\Ir. BUTLER l\Ir. Chairman, be ore the gentleman sits 
down I desire to ask him a question. It is stated in the report 
here that a measure similar to this has been voted for by the 
Members of the House who have attended more than one session 
of Congress. No such bill as this has ever passed the House, 
has it? 

l\Ir. SIUS. I can not state from my own knowledge. I have 
been a member of this committee only one Congress prior to this 
Congress. 

.Mr. fAl'i"'N. l\Ir. Chairman, if the gentleman will pardon me, 
I think I can an wer the gentleman fr.om Pennsylvania. 

.Mr. SIMS. Certainly. 
Mr. l\IANN. When there was up for consideration in the last 

Congress a bill to amend the interstate-commerce law, on the 
floor of the House my colleague from Illinois [l\Ir. MADDEN] 
offered an amendment very similar to the provisions of this bill, 
providing for the physical valuation of railroads, which amend­
ment was agreed to. In conference I tried to have that pro­
Tision retained, but was unable to do so. It was not in the law 
when it was enacted. The provision went out in conference. 

Mr. SIMS. Mr. Chairman, I reser'Ye the balance of my time, 
and ask that the gentleman from Minnesota now use some of his 
time. 

[:Mr. STEVENS of ~Iinnesota addressed the committee. See 
Appendix.] 

l\Ir. SIMS. Mr. Chairman, I yield to the gentleman from 
Indiana [Mr. CULLOP], a member of the committee, such time as 
he may desire to use. 

Mr. CULLOP. Mr. Chairman, the purpose of this measure is 
to ascertain the physical valuation of the railroads, for the pur­
pose of preventing impositions on the public, in the sale of capital 
stock, bonds, and the fixing of transportation charges. 

There can be no question that there is a demand for such 
legi lation, and the object of this bill is to satisfy that demand. 

Railroad rates a.re to-day fixed in a manner which is abso­
lutely unjust to the ultimate consumers and the shippers of the 
country. Transportation rates are fixed on three items of con­
sideration as the basis, first, to pay operating expenses and 
improvement charges; second, to pay interest on the bonded 
indebtedness; and, third, to pay a reasonable dividend upon the 
capita.I stock. The first basis is just. The second is absolutely 
wrong, and if the second and third are both employed, as is 
now done, they constitute a. double charge upon the shipping 
public, which must be paid by the ultimate consumers of the 
country and thereby constitutes a burden on them. It is not 
fair to charge a r:;tte that will make a sufficient earning to pay 
the interest on the bonded indebtedness and a divjdend on the 
capital stock. Either the money raised by the bonded in­
debtedness went into the pockets of the owners of the railroad as 
a net profit, or it was invested in the construction and equip­
ment of the road. If, therefore, a rate is charged which will 
create earnings to pay the interest on the bonded indebtedness 
and also a dividend on the capital stock-which more than 
coyers every dollar of bonded indebtedness-such a basis nec­
e sarily constitutes a double charge. For that reason the pres­
ent basis of fixing railroad rates in this country is absolutely 
erroneous, and gh·es the o-wners an unjust advantage over other 
business enterprises. 

I call attention to the fact that the ultimate consumer nec­
es arily pa~s eyery dollar of freight rates imposed in this 
country. Those freight rates are a charge upon the products 
which are shipped, and a.re added to the cost price, which the 
ultimate consumer must inevitably pay. He suffers the unjust 
con equences of such a method and bears the burden of the 
intolerable system. · 

Again it is a well-known fact that there is an overcapitaliza­
tion of nearly every railroad in the country. The capital stock, 
as a usual thing, is more than double the actual cost of the 
building and equipping of the railroad. In many instances not 
only is the capital stock double the amount of the bonded in­
debtedness, but sometimes three or four times the value of the 
road, and in many instances the bonded indebtedness, the moi·t­
gage indebtedne s, of the railroad is greater than the actual 
cost of the building and equipping of tl.'-e road itself. So that, 

therefore, . to . chai·gea freight rate and fix it on the basis now 
employe.d enough to pay the interest on the bonded ind.ebtedne s 
anf;t a · 4ividend on the capita.I stoc.k is an outrage against the 
ultimate consumers of the country. It is this manner of fixing 
rates as now employed in this country, this manner of fixincr. 
transportation charges by the great common carriers of th~ 
country, which retards the development of the country and 
prevents the full realization on investments in other industrial 
enterprises. · · 

Many things are produced on the farm and in the factories 
for which there is a demand in the conge ted centers of popu­
lation, but because the cost of the conveyance of the e thincrs 
from the point of production to the point of consumption is ~o 
expensive suc:U articles can not enter the commerce of the 
country and are valueless to the producer. The manner in 
which these rates are fixed does injury to the investment of the 
people in other lines of busine ·s as well as to the ultimate con­
sumers of the country. Producers and consumers are affecteu 
alike. 

That is whY: a new policy and a new system for the levy.ing 
of transportation rates should be adopted by every line of com­
mon carders throughout the country. This is why the demall(l 
for this legislation is so universal and is hailed as a. relief. 

Some objection has been made to this measure because of its 
cost. On this subject I wish to call the attention of the com­
mittee to what the institution of this system of ascertaining the 
physical ·rnluation of railroads would cost the country. I want 
to read from the testimony of Judge Clements, a. member of the 
Interstate Commerce Commission, upon this subject. On page 4 
of the heariiigs before the committee he said : 

Speaking ~f the probable cost, it is, of cour e, very difficult even to 
make an estimate that would be at all reliable. Prof. Adam who was 
our former statistician, and who was employed as a speciai a(7ent of 
the commission to aid us in putting in practice the operation of a 
syst!'!m of bookkeeping and accounting of reports under the twentieth· 
sect10n of the Hepburn Act, considered this matter when he was with 
us a few years ago, and his final estimate was, as well as he could 
judge, that it would probably take $3,000,000 for valuation. He had 
previously made a smaller estimate than that, but on account of in­
creased mileage and a review of what would probably be. neces ary 
in the way of employing a. sufficient corps of l'ngtneers and experts to 
do . this work, .and do it accurately and satisfactorily, he revised hi 
estimate and, 1Il the year 1908, when this subject was up expressed 
the view, in connection with a bill that wai:; pending before' the Senate 
committee and some corre pondence we had with President Roosevelt 
that it would probably take $3,000,000. Mr. Adams had aided iii 
making the valuation in Michigan of the railroads in that State some 
year· ago, which I understand was made for taxation purpo es. 

Now, it may be further added that it will probably take from 
three to five years' time to do this work properly, thoroughly, 
and well. This demand made for the reyision of the method of 
leyying rates now requires early action in order to afford the 
facilities necessary to aid the public in seekincr lower rates 
for transportation and relief from unjust burdens which bear 
heavily on the busines of the entire country. 

'l'here is another thing about this bill that ought to be · con­
sidered, and that is that it will to a large degree, if not 
altogether, stop the overcapitalization of railroads nnd the 
overbonding of them. It will stop the imposition which to-day 
and for years has been practiced, the abuse of selling ""atcred 
stocks and inflated bonds to innocent purchasers. I am aware 
of one argument that will be made against it, and that is that 
these stocks -have passed into the hands of widows and orphnns 
of the country and superannuated preachers. I take it that 
that argument is not sufficient in the mind of any gentleman 
upon this :floor to oppose the passage of such a measure a this. 
If such people have been unfortunate in their investments, they 
must stand upon the same basis with other people who have 
been likewise unfortunate. But it is not fair to 90,000,000 of 
people that they should be required to pay unjust and enormous 
transportation tolls and haYe the development of our country 
restricted in order that the investments of a few may be made 
safe and good. Better it would be that Congre s would ap­
propriate the money to make restitution to them than to 
impose uporr 90,000,000 of people, as is being done now in the 
fixing of transportation rates in this country, and retarding the 
commerce of a great country. It would be cheaper to the peo11le 
in the end. 

Mr. COX of Incliana. Will the gentleman yield? 
l\lr. OULLOP. I will. 
l\Ir. COX of Indiana. In that connection I want to ask thi 

question, if I can make myself plain to the gentleman. I do· 
uot remember the total bonded indebtedne s of the railroad , but 
it is several billion dollars. 

Mr. CULLOP. And thep some. 
l\Ir. COX of Incliana. I do not remember the total capitnliza"' 

ti<;m; but the gentleman stated a moment ago, and I think' 
truthfully, that now railroads charge freight rates with the 
view of paying the intere t on fixed charges, and some of the 

•I• 
1 1 t· 



1912 ..• CON GR.ESSION AL RECORD-HOUSE. 49 

fixed ·charges are llie bonded indebtedness of tile railroa~s. 
Suppo e this bill becomes a law, and then suppose Oie comm1~­
siou finds that certain railroads in this country are overcapi­
talized-that they have more bonds issued which are making 
fixed charges against the railroad than are really necessary. 
Docs not the gentleman belieye that still the railroads will :have 
the right to fix their freight rates with a yiew to meeting those 
fixed charges? 

Ur. CUI'..LOP. Mr. Chairman, I will n.nswer the gentleman 
in this way. It is the object of this bill, according to my under­
standing, that the capital stock and bonded indebtedness ~hould 
baYe nothing whateyer to do with the fixing of the railroad 
rates in this country. It should be the policy of the Govern­
ment that private business is never to be guaranteed; and if 
the owners of railroads make bad investments in their bt1siness 
methods make extrayagant purchases, and the construction of 
the roads is imprudently done, then the innocent public should 
neyer as a matter of common justice, be taxed to make up 
for the errors of any man's business judgment. It is not right 
as a public policy, and it is not the intention, I will say. to .the 
aentleman to let the bonded indebtedness or tile o-rercap1taliza­
tion, the ~reation of great financiers, those engaged in high 
finance, be the subjects for the plunder of the innocent people 
of the country or to retard the development of the greatest 
country on earth, as is now being done. In e-rery line of busi­
ness men suffer for their own mistakes in jud'gment and not 
the public. 

Mr. COX of Indiana. Will the gentleman permit me further? 
1\Ir. CULLOP. Certainly. 
1\Ir. COX of Indiana. Right in that connection, that may 

all be true, but does the gentleman believe tllat the Supreme 
Court of the United States would stand for the Interstate 
Commerce Commission or any other power fixing freight rates 
to the extent that the freight rates thus fixed woulu become con­
fiscatory of the bonded indebtedness or capitalization of the 
railroads of the country? 

l\Ir. CULLOP. Mr. Chairman, the term "confiscation" has 
been used as a scarecrow in this country for more than a quar­
ter of a century. It has been made do overtime. Why should 
the Government guarantee anybody's priYate investment? It 
has no more right to do that than to guarantee the investment 
of a man in his farm, in a store, or in a factory. 

Yet it is proposed by some .that when a man undertakes to 
build a public utility, building it for making profit, for earning 
money on his investment, the Government ought to step in and 
permit him to fleece the public in order to make his business 
successful. Such a proposition is indefensible, and whenever 
presented it shonld be rebuked. Goyernments were institutell 
for the benefit of the governed and not the governed for the 
benefit of governments. Courts should uphold, if it can rea­
sonably be done, the will of the people as expressed by their law­
making powers, and the principle in-rolred in this measure is 
not repugnant to the rule of our courts so far expressed on 
similar questions . . 

To-day, under the method in which railroad rates are leyied, 
the basis employed, there is not a railroad in the country that 
can lose money if it employs intelligent business methods. If 
it does not earn profits, it is because of its bad business manage­
ment. Against this no legislation could safely be enacted which 
would assure good business management. 

Mr. COX of Indiana. Will the gentleman yield for one other 
question? 

Mr. CULLOP. Certainly. 
1\Ir. COX of Indiana. Let me ·ask the gentleman this question: 

Does he believe it would be just and equitable to any person, 
innocent or otherwise, who is the holder of railroad stock or 
bonds, for any commission or power to fix freight rates to the ex­
tent that the railroad company that had issued the bonds or tile 
stock would be unable to meet those obUgations when they fell 
due? 

Mr. CULLOP. Which side does the gentleman mean to be 
fair and just to? There are two sides. I want to be fair and 
just to both; but that question implies to be fair to only one 
side, and that is the railroad side of the question. The public, 
which bears the burdens, h:ne some rights which should not 
be ignored. 

Mr. COX of Indiana. Oh, I beg the gentleman's pardon. I 
mean the investors in the stock. 

Mr. CULLOP. But it was the duty of the inyestor in the 
stock to examine before he· inyested. If he was careless, he 
must suffer the consequences. 

Mr. COX of Indiana. Suppose he did examine before he in­
vested and satisfied himself that he was safe in inyesting his 
money? 

XLIX--4 

Mr. CULLOP. Then he stands upon the same basis as every 
other inrnstor in this country. He can ask no more and should 
expect no less. 

Mr. COX of Indiana. He stands upon the basis, then, of an 
innocent purchaser for value. 

Mr. CULLOP. No; he took his chances. He was not an inno­
cent purchaser if he knew there was more capital s~ock than the 
property was worth. If he purchased inflated stock he, rather 
than the public, should suffer. 

J\Ir. COX of Indiana. But suppose he did not know that? · 
l\Ir. CULLOP. But it was his duty to examine and see. He 

was not an innocent purchaser if he knew or by -rigilance could 
ha -re known there were more bonds or stock issued than the 
railroad was worth. 

Mr. COX of Indiana. But perhaps the fault might haye been 
in Congress or in some other legislative body. 

l\Ir. CULLOP. Then his duty was to · examine more care­
fully before he put his money into the project, and if he did 
not he would be estopped from complaining. 

Mr. COX of Indiana. Suppose he exhausted his ability in 
examination? Then, does the gentleman beliern that man 
should be cut out? 

Mr. CULLOP. Then he made a bad business venture, and, like 
many others ha-re done, must suffer the consequences. Suppose 
the same arguments were made as to the reduction of the tariff? 
Then revision downward could never be made-and here is n. 
greater source of fleecing the public as now employed than eyer 
existed by virtue of any protective tariff in this country, be­
cause where the protective tariff takes one dollar out of the 
pockets of the ultimate consumers the railroad companies take 
five every day in the year. 

l'iow, if some man, in his zeal to buy cheap stock and earn 
large dividends or large interest on his inrnstment, steps in and 
takes his chance with the rest of the world, he can not come 
to Congress and demand legislation to make it good at the 
expense of the public. The many who are made to suffer by 
it haye as much right to be protected in the fruits of their toil 
as does the man who buys railroad stock or railroad bonds or 
any other speculatiYe security. 

Mr. SA.BATH. There is nothing in this bill that would 
preYent anyone from disposing of any of his stocks or bonds? 

:Mr. CULLOP. Nothing whatever. Every holder is at liberty 
to sell when he pleases. 

Mr. SA.BATH. And anyone could easily dif?pose of his hold­
ings. 

1\Ir. CULLOP. Certainly he could. Now, let us look at the 
origin of the present system employed. Fifteen years ago there 
started in a movement for legislation to make just such a thing 
as we haYe now constructed the basis upon which rates should 
be levied. Railroad companies increased their capital stock 
three, four, and fiye hundred per cent without adding values, 
Why? Because it w-as to be taken as the basis f.or earning 
dividends for them on the amount of capitalization. It was 
a well-directed and well-conceived plan to get exorbitant 
rates-dividends on watered stocks, Qn fictitious values. There 
was a well-directed plan to get at the basis which is now em­
ploy_ed, and with that purpose in view the railroad companies 
began to increase their capital stock without additional inYest­
ment of any consequence until they increased it in many in­
stances more than three hundredfold. What was the result? 
Then they began to bond, and many of the best railroads of 
the country to-day are bonded for more than enough to build 
and equip them. What was ttre object in all of this? The 
object was to increase earnings, and not to improve facilities. 
It is the only institution so far known which earns a profit 
on its indebtedness. Indebteclness is always loss, but here is 
an instance in which indebtedness is a great profit to the trans­
porta lion companies. Such has been the method all along the 
line in the regulation Qf this great business. 

Mr. HARDY. Will the gentleman yield just for a question 
or suggestion? 

l\Ir. CULLOP. Yes. 
l\Ir. HAilDY. It seems to me by way of answer to what the 

gentleman from Indiana [1\Ir. Cox] asked, or the proposition he 
has suggested, that the supreme courts themselves haye already 
held that the standard of rate or measure of rate is not to be 
determined by the capitalization of the road. 

Mr. CULLOP. Certainly. 
Mr. HARDY . . And that the capitalization is only to be con­

sidered by the court, if at all, as one_of the elements of evidence 
as to what is the real capital upon which the companies are en­
titled to earn a dividend, and they are entitled to earn a dividend 
upon nothing more than their real capital. I think that is the 
holding of the courts. 
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:Mr. CULLOP. The gentleman is correct. Now, - I will call 
the attention of the gentleman from Indiana [Mr. Cox] to the 
cases collated in the hearings in which the doctrine is laid down 
in a number of them, in which the very basis that the gentleman 
from Indiana incorporated in his question is denied by the court 
and the opposite contenti-0n is sustained. 

Mr. COX .of Indiana. I beg the gentleman's pardon, I am not 
assuming any position; I was simply seeking information. 
· 1\Ir. CULLOP. Wel1, the one in\olTed in your question. 

Mr. COX of Indiana. I was trying to get at the gentleman's 
views, taking it for granted that the gentleman, being .a member 
of the committee, has given it a lot of study. I have not. 

Mr. CULLOP. The courts n.ll over the country have held, as 
I recall the cases, that the proper basis of levying qf rates for 
transportation is not by taking into considerati-0n alone the capi­
tal stock and the bonded" indebtedness, but it is the real invest­
ment as the true basis. The actual investment is the proper 
bn.sis, and that is a fair way to look at it; that is an equitable 
basis that the courts ought to and do assume and which indi­
>iduals ought to assume in adjusting this matter by legislation. 
This question has become a public matter-one of the greatest 
importance. Its proper solution requires the serious considera­
tion of every lover of our country who has its welfare at heart. 
E·rnry year upon the farm go to waste great values in products, 
cheap p1;oducts, because the cost of con>eyanc.e to market is too 
expensive. In the congested centers of population hungry 
mouths are pleading for them, but the cost of transportation be­
tween the points of production a11d the points of consumption is 
so great that the people ·-can not afford to have these products; 
neither the producer nor the consumer can afford to pay the cost 
charged for conveying them to points of consumption. Now, 
that is the situation which confronts us. Go to your coal mines, 
:md to-day coal rates in the best part of the coal-mining districts 
of the great Mississippi Valley are so high that it hampers this 
great industry and retards its aernlopment. Cost of transporta- . 
tion eats up the profits and Tetards the industry. 

It i"'3 the cost of transporting the coal from the mines to the 
places of consumption which is holding back in our country one 
of the greatest industries e>er developed in it. It is reduc­
ing the amount of production in the manufactories. It is hold­
ing back industrial pursuits, because the cost of putting the 
goods upon the market is so great. The cheaper you make an 
article to the ultimate consumer the more of it is consumed. 
The higher you make it the less of it is consumed. And the cost 
of transportation to-day is doing more to affect th~ high cost 
of living than perhaps any other one item which enters jnto it 
at this time. Products which are going to waste on the farms, 
for which the farmer ought to i·ealize profits on "his investment, 
on his labor, could be, if properly regulated, transported for less 
money to the places where th~re are demands for them and 
thereby be of value to the country and the people who desil'e 
them and a profit to the men who produce them. But this is pre­
vented because of the cost of n·ansportation as levied upon the 
basis fixed at the present time. 

It is not fair to the public that it be taxed to earn dividends 
on watered stock; that freight rates be fixed at such price as 
to pay di\idends upon watered stock that cost the railroads 
nothing. When such a procedure is permitted nothing is 
turned into value, and millions m:e made by such a policy which 
have never been earned. Such a policy is unjust and lmfair. 
This bill will in a yery large ·measure eliminate that system 
and will to a certain extent wipe out the system of high financ­
ing in this country by which the innocent public is exploited so 
often. That is one of the objects of it, and the country will 
approve it. 

l\Ir. BUCHANAN. Will the gentleman ·yield? 
. l\Ir. CULLOP. Certainly. 

Mr. BUCHANAN. I am aware that there is a g reat differ­
ence between the price of products at the farm a ud the price 
in tlle cities, but I do not know that it is all due to the high 
freight rates. For ex-ample, I have known potatoes to sell for 
30 cents a bushel on the farm and probably sell for 40 or 50 
cents a peck in the cities. I am not certain that the railroad 
rates has all to do with that I think commission merchants 
and stock exchanges have often 'Something to do with this 
great difference in the cost of the price to the producer and the 
price to the consumer. Can the gentleman give any informa­
tion in regard to that? Has there been any explanation given 
in the hearing? 

Mr. CULLOP. I will be pleased to nnswer the gentleman so 
fa r as I can. I do not claim, and never hav~ claimed, that the 
c-0s t of tran purtation was the sole cause of the high cost of . 
living. But I do claim it is an element which enters into i t . 

Mr. BUCH.A,,.~A . If the gentlemun will please permit---. 
Mr. CULLOP. Let me answer the gentleman's -question. 

Mr. BUCIIAN.AN. I would like to get ' at just one thing. Is 
that due to the fact that the farmer can not often ship his 
produce because of not being able to get a market for it and 
abnormal high price for the pr<Xluct that the producer can not 
market? 

Mr. CULLOP. In part, yes. What I do claim is that one of 
the items which enters into the high cost of living is the high 
cost of transporting the products to market. There are other 
items which ·enter into it. This bill will not eliminate all of 
them. We are n-0t claiming that for it. But we must eliminate 
those, if we can, one by one. You will not eliminate all of 
them with one great legislative swoop, because there is a com­
bination of circumstances which brings about that result, and 
this is one of them. Now, it is true that sometimes the want of 
transPQrtatio11 facilities does have something to do with it. 
The scarcity of cars, bad roads, and a number of things may, 
enter into it which prevent producers from putting products 
on the m.arket. 

Why is wheat higher in the distriet of the gentleman from 
Illinois {Mr. CANNON] than it is in my district? Is it because 
he is nearer the initial market than the people of my district? 
The difference in transportation alone makes the difference in 
the price of wheat between my city and his city. 

Why is wheat higher in Indiana than it is in Oklahoma? Be­
cause of the difference in the cast of the difference in distance 
from the initial market. Chicago is the initial wheat market 
fo r all the l\lississippi Valley. Why is wheat higher in Chicago 
than it is in St. Louis? Beeause Chicago is the initial market 
and the cost of transportation from St. Louis to Chicago is the 
difference. Now, ju t as long as the present system prevails 
that l-0ng will the public have to bear this unjust burden. Just 
as .soon as it is eliminated the burden it imposes will be re­
moved and the producer and consumer alike will b-e benefited 
thereby. 

It is unfair to the public that the Government should guar­
antee the investment in stocks and bonds. and yet that js the 
effect of the present system. If th-e stock and bond speculntor 
wants to go on th~ market and speeulate, the Govemment ought 
not to guarantee his investmen_!s. Wh-0 ought the Government 
to protect? The producers and consumers. and not alone the 
speculator who thrives by the manipulation of the 'Stock market. 
The speculator is taking his .chances in the mad race of specu­
lation. Slwuld the Government throw its strong arm a.round 
him .and protect his chance s.peculati-0n at the expense of the 
innocent producer and the helpless ultimate consumer of the 
country, or should it prot.ect the one who earns bis living by 
the empl-Oyment of his muscle and mind? That is the proposi­
tion involved here. For meJ I want to stand by the producer; I 
want to h.elp the helpless .consumer of this eountry, and not t lle 
stock .speculator who takes his chanees on the opportuuitie- of 
trade of this >Country, beca.use he is not so de erving as the other, 
whoever he may be. It w-0uld give a great impetus to e·rnry 
manufacturing industry, to every· mining industry, to €very 
farmer in this country, and it would multiply the productions 
of the farm, factory, and mine, and the cheap.er pr-Oducts which 
now go to wast.e could be put into the markets o'f. the world 
where there is a demand by the ultimate consumer, and it ""'ould 
thereby help all. 

Now, Mr. Chairman--
Mr. FOSTER. Mr. Chairman, I would like to nsk the g nOe-

man from Indiana a question. 
The CHAIRMAN. Does the gentleman yiel<l? 
Mr. CULLOP. With pleasure. 
Mr. FOSTER. Is there anything in this bill which excludes 

watered stock in railroads; or which in the -future would pre•ent 
the issuance of watered stocks, -0r which makes the iln·estment 
secure in stocks where the railroads do not go out and ~ell 
watered stocks! 

Mr. CULLOP. I may state to the gentleman from TI1inois 
that the theory of this bill is that the physical vnluation of 
the properties shall be determined irrespective of their capitali­
zation .and their bonded indebtedness, and the rates fixed upon 
that, so that there will be no inducements to the overzealous 
speculator of the country to rush in and buy wnterecl tock or 
infia ted bonds. 

l\Ir. FOSTER. Well, is there anythir!g in this bill to pre1ent 
that? 

Mr. CULLOP. No, there is nothing to pre>ent it; but the 
basis for regulation, if adopted, will of itself pi:event it. It is 
to -ascertain what is watered stock, how much is overbonded 
indebtedness, and get at the genuine or real value of the prop­
erty,_ and fix the transportation rates upon what the real values 
are. That is the purpose and object of the bill. Then it .takes 
away, when :fixed on that basis, the inducement to persons to 
buy watered stocks, because the opportunity to earn dividends 
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on such stocks by the operation of the properties will be de­
stroyed, and hence there will be no demand on the market for 
them. 

I can say further to the gentleman, here is the trouble about 
that proposition in Federal legislation: These corporations, as 
a rule, get their charters from States and not from the National 
Government, and that regulation necessarily belongs to the 
several States of the Union. But when you fix the rate on the 
basis contemplated by this bill, there will be no inducement for 
oyercapitalization or excessive bonded indebtedness. 

l\Ir. FOSTER. Well, does the gentleman think that when 
this valuation is made that will prevent the issuance of watered 
stock by common carriers? 

l\lr. CULLOP. Yes; I think there would be no inducement, 
and if there is no inducement to issue watered stocks, then none 
would be issued. Such stock is issued only upon the inducement 
that it can be sold, and if you will eliminate the inducement 
entirely, then you will ha ye removed the evil from the public. 

l\Ir. ADAIR. 1\Ir. Chairman, will the gentleman yield for a 
moment? 

The CHAIRl\l.A.1~. Does the gentleman yield? 
Mr. CULLOP. Yes; certainly. 
Mr. ADAIR. Would not the wry fact that the valuation of 

the e roads is known make it impossible to unload watered 
stock on the public, because the public would know the yalue? 

l\Ir. CULLOP. Exactly. That is it exactly. 
There is another proposition which I want to call to the at­

tention of the committee. These companies gim one yaluation 
for purposes of taxation, to raise public revenues, and then an 
altogether different valuation of the property to the Interstate 
Commerce Commission for the basis of charging the public for 
service to earn revenues from the public, which all, I take it, 
will concede to be unfair to the public. If the roads fix one 
value for taxation, why should they not be bound by the same 
valuation for the fixing of service charges. If it is fair that 
they should be taxed upon a certain valuation, then it is also 
fair that the public should be taxed on the same valuation for 
the transportation services performed. I do not belieye any 
man will deny that proposition. 

The question involved in this legislation is of vast impor­
tance to the public and upon the result depends much the con­
ditions which shall follow, whether it shall retard or accelerate 
the development of our country and inspire the prosperity 
of the people. Common carriers render public service and should 
be regulated to the end that the country shouhl be benefited 
thereby. 

We are living in an age of wonderful progress and the eyolu­
tion of the times produces marvelous strides in the develop­
ment of every human activity. 1\Iore is being done daily and 
more is required to be done to aid every agency human in­
genuity can employ to facilitate the progress of the times so 
essential to secure the contentment and happiness of the people 
and to inspire and accelerate the prosperity of our country. 
Legislation to this end is demanded in order that the require­
ments of public weal may be assisted and public wants sup­
plied for the promotion of the common welfare and the general 
benefit of the entire public. 

l\Ir. STEVENS of Minnesota. 1\Ir. Chairman, I yield to the 
gentleman fJ;om Wisconsin [1\Ir. EscH] 10 minutes. 

[:\lr. ESCH addressed the committee. See Appendix.] 

Mr. STEVENS of Minnesota. l\lr. Chairman, I now yield 10 
minutes to the gentleman from Wisconsin [l\Ir. LE1\~00T]. 

.l\Ir. LENROOT. Mr. Chairman, I shall vote ~ry cheerfully 
for this bill, although I am not wholly in favor of certain pro­
visions of it. l\1y chief criticism is found in the first paragraph, 
which is a mandate to the commission to find the value of the 
property of every common carrier subject to the provisions 
of the act and used by it for the convenience of the public. 
That is a mandate to the commission to find the value of the 
property, and the value so found is to be taken as the value 
for rate-making purposes. 

Now I believe, 1\Ir. Chairman, that that is a mistake, for the 
question is far from being Eettled in this counh·y, either by 
judicial interpretation or legislation, as to what elements go 
to make up the value of the property of the railroad for rate­
making pm;poses. No hard and fast rule has ever been declared 
by any court; but the courts are unanimous upon one proposi­
tion, and that is that the physical valuation of the railroads is 
an indispensable element to be taken into consideration in the 
making of rates, and for that reason I wish, instead of a man­
date to the commission to find what the value of the property 
is, that this bill had been limited, as far as value is concerned, 
to finding the physical value of the property, and then leaving 

to the commission to determine the question of value in each 
particular case as it comes up. 

Now, Mr. Chairman, there are a great many questions that 
remain to be settled with reference to this question of value. 
For instance~ take this great passenger station of the Pennsyl­
vania Ilailroad here in this city, their station in New York, , 
and the North Western Station in Chicago. Under this bill I 
take it the commission in finding the value of the property of 
the Pennsylrnnia Railroad used for the convenience of the 
public, will include the value of this station, running into many 
millions of dollars, and I take it that the policy of this bill is 
that that shall be included as a basis of rate-makin"' purpose . 
l\fr. Chairman, it is not at all certain that that is the correct 
basis for rate-making purposes, especially for freight rates. 

It is certainly a doubtful question whether those who ship 
freight upon the Pennsylvania Railroad should be compelled 
to pay in freight rates for these expensive pas enger stations, 
erected exclusively for the use of pas enger traffic. That is 
one of the questions ; and yet if we have the commission in an 
ex parte way find the value of these properties as an entity, I 
take it that the railroads will claim that Congress has declnrecl 
the policy that they shall be entitled to exact such rates as will 
pay a fair return upon the total yalue of the property so 
found. 

And so, l\Ir. Chairman, I wish that the very first paragraph 
might be limited to ascertaining the value of the physical 
property of the railroads, leaving the question entirely open, 
to be decided in each giyen case, as to what the yalue of the 
property is when used in that particular case for the purpose 
of rate making. If the commission had the Yalue of the 
physical property-and that is the <lifficult thing to ascertain 
always-and kept it corrected and revised and changed from 
time to time as is provided in this bill, there would be no 
difficulty for the commission to apply the other elements as the 
cases may arise. 

Further, l\Ir. Chairman, we haY-e now a case pending in the 
Supreme Court, which will shortly be decided, namely, the 
l\finnesota case, which will no doubt settle many of these 
questions and may indeed form a new basis, or at least a some­
what different basis, for the fixing of valuations for the pur­
poses of rate making. Let me say here, l\Ir. Chairman, that the 
value of the property of a common carrier for purposes of 
taxation or for commercial purposes may be and very often is­
yes, usually is-a very different one than a Yaluation used for 
rate-making purposes. If we are fixing the value of a railway 
for tax:ation purposes we look at the market yalue of that 
property, and the market Yalue of that property depends almost 
wholly upon the earnings that the property makes. 

The earnings depend upon the rates that the railroad charges, 
and if the railroad is permitted to charge rates 50 per ceut 
higher than it ought to charge, GO per cent areater than are 
reasonable, that is immediately reflected in the market value 
of _ the road; and the very purpo e of regulation is to get a 
reasonable rate, and with a reasonable rate the market "Value 
of tlie road would l>e Yery much less than it is, of cour e, with 
an unreasonable rate. 

I should seriously object to, and in fact feel compelled to 
vote against, this bill if it rested with the first paragraph ::ts 
to the "Value of property; but there is another section later on 
that permits the commission to revise its yaluations from time 
to time and change and correct them, so that I do not know 
that any great harm will come; but when this bill comes up fo~· 
amendment I shall offer an amendment limiting the yaluation 
of the property to a physical valuation. If W'e ham the physi­
cal valuation, if we ham the other information that is providetl 
for in the bill, which I am heartily in favor of, then I see no 
occasion for the commis ion at this time in an ex parte proceed­
ing going any further. I doubt if the railroads will be hear.} 
in this proceeding, because they will haye an opportunity, a con­
stitutional right, to be heard upon the que tion when the mat­
ter gets into _the court , for, ufter all, we make this valuation 
only prima facie evidence of the value and that is all we can 
do. I shall offer an amendment limiting the finding to the 
physical valuation, and then we will have all of the c.=-lements; 
but so far as the final conclusion of the commission is cou­
cerned, in fixing the Yalue of a particular road, we can wen 
leave that until the question comes before the commission with 
reference to the rates of that carrier. [Applause.] 

Mr. FOWLER. l\Ir. Chairman, before the gentleman takes 
his seat I desire to ask him a que tion. On what does he base 
the physical Yaluation of the property? 

Mr. LE~ROOT. Just what the term implies-the rnlue of 
the right of way, the value of the rolling stock, the rails, the 
equipment, and everything tbat is physical that ;is used for the 
convenience of the public. 
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· Mr. FOWLER. The gentleman means the cost T°alue of the e 
articles? 

Mr. LE'NROOT. I do not. The Yalue of the ph-ysical prop­
erty in a railway is derived in this way: First, one considera­
tion is the original cost both of equipment :ind right of way. 
Another is the present value. Thn.t is readfly ascertainable. 
The cost of reproduction is another element, and from those 
elements we arri\e at the present -value of the physical property 
of the raihrny company. 

Mr. HARDY. Is not that just the standard this bill pre­
scribes? 

Mr. LEi:~ROOT. It does when you go into detail, but the 
commission is required to ascertain the -valuation of the 
property. 

1\lr. HARDY. And the gentleman would add the word 
" physical "? 

l\Ir. LENROOT. Yes. 
Mr. HAUDY. And the gentleman would define it-­
l\Ir. LEDUtOOT. Exactly. 
Mr. HARDY. So that there is no real substantial difference? 
1\lr. LEl\-r:ROOT. No; except that I do not think it is con-

fined, so far as the :final conclusion of the commission is con­
cerned, to the physical property. 

The CHAIRMAN. The time of the gentleman from Wiscon­
sin has expired. 

Mr. SIMS. .Mr. Chairman, I yield 15 minutes to the gentle­
man. from Mi souri [.Mr. BoRLAND J. 

Mr. BORLAND. Jllr. Chai.l'man, wah·ing any criticism as to 
the details or language of this particular bill, it seems to me 
that there is a very unanimous sentiment in this House in 
fa-vor of it. I am heartily in favor of the measure and sub­
stantially in accord with the language in which the bill is 
drawn. There is no problem now before the people of the great 
interior sections of this country so serious, so constant, or so 
pressing as the problem . of railway transportation. .Many of 
the 1\fembers of this House come from districts the whole com­
mercial and economic advancement of which depends entirely 
upon railroad transportation, and most of us come from dis­
tricts whe1·e that is substantially true. In a great extent of 
the interior country such as we have, a great productive area 
removed from the seaboard, railroad rates are a general tax 
upon the entire consuming and producing public. I would not 
undertake to set up as an authority on economics and say who 
ultimately pays the cost of transportation, whether it be the 
producer or the consumer. I have always believed that as to 
the foreign transportation, as to export goods, the producer in 
this country pays the cost of transportation. When we export 
a bushel of wheat we must sell it upon a free-trade market in 
competition with the strongest competith·e forces in the world, 
the wheat of South America, of Australia, of Russia, of India, 
of Canada, and of every wheat-producing area on the globe. 
The advantage we have over them is in the quality of our 
wheat and the cheapness of getting that wheat to the seaboard, 
for in water transportation distance is ra ret· the main factor. 
The great cost of putting our wheat on the foreign market is 
ordinarily the cost between the farm and the seaboard, and 
every penny saved in the cost of transportation from the farm 
to the seaboard is a penny left in the pocket of the producer 
of the ·wheat to enter into the channels of legitimate trade in 
that community. 

As to domestic commerce, so much of our products as were 
consumed here in our own country, I have always belieTed that 
the consumer mu t ultimately pay the cost of everything that 
went upon his table or upon his back. No matter how much 
the cost of transportation was, he must ultimately pay a price 
sufficient to cover it all. Regarding, therefore, the two great 
elements of the transportation business, the export and the do­
mestic consumption, as to one it has occurred to me we were in 
competition with the nations of the world where every facility 
and improvement of transportation was a direct economic gain 
and growth to the wealth of this counti·y in placing our prod­
ucts on the foreign ma1·ket , cheaper, quicker, and better than 
our competitor; and as to the other, the feeding of our own 
home people, it is a factor in the cost of living of the man wbo 
earns a daily wage to take home on Saturday night and hand 
over to his wife for the necessities of his family. So there is 
no class of the public that is free from this universal tax of 
ruilroad rates. We have come to a time when the question of 
the physical valuation of railroad properties is an absolute 
pressing necessity. We have come to a time when the condi­
tions are ripe for snch a physical valuation. The speculative 
age of railroad building is probably at an end in this country. 
A generation or a generation and a half ago all the great WeSt 
was eagerly bidding for railroads. Land grants, aid bonds, 

public subscription of stock, anything on earth was offered to 
get a railroad out there in a country that could not produce the 
business that justified a railroad when it was first built. Now 
all of those railroads have been built. They were chenply 
built; many of them built entirely out of land grants or aid 
bonds, and yet stocks and bonds were pnt upon the market 
based upon such properties. In 1803 came a period which was 
a clearing house of all these western railroads. Almost with­
out exception they went through a period of receivership and 
all scaled down their indebtedness and all wiped out public 
stocks and bonds and all control the public had over the man­
agement, and they all consolidated great systems. Then they 
began to rebuild out of the earnings and capitalization of that 
property an entirely new and adequate system of transportation 
throughout the West. But now the period of railroad specula­
tion is almost at an end and a period of railroad operation has 
come -when the roads are putting in heavier rails, straighter 
roadbeds, broader ties, better bridges, double tracking in most 
cases, running bigger ti·ains, heavier engines, and fewer men 
to the train crew. 

So they have more opportunity now to operate upon a purely 
operative basis than they ever did during the speculative age. 
Railroads were built to sell originally, like the jackanapes 
razors which are mentioned in the old poem. Now they are 
built to operate, like any other business property on the market. 
The great question we have had to confront is what is a fair 
rate between the shipper and the railroad. In this question the 
railroad has universally had the advantage of the shipper, for 
the railroad would not disclOl'le the -value of the property upon 
which it operated. It never undertook to disclose that fa.ct. 
Much has been said about the difficulty of getting at the value 
of railroads. Unque tionably there is a practical difficulty in 
getting at the \alue of anything. Even 10 feet of ground neces­
sary to open a public alley will cause a gi·eat deal of contro­
versy. Value is a question of opinion, but the difficulty in get­
ting at the \alue is not insurmountable, and great as it may be 
it is necessary to be met and met just a.s early as possible. 

I belie-re, with the gentleman who last spoke, that we should 
confine this investigation to the physical valuation of the rail­
roads. I do not believe we ought to value a railroad as a going 
concern, for the minute that you do that you add something to 
it besides the physical valuation of the property itself for taxa­
tion or sale purposes. Now, what do you add to it in valuing it 
as a going concern? You must add one of two things, either 
good will or franchise. Which of those belongs to the railroad­
the good will or the franchi e? The franchise does not. l:t is 
not the franchise of the railroad, but of the public. Did not the 
railroad seek the franchise on the ground that it would invest 
its capital in a business producti\e to the public and that the 
public might have the right of control by reason of the fran­
chise that was given to the railroad? The raih'oad does not 
own the franchi e, and I have i::ever believed in the capitaliza­
tion of the franchise of public utilities. There ne-rer ha been 
a more vicious principle in this country than the capitalization 
of the -value of a franchise, for the franchi e is the free gift of 
the country upon consideration by which the railroad inve ts its 
property. 

.Mr. HOBSOX Does not the gentleman recognize the same 
principle as in the capitalization of monopolies? 

Mr. BORLA.ND. Unquestionably it is the same prlnctple as 
capitalization of monopolies. We give the railroad a right to 
do a certain busine s a pri-vate individuar can not do, and 
then they undertake to capitalize that right, which is practi­
cally a monopoly, becuu e no per on can inve t a similar 
amount of money without the proper franchise and compete 
under the same terms. 

Mr. OLMSTED. Will the gentleman yield to me? 
Mr. BORLAND. I will. 
Mr. O;LMSTED. The gentleman is discussing the matter 

from an intelligent standpoint, and it has occurred to me to 
ask him a question which has troubled · me a !!l'eat deal. 
namely, What would be the physical valuation of a railroad 
that had no freight or passengers to carry? 

Mr. BORLAl'<i"'D. I will answer that question. 
Mr. OLMSTED. And then I follow that by a kin" what 

would be its physical valuation if it had no franchi e to carry 
freight or passengers? And, after all, does the physical valu­
ation of a railroad have anything to do with what would be a 
prqper rate of transportation over it? 

Mr. BORLAJ\'D. The physical valuation of a railroad that 
had no freight or passengers to carry would be only, of course, 

· the value of the rails when they were torn up and the value 
of the land when it was turned back for some other purpose. 
Of course, there would be no question about the physical valua­
tion of a railroad with no_ freight or passengers to cany. 
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l\Ir. OLMSTED. Ordinarily that would be a mere right of 
way, whicb, when the rails were torn up, would go back to the 
original owner. 

l\lr. BORLAJ\TD. And the terminal facilities in the city. 
The physical valuation of a railroad which had no freight or 
passengers to carry would not be a hard thing to determine. 
As to the second question, I would say the physical valuation 
of a railroad with no franchise would not be conceivable. 

:Mr. OL..'1STED. Which would be permitted in any State if 
bnil t on pri"rnte ground. 

Mr. BORLA.ND. But a railroad without a franchise could 
not be a carrier. The difficulty which the gentleman from 
Pennsylvania [Mr. OLMSTED] has not touched upon in his ques­
tiony but which I thought he might touch upon, is the physical 
·rnlaation of a railroad which is operated at a loss. There is 
some difficulty connected with that prol)osition. Some branch· 
line railroads operated in connection or under the control of 
trunk lines are operated at a loss, but whether that is due to 
the mmagement of the company o:r the conditions of the com­
munity is a matter of dispute. Ordinarily it is due to the policy 
of the company which owns the road. 

1\lr. OLMSTED. I can name several independent railroads 
that are operated at a loss, .that never have paid a dividend, and 
probably ne1er will, and yet they are railroads which cost sev· 
ernl millions of dollars. 

1\Ir. BORLA.ND. '.rhat is true. It sometimes happens. fre­
quently happens, that money is improvidently investecl in rail­
road enterprises that do not pay a dividend and never will pay 
n dividend. But it has been universally true also that all money 
inYested in railroa<l enterprises was unprofitable at the first 
investment and only grew into profit as the community grew 
and the busine s of that road increased. 

Mr. OLMSTED. I do not wish to take up the gentleman's 
time, but I have only another insta-nce to present. It is a mat­
ter of history that .one of the steam railroads from hei·e to 
BaltimfJre cost a great deal more to construct and to establish 
than the other one, because the first road interfered with the 
second one in getting a franchise into Baltimore and the second 
one had to take an expensive route. You will see it every time 
you go 01er to Baltimore. It has to go through long and costly 
tunnels. Now, does the fact that one road cost possibly twice 
as much as the other increase its physical value, or would that 
physical yalnation have any bearing at all on the ascertainment 
of what would be a proper rate for tbe transportation of freight 
or passengers from here to Baltimore? 

1\lr. BORLAND. That is a ~ery important question, and I 
may say to the gentleman that mstances of that may be multi­
plied all 01er the country, where one railroad has cost more to 
build, competing with another one, than the original line by 
reason of the cost of terminals, or the scarcity of terminals, or 
the difficulty of entering into a city, or whatever the reason 
may be. 

Mr. OLMSTED. One road secures a right of way through a 
canyon or narrow defile and another company, to build a com­
petitive line, may haYe to- tunnel through a mountain. 

1\lr. BORLAND. Unquestionably. · 
l\fr. OLMSTED. How, then, are you going to determine the 

physical 1aluation of the raill·oads under such circumstances? 
:Mr. BORLAND. This bill takes care of that by proYiding for 

the ascertainment of the or1ginal cost of the property for rail­
road purposes. Whether that would result in a unifo1·m stand­
ard of physical valuation for all railroads that were com­
petitive on the question of rates is another question that has 
not yet been reached by this bill. This bill, as I understand it, 
is to get at the original cost of the railroad and the present 
value of it, and asc~rtain how much of that present value is 
due to added improvements. If that is done in the case of each 
railroad, then whether or not it will seITe as a basis for the 
fixing of rates is a matter for the court and the commission to 
decide as the question arises. 

Mr. OLMSTED. Would we not get at it more effectively and 
readily by a bill regulating the issuance of stocks and bonds, 
so that there could be no fictitious increase of either? 

l\fr. BORLAND. No; I do not think there can be any possi­
bility of regulating the issuance of stocks and bonds except on 
the basis of the known physical valuation of the property. 

Mr. OLMSTED. Well, we have it in New York. They have 
:m excellent public utilities commission there. No increase of 
stock or bonds can be made except by its permission, and other 
States ha1e similar commissions. 

Mr. BORLAND. It is possible to provide limits and safe­
guards to the issuance of stocks and bonds, bnt I do not think 
there co-uld be any real and effective limitation on the issuance 
of stocks and bonds short of a physical valuation of the 
property upon which the stocks and bonds are issued. Now, 

it certainly is an evil in the transportation bnsiness thnt bondeL1 
indebtedness and fixed charges to pay interest on bonded indebt­
edness are figured into the rate making. If I guarantee a 
mo_rtgage for a man who has mortgaged his house for $5,000 
when it is worth only $4,000, and he has sold to yom client the 
mortgage for $5,000, he can not sell it for any hreater sum or 
rent it for more than it is· worth any more readily than he could 
have done before I gave him the guaranty. 

The CHAIRMAN. The time of the gentleman has expireU. 
.Mr. BORLAND. I would like to have frre minutes more. 
The CHAIRl\I.AN. Is there objection to the request of the 

gentleman from Missouri l 
There was no objection. 
1\lr. LENROOT. l\fr. Chairman, I .would like to ask the 

gentleman from Missouri a question. 
The OHAIRMAl~. Does the gentleman yield? 
1\fr. BORLAJ\TD. Certainly. 
Mr. LENROOT. As the l>iII now stands would it not compel 

the commission to decide the very question that has been raised 
by the gentleman from Pennsylvania [.Mr. OL~ISTED], as to two 
roads doing the same line of business, one 'costing very much 
more than the other, whereas if it were limited to the valuation 
of the physical property that question would remain to be 
decided in each particular case? 

Mr. BORLAND. It might in this respect, that the bill pro­
vides that the commission shall report the present value of the 
propel"ty for railroad purposes, which might raise the cheaper 
and earlier railroad to the value of the competitive railroad that 
was afterwards put in. 

But those are simply questions of information and enlighten­
ment for this House which I regard as absolutely essential 
that we shonld have. We can not have too mt1ch of this infor­
mation. The use we make of it afterwards will be such as 
occasion may require, but I think the bill itself is right in 
theory. We ought to know the cost of the physical property in 
the first instance. We ought to know the cost o.f the added 
improvements, and we ought to have the commission's estimate 
of the present value for railroad purposes. We ought to h::rre 
at least those three items. 

Mr. LENROOT. If I am correct in assuming that the bill is a 
mandate to find out the ultimate Talne, then is it not beyond 
the power of the commission itself to fix rates other than on 
that basis afterwards? 

Mr. BORLAND. It probably would be. Now, I wanted to 
say this-thn.t I believe the time has come when a physical 
valuation of railroads can be made on a fairer basis than eTer 
before in the history of the railroads of this country, fairer to 
the railroads themselves and fairer to the shippers. I believe 
that railroading has gotten down to a legitimate basis. I be· 
lieve _that 90 per cent of· the railroads of this rountry are 
entirely out of the realm of speculation and are being oper­
ated as closely and cheaply as any other large business can be 
operated. 

Mr. HARDY. Mr. Chairman, I ha'le not studied this bill 
thoroughly. I wish to ask if there is anything in it which re­
quires that when this value is ascertained that shall be the 
standard upon which rates shall be fixed. 

Mr. BORLAl~D. No; there is no requirement of that kind. 
Mr. SIMS. . The physical value would only be prima facie 

evidence. 
l\fr. BORLAND. It would only be prima facie eYidence on 

which the commission could act. 
Mr. HARDY. As I understand, it would just be one element 

to be taken into consideration in passing on rates. 
Mr. BORLAND. It would be one element. 
But I wanted to say this further, that we ha•e now had 

about 25 years of railroad legislation, and I do not hesitate to 
say that all of it has redounded to the profit of the railroads 
themselves more than to the profit of the shipping public. The 
railroads have put an end to discriminations between shippers 
by wiping out rebates to favored shippers. There was a time, 
a few years ago, when no large dealer ever expected to ship a 
carload of stuff on the published tariff. He went to the solicit­
ing agent of the railroad company or the soliciting agents 
chased 1:1im around town to get him to ship his carload of water­
melons over their road at a special rate. Every railroad had a 
commercial agency, con isting of a number of young men of 
pleasing appearance, who went about town soliciting every 
pound of freight shipped in that community, to get it carried 
over that line at a special secret rate. Now the railroads have 
abolished all that, and they are getting full rates. Nobody is 
getting any rebate. Who is getting the benefit of that? Ulti­
mately and directly the railroads themselves. The railroads 
used to give a pass to- e1ery respectable man in the community. 
There was hardly an exception. The man who did not ride on 
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a pass felt himself tO be beneath the social standing of other 
persons in that community. Now every man pays his fare. 
Even some of the members of the lordly State legislatures pay 
their railroad fares: 

The CH.AIR.MA.N. The time of the gentleman from :Missouri 
has again expired. . 

Mr. SIMS. I yield to the gentleman from l\lissouri five min­
utes more. 

l\Ir. BORLAND. The railroads used to take all the baggage 
you wanted to send, e·rnn theatrical and traveling men's bag­
gage, and ship it all o-,·er th~ country on a passenger ticket. 
Now you can not eYen take a collar box without paying excess 
baggage. I haYe never made the trip from Kansas City to 
Washington without p!lJ'ing from $4 to $9 excess baggage. 

l\Ir. C.A:\IPBELL. The gentleman cal'l'ies too many clothes. 
l\Ir. HAMILTO~ of Mich]gan. The gentleman has too many 

collar& • 
l\Ir. BORLA:ND. I do like a clean collar, but beyond that I 

do not plead guilty to being a dude. The railroads are getting 
more money for their business to-day than ever before in the 
history of transportation, and the regulation in which we have 
been indulging has not been reflected in cheaper rates to the 
consumer or to the producer or to the shipper in any single, 

litary instance. 
N"ow, the railroads claim that they are paying more for ma­

terial and more for labor. I have no doubt that in many cases 
they are paying more for material, but my judgment is they are 
paying less in the aggregate for labor. We find that they have 
raised the 1abor cost 15 to 18 per cent on the average, but I 
think they ha·rn rai ed their rates much more than that. They 
have cut down the number of men employed on the railroads 
very materially. The consolidation of terminals, the consolida­
tion of switching facilities, the running of heavier trains, the 
cutting out of a flagman here and a shopman there, the cutting 
out of little repair shops have reduced the labor roll Yery ma-

· terially, and I doubt very much wheth~r a~y portion <?f the in­
crease of the rates of the railroad are Justified by an mcreased 
imy roll, although there may be an increase in the rates of in­
<lividual employees. 

But, l\lr. Chairman, the time has come now when some of 
this railroad regulation should be reflected in cheaper and mo~·e 
uniform rates for the shipping public, ancl I hope tllat that w1JJ 
be tile outcome of this bill. 

Mr. BUCIIAl~A.:.'l. Will the gentleman yield? 
l\Ir. BORLAND. I will. 
l\Ir. BUCHA..~A.l~. Is it not a fa ct that the labor co t on a 

tounage basis oyer the railroads is very much less than what it 
was? 

l\Ir. BORLA.XD. It is very much Jess than what it was, and 
that is the only true test of the labor co t, and it is smalle1· 
now than it has ever been in the history of the railroads and is 
getting smaller e\ery day. . . 

'.rhe railroads ha\e no reason to complam of the physical 
v-aluation of their property as a basis for making rates. If this 
Minnesota case is confirmed, there will be practically no power 
left in a State to regulate railroad rates. In that :\linnesota 
case the court said that the making of an intrastate rate so 
directly affected the interstate rate that the intrastate rate 
coulll not be reduced without affecting the tran continental 
rate. This is true. Any man who has studied railroading 
lrn°'vs that the change of a rate from a point to a point in 1\Iin­
ne ota will affect every rate between Chicago and Puget Sound. 
There is no doubt about it, and so there is but one agency 
through which the regulation of rates can effectiYely be made 
:md but one basi upon which they can make that rate, and 
that is cutting out the \alue of the franchises, the value of the 
good will which the shipper has created, and give them a fair 
ancl just return on the property they have invested. [.Applause.] 

i\Ir. SDIS. I now yield 10 minutes to the gentleman from 
.Alabama [.Mr. HOBSON] . 

1\Ir: HOBSON. Mr. Chairman, this bill is in the interest of 
truth and honesty in offering a way to establish the facts in 
the rnrious controver ies arising between the public carriers 
ancl the public. The bill is in the interest of promoting an 
orderly evolution of our social system. The transportation 
system of a nation i clo ely analogous to the circulatory system 
of a Jiying being. It is first in evolution in pas ing from a 
lower order to a higher order, and upon the development of the 
circulatory system depends in large measure the development 
of the organism. The Interstate Commerce Commission is 
closely analogous to the vasa motor center of a human being. 
The. world is passing from a cold-blooded creature to.a warm­
bl0o<led creature, and nations are evolYing centers which can 
systematically regulate transportation for the whole uation as 
the rnsa motor center regulates. circulation for the whole _body. 

Now, our Interstate Commerce Commis ion itself may be 
likened to the vasa motor center, but the evolution of the Inter­
state Commerce Commi sion is still in its early stage . 

This bill remoyes tlle obstacle in the path of its next stage 
of development. The references made here in tlle remarks of 
various gentlemen who have preceded me "ill convince any­
one that the time is fully ripe for this whole que tion to be 
systematized. We are a warm-blooded creature now, and the 
circulation is the \ery. life of our dernlopment. We can not 
proceed in an orderly sy tern of development unless we can ham 
transportation properly systematized and regulated. 

To illu trate, take the conditions now found in my State of 
.Alabama. One system of railr<Jads in our State maintains that 
the 2t-cent passenger rate fixed by statute is confiscatory, while 
the other railroads accept that rate and have not been going into 
bankruptcy on account of it. 

But this particular system has had the matter referred to the 
Federal judge of the uistrict, and that judge has decided that 
the rate is coufi8catory; and, Mr. Chairman, the search for evi­
dence on the part of the State to present its ca e was met by 
insuperable barriers and obstacles; so that it was decided nb­
stantially, ns all such cases must be decided, ·from one state­
ment-the tatement of one ·ide-ex parte evidence. Thi bill 
if enacted 'Yould enable us to get recourse and r lief. 

l\Ir. CULLOP. Mr. Chairman, will the gentleman yield? 
Mr. ROBSO~~. Certainly. 
l\Ir. CULLOP. What was the passenger rate on the railroads 

before you passed your statute in .Alabama? 
Mr. HOBSO~. It was variable. It n-a u ually 3 cent on 

the larger railroads. 
l\Ir. CULLOP. Is it not true that the railroads which have 

accepted the 2:} cents a mile statute rate are carryinO' more 
pa enger and malting more money out of the passenger traffic 
than ever before? 

l\fr. HOBSON. It certainly is a fact Uiat whenever a pa -
enger can trayel by one of those other roads he always chooses 

it, and whenc·rer a shipper can ship by one of those roads he 
always hips by it; but there are many localities where there is 
no choice. The railroads charging the rate in Yiolation of the 
tatute ha-ve been i uing coupons, in which they agree to re­

turn the difference in the rates if they are not ustained in the 
higher court. Nobody can keep those coupon , and the railroad 
know it, and they will not allow tho e coupon to f:>e bought and 
. old, so as to insure their being lost. In ome cases they make 
you . ign your own name and announce that only the original 
purchaser will be reimbursed. Thi is the case in Oklahoma. 
They pretend that they will -abide by the uecision of the . upe­
rior court, but they make the conditions such that when the 
time comes it will be a physical 1mpossibility for the refund to 
be collected, showing a clear intent to hold the increa e, whether 
lawful or unla wfuJ . 

Mr. C ~LLOP. I will n k the gentleman if the court baxe not 
made this proposition of confiscatory rates do oyertirne in the 
last few years? 

Mr. HOBSON. Unque tional>ly. Where reuuce<l rates have 
been fixe<l by law and accepted, I find no evidenec of the rail­
roads going out of busine or of any great decline in profit . I 
cite these as instances of the obstacles still remaining iu tlle 
path of proper regulation. I h'a-val a good deal between State . . 
I find now many railroad , most of the ronds pa sing through 
the o-entlernan's State [::\Ir. CULLOP] and the other State of the 
:;,\liddle We t, charge more because of the imple act of cro .. ing 
the State line; so that in effect the rate in both States violates 
the State Jaw. In other words, they charge a rate that, epa­
rated in two parts is illeO'al in both States. 

.Mr. CULLOP. I n-ill say to the gentleman from Alal>arna 
that there is now pending before the Committee on Inter tate 
and Foreign Commerce a bill introduced by my elf to correct 
that practice on the part of the railroad . 

Mr. ROBSON. I will say to the gentleman that I am sur­
prised that the great . elf-governing people of the Central 'Yest, 
who haxe passed the 2-cent rate bills in th ir States and have 
found that they are fair and just, have ubmitted all the e 
years to the common carrier between the State charging illegal 
rates under the cloak of the Inter tata Commerce Commi ion. 

Mr. CULLOP. It is not an illegal rate, I will sny to the 
gentleman. 

l\Ir. HOBSO~. Only becan e it is inter tate. The rates 
charged within the States have not been declared unraasonal>le, 
nor in practice have they proved. unreasonable. 

Mr. CULLOP. Yes; the Interst!lte Commerce Commis ion is 
oppo ing the propo ed remedy on that subjact, I will say to the 
gentleman. I want, furthermore, to say that in my State we 
have a 2-eent fare bill, passed some years ago, and the railroads 
have. be.en carrying more pas enger and h:we b en makil,lg more 
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money out of the passenger business since that was p~ssed than 
they ever did before, when they charged a 3-cent rate. 

l\lr. HOBSON. Showing that there was no warrant whatso­
ever, in faet, for them to charge a larger rate in passing from 
Indiana to Illinois. Each of those States has a 2--cent rate, 
and yet if you pass from one State to the other you are charged 
2~ cents. 

-.Mr. FOSTER. Three. 
Mr. HOBSOX. Some of them charge three, but most of them, 

I think, chai·ge t~o and a half, though many times they do 
charge three. · I have been traveling recently, and the question 
arises in my mind, WbY are we confronted by such a situation? 
Is there no recourse for the people of those States? Is the In­
terstate Commerce Commission to be an intrenchment for re­
calcitrant roads to defy the- just laws of the States? As long 
as the physical Taluation of the roads is not made the Interstate 
Commerce Commission is thwarted in its best intentions to re­
lieve this condition, and State authorities are thwarted in their 
legal processes for relief. Is this to continue forever? Of 
conrse the r:.Ulroads go to the Interstate Commerce Commission 
and actually put up what looks like a reasonable argument 
that the lower rate between those States would be confiscatory. 
I can not understand any other reason why the Interstate Com­
merce Commission should submit to it. At this point I wish to 
bring out another point where the railroads are unreasonable. 
We have declared tha.t the Pullman Co. is a public carrier, and 
yet if you buy mileage to· Pittsburgh on one of the roads from 
here to Pittsburgh, having a mileage book from Pittsburgh west, 
say on the C. P . A., and h:rrn hath mileages in your pocket, the 
Pullman Co. will not sell you a berth to Chicago or a point be­
yond Pittsburgh; it will not sell you a bert!1 across the point 
where you change your mileage books. G~IDg west Y?U pass 
throucrh Pittsburgh usually about 2 o'clock m the mor:mng and 
do not want to get out of your berth to go down to get mileage 
exchanged for a ticket. They will not let the conductor or por­
ter get it done, and you eitller have to buy two berths, one to 
Pittsburgh and one from Pittsburgh on, or you just have to pay 
the full fare of 2!-cent through rate from the starting point 
instead of the 2-cent rate. Those two public carriers are co­
operating to practically interf~re with the ~easonableness of 
1·ates both on the Pullman and m transpo:rtation. I made com­
plaint to a railroad and they announced the authority of the 
Interstate Commerce Commission for their unreasonable prac­
tice. I simply state this not to make a case out here, but with 
larae experience in traveling throughout the country I find 
gre~t irregularities, and I believe that this bill will be a most 
effective means of finally getting a basis upon which our trans,. 
portation can be systematized, which.., will be for ti:e best int~r­
ests of the public carriers as well as J.Or the travelmg and ship­
ping public. [Applause.] 

Mr. SIMS. Will the gentleman from Minnesota use some. 
of his time? 

Mr. STEVE~S of innesota. Mr. Chairman, how much time 
ha the gentleman from Tennes ee used? 

The CHAIRMAN. One hour and twenty-six minutes. 
Mr. STEVE:NS of Minnesota. How much time have I used? 
The CHAffiMA..l~. Forty minutes. 
Mr. STEVENS of Minnesota. I yield 10 minutes to the gen­

tleman from Illinois [lilr. MADDEN] . 
l\Ir. MADDEN. Mr. Chairman, the power to make a rate in­

Tolves the powe:i: to levy a tax. The people all over the United 
States are always solicitous that taxes are not levied too high, 
and if we should be able to get the correct values ot railroad 
properties and those values were made one of tqe elements in 
rate makinO' we would have a more intelligent conception thun 
we have no'; of whether we were having a just and reasonable 
tax for railroad: transportation. The taxes levied by railroads in 
the United States e\ery year for the transpo1·tation of freight 
and passengers amounts now to about $3,000,000,000, so. that the 
railroad-transportation reTenues in the United States are nearly 
three times as much as the revenues derived from taxation by 
the Treasury of the 'Gnited States. The people all ovel,' the 
country are looking forward to the time when everybody will 
understand whether a rate is reasonable or unreasonable. Up 
to the present tlme there has been no sufficient information given 
to the public to enable the public to undei~stand whether the 
rates are right or wrong. Everybody believes they are wrong 
in most cases. The railroad companies' representatives through­
out the United States are constantly -arguing for power to levy 
higher rates on the theory that the wages of the men employed 
by the railroad companies are much higher now than they used 
to be and the volume of work done by each man employed is 
much' les , and that the total aggregate cost peF ton of freight 
carried by the railroads of the country is greater than it ever 
was before, and that the dividends paid on the capitalization of 

·the roads are much less than they ever were before. The ques· 
tion arises whether railroad rates should be based upon the 
amount of money to be earned to be applied to the payment 
of dividends or whether the rate should be made upon the 
basis of the actual value of the property of the railroads~ regard­
less of whether the property is considered in a going c,oncern 
or not. My own judgment is that where a railroad claims to be 
running at a loss- and its capitalization is more than twice 
what it ought to be the question of gain or loss in such 
case ought not to be taken into account. It the railroad rates 
are fix.ed on the basis of valuation provided by the first section 
of this bill, it looks to me that in some cases they will be fixed 
at much higher rates than they onght to be fixed at, because 
this bill provides that the commission shall ascertain the value, 
of the property for railroad purposes or for rate-making pm~ 
poses, and then in the case of the railroad referred to, by my 
friend from Pennsylvania [1\Ir. OLMSTED], where it was re­
quil'ed to construct expensive tunnels to get into Baltimore, if 
the rate were made on the basis of cost to tbat road in order 
that it might be able to earn dividends the earning power of 
the raih·oad running in competition with it would be twice as 
much as it ought to be. 

I believe that in many ca es the vnlues of railroad properties 
will be found to be greater than the actual capitalization of 
the railroad. But on the other hancl, I believe that in many 
other cases the values of the railroad properties will be fo.und 
to be materially less. At any rate, whether it is higher or 
lower, the public is entitled to the information which this bill 
will enable the commission to obtain, and I am very glad that 
the time has come when Congress feels that the legislation 
demanded for so long a time by the people ought to be enacted 
into- law. 

I am f"Qlly committed to the policy of the bill, and have n 
bill for the same- purpose pending before the committee reporting 
this bill, the Committee on Interstate and Foreign Commerce. 
)3ut while I lU:lY give my vote for the principle at stake, my: 
\iews as to what ought to be done in the form of legislation do 
not ftll1y conform to that of ilie committee and members of 
the Interstate Commerce Commission on this subject. Indeed, 
our views will be found widely divergent. 

I h~rve ad'7ocated the nppraisement or Yaluatlon of railroad 
properties in ernry Congress of which I have been a Member. 
In the last Congress I introduced, and the House adopted, an 
amendment to the Maun bill providing for a valuation. The 
amendment was stricken out in the Senate and not restored in 
conference. Immediately thereafter I introduced the bill to 
which I have all·eady referred and addressed the House at some 
length upon its subject matter and provisions. 

Before taking up the provisions of the bill which has been 
reported I shall address myself to the history of Government 
regulation of rates, and the situation surrounding a valuation 
essential to be thoroughly understood before there can be any 
effective regulation. 

This bill provides that the Interstate Commerce Commission 
"shall in•estigate and a certain the yalue of the property of 
eYery common carrier subject to the provisions of this act and 
used by it for the convenience of the public." It then directs 
how and through what instrumentalities the duty shall be per-

. formed. I will now, for a text, state a. definite proposition, 
namely, that this imposes, or seeks to impose, upon the com­
mission an impossible and a useless task. 

Ignoring for all present purposes telegraph, water, and pipe 
lines, 3.Ild express companies, all common carriers subject to 
the act, there are over a thou...<::and railroad corporations in the 
country hardly one of whieh is not in some respect or to some 
extent engaged in interstate commerce. I would be surprised 
if shown a single little road anywhere that did not connect ill 
some way either with a longer line or a water carrier whose 
business extended directly or indirectly across a State line. 
And to the extent at least of the business done by virtue of such 
connection the corporations owning these short lines, though 
wholly within particular States, are subject to the interstate­
commerce act. 

It is safe to say that not one line of railway wholly within 
a State is distinct, independent, and free from the control of 
some more important carrier with respect to rates on traffic 
going beyond or coming from beyond the State boundary. In 
fixing the proportion of a joint or through rate which each sball 
recei\e or retain, the value of the investment in or the entire 
Yalue of the shorter line, if ever an element at all is one of the 
simplest propositions imaginable. But not one time in a hun­
dred that such a rate might come before the commission woulcl 
the value of the properties of one of these lesser and Rnbor­
clinate carriers become an essential fact. If it ever did become 
necessary in any particular case, that could then be done by 

• 
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the commission for that particular case without difficulty and 
witllout any proyision for it in this bill. In fact, howeyer, a 
controlling interest in the stocks of the intrastate and of many 
short interstate lines is held by great railway systems, which 
are comparatively few in number. 

I now adrnnce another proposition. It is neither expedient, 
just, nor economical to ascertain the Yalues of all the railroad 

· prnperties de\otecl to interstate commerce, and it will best 
subsene· public as ·well as prirnte interests if the inyestigation 
arnl talnation be by entire organized railway systems and 1im­

, itetl to the important and dominating eyen among these. With 
· all the light obtainable from eyery source; with :i force of 
en«ineers, experts, and other helpers equal in number to the 

, Standing Army of the United States at work all the time gather­
ing and tabulating l1ata , eyen if when as embled .any finite mind 

· could grasp it all, the que. tion of what is a reasonable rate or 
a ju t and reasonable scheuule of rates would still remain a 
matter of opinion and judgment. Compromise and the :irbi­
tr:uy . striking of awrages are an incident of all rate fixing. 
It is as impossible now to fix: rates which in the future will pay 
all outlays and lease a <lefinite sum for clividenus as it would be 
to fix ne.'\:t year's prices for eggs or potatoe , and for almost 
identically the same rensons: All those railway economists, 
whether holding professorships in colleges or seats in Congress 
or on the Interstate Commerce Commission, who .expect to 
make or to see made of rate fixing an exact science or eYen 
. u. ·ceptible of becoming subject to any definite rules or stand­
nnls are doomed to disappointment. Keyertheless it is pos ible 
to fall into habits of thought anu accept principles and stand­
:uds which being conformed to in practice destroy public justice 
and deeply wrong the freight-paying public. 

I am about to discuss and expose some of the mischieyious 
dicta of commissioners and othere, but lest I forget it I \Till, 

. ·with the permission of the House, here insert without reading 
rny amendment in the form of a substitute bill: 

SECTION 1. Section 11 of the act to r egulate commerce appro>ea 
February 4, 1887, is hereby amended to read as follows: 

"SF.c. 11. That a commis ion is here!Jy created and established to be 
known as the Interstate Commerce Commission, which shall be com­
posed of 1 chief commissioner and 14 commissioners to be appointed 
by the President, by and with the ad>ice of the Senate : Proi'idecl, That 
any commissioners holding offices as such at the taking effect of this 
act shall continue in office until the expiration of their respective t erms, 
and for all the purposes of this act such incumbents shall participate 
in the organization of the commission hereby created with the same 
rights as if appointed a.nd confirmed by the Senate, ns is herein pro­
vided for new appointees. Said commis.-ion . hall be constituted by the 
appointment of a chief commissioner to hold office for the term of four 
years and to receive a salary of $11,000 annually, and 7 additional 
commissioners to bold office four :rears and recei\e salnries of $10,000 
each annually; and their successors in office shall ha>e the same 
tenures of office and recei>e the same salaries, except when appointed 
to fill a vac:mcy caused by death, resignation, removal. or other cause, 
in which case the appointee shall only hold office until the expiration 
of the term for which his predeeess01· was appointed. 'l'hc commis­
sioners now in office shall hold office until the expiration of their re­
specti ve terms, except in cases of death, resignation, or removal, in 
wllicb case their successors shall bold office only until the expiration 
of the terms of their respective pi·edece sors : Provided, hoicei:er, That 
no appointment shall hereafter be made, whether to fill a vacancy or 
otherwise, for a longer period than four years. Any commissioner may 
be impeached or removed by the Senate for inefficiency, neglect of duty, 
oe official malfeasance, upon articles of impeachment preferred and 
prosecuted as in other cases. Counting the chief commissioner to be 
a ppointed as herein provided as 1, not more than 4 of such new 
appointees shall be members of the same political varty, and no ap­
pointment hall be made at any time which shall girn to any party a 
membership in said commission of more than 8. No person owning 
stocks or bonds, or who is in any way pecuniarily interested therein, 
shall be eligible for appointment to the office of chief commissioner 
or commissioner ; nor shall the chief commissioner or any commis­
s ioner engage in any other than official business or employment. No 
n1canc,Y or number _of vacancies less than of a majority shall impair 
the right of the remaining commissioners to exercise the powers of the 
<'ommission. It shall be the duty of the chief colllll1issioner to pre­
·ide at all meetings of the entire commission (hereinafter designated 
as meetings in bank), to divide and distribute the work of the com­
mission among the departments herein provided for, to supervise and 
direct the business and affairs of the commis ion generally, Including 
1 he employment and discharge of employees. Within ~O days after the 
taking e!!ect of this act said additional appointments shall be made by 
the President, and within 10 days thereafter the chief commissioner, in 
audition to his other duties, shall constitute five departments of said 
commission each of which shall have all the pow~rs of the whole com­
mi~sion, and its decisions shall be entered of record as the decision, 
order, or ruling, as the case may be, of the commission, sut>Ject to the 
right of any party to any proceeding to u rehearing upon satisfactory 
cau ·e shown by \erUied petition t o the commission in bank. Not less 
than three commirsioners shall participate in avy decision in a depart­
ment: Prodded, That where the chief commissioner joins in a decision 
ns one of the requisite number the bearing or examination in a depart­
ment may be had by two commissioners." 

SEC. 2. That section 13 of said act to regulate commerce approved 
F ebrnary 4, 188 7, is hereby amended by adding thereto and at the 
end of sai<.1 section 13 the following: 

"The Interstate Commerce Commission shall ha>e, and is hereby, 
ginm power and autboL·ity to r evise and reconstruct schedules of rates, 
fares, and charges pre\ionsly established and put in force by carriers 
in interstate commerce, or such as shall be hereafter established and 
pnt in force by the comm ission, and to formulate and put in force by 
tbc commi::don, and to formulate and put in force entire new schedules 

. of rates, fares, and charges in lieu of those previously formulated and 
put in force by the carriers themselves or by the commission, either 
when an increase of rates, fares, or charge is proposed or attempted 
by any ca~Tier or by se>eral carriers acting conjointly or contemporane­
ously, or at any _ time upon the motion or initiative of the commission 
or upon a procedure instituted by any party authorizeu and empowered 
by this act to ·present a complaint against a ca.rrier concerning a rate, 
fare, charge, or .practice.- And whenever the commission shall deem It 
necessary or shall find it convenient, in order to prevent discrimination 
in rates between commodities, kinds or descriptions of traffic, per ons 
or localities, or to equitably equalize rates, or properly and fairly for~ 

· mulate and put in force n ew schedules, it may increase as well as 
reduce a rate or rates, fare or fares, charge or charges, and may ,fea1·­
range and newly create classifications, as well as trans~er commodities 
from one class to another, or may transfer a commodity from a special 
~~a~~-~:hteh·: fatfe~cit~ ~-:~e f~;.~~;.rged, ~o an ordinary establi~_hed clas '• 

".At any hearing or examination, whether in departments or in bane 
rul~s of evidence shall, as far as is possible, be observed and applied 
a m the courts of the United States : and in determining the reasonable 
and just ~-at.es of service by corporations subject to the jurisdiction of 
the comm1ss10n the test of reasonableness and justness shall be in con­
formity to the requirements declared and so established by the Supreme 
Court of the ni~ed _States in Covington & Lexington Turnpike Co. v . 
Sanford (164 U .... , 078) . 

"And in order that said commission may have constantly before it 
for emergencies, available to all interested parties, the means for ati -
fying an important test of JUSt and reasonable rates for the tl'ansporta­
tion by rail of persons and property it is hereby made the duty of the 
said commission, and it is hereby required, to proceed foriliwith . to the 
appraisement and valuation of the properties of at least 10 of the iead­
ing and dominating railroad systems engaged in \Yhole ot· in pat·t in the 
carriage of passengers and freight in interstate and foreign commerce 
or in interstate commerce, the commission to make the valuation nc~ 
cording to its best jud~ment, with a view to most f:ffectually accomplish 
said object. 'l'he wora 'system' as here· used means any lawful bu i­
ness organization of lines of transportation, whether all rail 01" partly 
rail and partly water route, under one management and control, what­
ever the form, whether by lease, stock ownership, or otherwi e, where­
the manag~ment, operation, or r~tes of a sub i_diary railroad company 
or connecting company engaged m transportat10n -by rail 01· water is 
rightfully controlled by another. The valuation in any such case shall 
be only of the property used in transportation. In making such valna­
tion the commission shall reject any value or claim of value for fran­
chises or good will, but shall include all accessions of value derivable 
from improvement of the vicinage, whether such value resulted from 
the construction of railroads to the place or places of location or other­
wise. In the case of terminals and stations the land and improvements 
thereon shall be separately ascertained. The p1·e ence in tile town or 
city of the particular railway and the additional value given to land bv 
its presence arid by general transportittion facilities sha!J be considered 
and such value given to the land as if it were available for residential 
or business uses. The original cost of structures afteL' a deduction for 
depreciation shall conlil_titute their valuation. nights of way, as land. 
shall be valued according to the use to which they might be devoted 
if not occupied for raill'oad purposes-, and such proportional value mav 
be 17iven to narrow strips of land so occupied as if they were paL"ts o'f 
bodies of land large enough for convenient use in the prevailing indus­
try of the vicinage. 

" In addition to the foregoing the commission may adopt and adhere 
to other convenient rules not in conflict with law for such appraise­
ment or valuation. And for the purposes of such appl,'aisemen t or 
valuation the commission is hereby authorized to employ engineet's and 
other assistants upon such terms as to it shall appear just and reaRon­
able, and to provide all such other facilities, agents, or instrumentali­
ties and incur such expenditures therefor as may be necessary, and to 
pay for services and the cost of such facilities and such expenses ou t 
of any funds at its disposal or which may be appropriated by la w 
specially for the purpose." 

SEc. 3. Section 24 of the said a.ct to regulate commerce (as amended) 
and all acts and parts of acts in conflict with the provisions of this act 
are hereby repealed. 

SEC. 4. This act shall t:i.ke effect and be in force from and after its 
passage. 

Before discussing it provisions I will combat and en<lea·rnr to 
overthrow some of the errors and fallacious views before al­
ludeu to. 

~'irst, I fear that we uo not sufficiently and at all time ap­
preciate the importance of tran~portation. It is the one thing 
under human control that is essential to eyery human being in 
the worlu under modern conditions and not living in the most 
primitive and simple condition. Those uncivilized nations not 
dependent upon some form of transportation are so few in num­
ber or so obscure as not to be factors in present-day affairs. 
It is not only a universal necessity but one of common pulJlic 
interest. That may be one rea on why so few out ide the com­
paratively small class profitably engaged in conducting trans­
portation devote special and persistent study to it. Few ~irn 
more than a transient thought to the atmosphere so es entinl 
to life or to the water supply for domestic use until it is Yitiate<l 
or its supply is reduced to the danger point. So with re pect to 
transportation, especially that by rail. :Not only have we here­
tofore and do we now leave the mnnagement, the character of 
the senice, and tlle rates to the cap.e and keeping of the pritat_e 
corporations engaged in it, but we haYe allowed them almost 
exclusively to educate the people and their official representa­
tives as to the rules and economic principles to govern herein. 

We are living in a haze or glare of illumination, but without 
much steady, instructiYe light. There was, at a former i1eriod, 
a proper conception of the true relation of organized ociety 
to public-service agencie. , but new ideas and strange <loctrines_:_. 
doctrines which are totalJy destructiye of public justice anu 
private right-haye been prung an<l iudush·iousy inculcatetl 

· . 
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cluring the last two decades. They ha·rn found lodgment not 
only in the minds of the representatives of shippers' associa­
tions, boards of trade, and other commercial bodies, but of 
judges Interstate Commerce Commissioners, Senators, and Ilep­
·re ·ent~tives. The most dangerous and far-reaching of these is 
tlle economic \iew that, at apy rate and aside from all other 
consideration , the corporation conducting business as a com­
mon carrier is entitled as of right to a fair return, usually as­
serted to be equal to the prerniling rate 6f interest, upon the 
yalue of the property deYoted to the public servi~e. Sometimes 
tlle expression yaries; and it is said that the carrier is entitled 
to some such measui-e of return as the preYailing rate of in­
terest on its in"'l·estment. But the \\hole question of what is or 
what should be the proper basis· 01" measure of rates is . encum­
bered and befogged with inconsistencies an<l conflicting theories, 
the result of which is seen in the adoption by the committee 
an<l report of the pending bill, which proYides for an inyestiga­
tion and report by the commission upon numerous incongruous 
and, as I insist, nonessential matters. 

Transportation has been a matter of common as \\ell as of 
vital interest from the dawn of civilization. Carters, charioteers, 
<lraymen, and cabmen for hire were, by ancient law as well as 
IJy the common law of England, subject to regulation. as dis­
tinct classes, and h·ict rules and principles of law \\ere applied 
to them for the protection of the public. So when I i!ay that 
the earlier decisions of our courts in ca es inyolying corpora­
tions employed as carriers and in other public senices, before 
interests in transportation became so va. tly valuable and in­
extricably interwov·en with au commercial anu industrial ac­
tivHies, and prior to the organizations ror the propagation of 
error and confusion, are entitled to the greatc t respect. The 
heresy that it is the <luty of government to safeguard the earn­
ings of any particular class of business men up to the point of 
realizing a reasonable, or, indeed, any, profit upon their \entures 
is a wost viciou form of paternalism which 'finds no sanction or 
encouragement in the decisions of the courts or otherwise unlil 
within the last few years, during which serious attempts were 
made to regulate the rates for ser\ice by carriers in interstate 
co mm erce. . 

I shall not encumber my remarks with citations to the extent 
of making it re. emble a lawyer's brief, !Jut will call attention 
to such decisions as are necessary to pro\e my point. In 1896 
the case of Co\ington & Lexington Turnpike Road Co. v. 
Sandford (164 U. S., 578), invol\ing rates or tolls to be charged 
over a turnpike, was decided. We see, upon a moment's reflec­
tion, that the question tllere was exactly the same as that raised 
in any case inyolving a railroad rate. In that case successive 
nets of the Legislature of Kentucky had greatly reduced the 
ton until in 1 DG the company sought to pre\ent the final re­
duction by suit in court on the ground that the rate fixed by it 
was confiscatory, but in the proofs it failed to show that the 
rate did not yiel<l some small profit or eYen if it did not that 
insolvency would not be attributable to competiti~n and loss of 
bu iness rather than to the reduction of rates. 

H ere are some of the principles stated by the Supreme Court 
of the United StateN, after stating the fact an<l quoting literally 
from the complaint: 

It is proper to say that if the answer had not alleged, in substance, 
that the tolls prescribed by the act of 1890 were wholly inadequate for 
keeping the road in proper repair and for earning dividends, we could 
not say that the act was unconstitutional merely because the com­
pany (as was alleged and as the demurrer admitted) could not earn 
more than 4 per cent on its capital stock. It can not be said that a 
corporation is entitled, as of right, and without reference to the inter­
e ts of the public, to realize a given per cent upon its capital stock. 
When the question ari es whether the legislature bas exceeded its con­
stitutional power in prescribing rates to be charged by a corporation 
ontrolling a public highway, stockholders are not the only persons 

whose rights or interests are to l>e considered. The rights of the ~ub­
lic arn not to be ignor·ed. It is alleged here that the rates pr·escnbed 
are unreasonable and unjust to the company and its stockholders. But 
that involves an in~uil'y as to what is reasonable and just for the 
public. If the establishing of new lines of transportation should cause 
a diminution in the number· of those who need to use a turnpike road 
rind. consequently, a diminution in the tolls collected, that is not, in 
itself, a snfficient reason why the corporntion opernting the road should 
be allowed to maintain rates that would be unjust to those who must 
or do use its property. The public can not properly be subjected to 
unreasonable rates iu order simply that stockholder's may earn divi­
dends. The legislature bas the authority, in every case, where its 
power has not been restrained by contract, to proceed upon the ground 
tba t the public may not rightfully be required to submit to unreason­
able exactions for the u e of a public highway e tablished and main­
tained under legi lative authority. If a corporation can not maintain 
such a highway and earn dividends for stockholders, it is a misfortlme 
for it and them which the Constitution does not require to be remedied 
by imposing unjust burdens upon the public. 

The court here plainly said in effect that the matter of first 
importance was the interest of the public in having reasonable 
rates, and that that should outweigh all other considerations so 
long as any profit whatsoeyer was in sight for the company and 
its stockholders. . The-court refu.-ed to hokl an act of- the legis-

lature fixing rates to be confiscatory until a point of reduction 
of rates was reached at which business could only be done at a 
loss. The court did not deem it necessary to set forth the rea­
soning underlying this rule in that case, but did state them in a 
subsequent case, Cotting v. Kansas City Stock-yards Co. (lS:J 
U. S., 79), as follows: 

If in sucti a case an individual is willing to undertake the work of 
the State, may it not be urged that he in a measure subjects b.ims~J f 
to the same rules of action, and that if the body which expres es the 
judgment of the State believes that the particular services should ~e 
rendered without profit he is not at liberty to complain? While we 
have said again and again that one >olunteering to do such $eryices 
can not be compelled to eXJ?OSe his property to ·confiscation, that he can 
not be compelled to submit its use to such rates as do not pay the 
expenses of the work, and therefore create a constantly increasing del>t 
which ultimately works its approp1:iation, still is there not force in tile 
suggestion that as the State may do the work .without profit, if h?. 
voluntarily undertakes to act fo1· the State he must submit to a likl.! 
determination as to the paramount intere ts of the public? * * • 
The authority of the legislature to interfere by a regulation of rntes 
is not an authority to destroy the principles of the e decisions, but 
simply to enforce them. Its pre cription of rates is prima farie eyi ­
dence of thek reasonableness. In other words. it _is a legislatiye 
declaration that such charges are reasonable compensation for the erv­
ices rendered, but it doec; not follow therefrom that the legislature !Jas 
power to reduce any reasonable charges because by reason of the volume 
of business done by the party be is making more profit than others in 
the same or other business. The question is always not what does be 
make as the aggregate of bis profits, but what is the value of the serv­
ices which he renders to the one seeking and receiving such services. 

The latter \\US not a railroad case, but like principles a11ply 
to it. The gist _of these decisions is that it is for Congress or 
the Interstate Commerce Coillillission in its place or stead to 
fix the rates, which the courts shoul<l presume to be just antl 
reasonable rnitil the carriers affected thereby show them to IJe 
confi cntory; that it i not sufficient merely to show that the 
rntes are low or eyen unreasonably low, \\hlch being a matter 
of opinion is not susceptible of exact proof; that a public-serYice 
corporation assume duties pertaining to goyernment. such 
duties as the Government might, except for the interposition of 
the individual or corporation, itself perform for the people to 
be served; and fina11y that so long as the goT"ernmental au­
thority fixing the rate stops short of a deprintion of all profit, 
or of auy whateyer, the party affected can not complain, since 
he may at any time abandon the sen-ice a.nu allow it to be re­
sumed by the Government. So the proper question in all such 
cases i. , not whether the rate is reasonable in point of profit­
yielding po\\er, but reasonable from the standpoint of the man 
who pays it; anu this consideration ought to control the case, 
notwithstanding that the rate may be low, or even unreason­
ably lo\Y, until the actual confiscatory point i. reached. 

But the Covington Turnpike case was the last of a long line 
of decl ions beginning with l\lunn v . Illinois. The rai1roil11 
economists llad, by 1 97. when Smyth v. Ames (16!) U. S., 466) 
\\as decided, succeeded in creating a hesitating state of judicial 
mind and a reluctance to carry forward into cases involving 
railroad rates the principles which they had previously e tab­
lislied and adhered to. Tl.le decision in the last-mentioneu 
case was, we might say, rather hazy. It was \\hat in chemistry 
would be called a blend, rather than a compound. The sounu 
T"iew·s in prior ca e · were ingenuously mixetl with the self- erying 
Yiews of the railroad lawyer· and economists. In one part of 
the opinion it was said that the sole criterion was the nlue 
of the property devoted to the public use, while in another 
several other matters were mentioned to be properly considered, 
and, among them, the market \alue of stocks and bonds. It 
ffas said (p. 546) : 

We hold, however, that 1be bal'is of all calculations as to the rea­
sonableness of rates to be charged by a corporation maintaining a h igh­
way under legislative auction must be the fair Talue of the property 
being used hy it for the convenience of the public. And in order to 
ascertain that value, the original cost of construction, tbe amount 
expended in permanent improvements, the amount and market value of 
it bonrls and stock, the present as compared witb the original cost 
of construction, the probable earning capacity of the property under 
particular rates pre. cribed by statute, and the sum required to meet 
operating expenses are all matters for consideration, and are to be 
given such weight as may be just al4d right in each case. We do not 
say that there may not be other matters to be regarded in estimating 
the value of the property. What the company is entitled to ask is a 
fair return upon the value of that which it employs for the public 
convenience. On the other band, what the public is entitled to de­
mand is that no more be exacted from it for the use of a public high­
way than the services rendered by it are reasonably worth. 

There may be those blessed with sufficient mental skill or 
subtlety to state how an the matters here mentioned cap be 
brought together, with other matters intimutetl but not specified. 
as a basis of fixing a rate. But I must confess myself unequal 
to the task. If the value of the property is to receiye principal 
consideration, as the court asserts, then what consideration 
should or can the market v-alue of stocks and bonds receive'? 

We need not dwell upon one or two decisions of the Supreme 
Court and several by the Interstate Commerce Corµmission and 
the F'ederal courts intermediary between those abo\e referreu 
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to and that in Wilcox v. Consolidated Gas Co. (212 U. S., lQ). 
The latter case· evidences progressi"rn strides ~ false and 
vicious ecouomlc education. Now, the Consolidated Gas case 
pre ented exactly the same issue as that presented in any 
railroad rate case. The body of gas consumers answer to 
the whole body of transportation consumers on the lines of a 
railway system anywhere, and the relation of the gas com­
pany to the public is in all essentials similar to that of the 
i·ailroad company. While the action of the. court was not con­
clusive of the ultimate rights of the parties, yet the Yiews of 
tile court, expres ed in the course of its opinion, are significant 
of its changed economic attitude since the decisions in the turn-
pike and stockyards ca e . -

There must-
Snys the court-

be a. fair return upon the reasonable value of the property at the time 
it is being used for the public. 

The word "mu t,'' insertfd by the court in lieu of the Trords 
"may, on condition that the rates to consumers are just and 
rea.,onable," contained in earlier opinions, marks the great 
change wrought by the schools for the propagation of economic 
error maintained in this country. They are maintained out of 
the vast profits realized on exploitation of the public through 
exorbitant rates. But the court declared that the franchises 
of the company, which it was admitted did not cost it a penny 
and represented merely the voluntary abdication by the State 
of New York of a particle of its sovereignty, should also be 
valued as part of the aggregate upon which the consumers 
should be compelled to pay rates. The court said: 

It can not be disputed that franchises of this nature are property 
nnd can not be taken or used by others without compensation. 

We do not fully comprehend the significance of this declara­
tion, principle, or dogma of rate fixing unless we reflect that 
the Consolidated Gas Co. is an absolute monopoly, with the 
usual history of such monopolies of which flagrant dealings 
with municipal authorities and scandalous stock inflations 
.were prominent incidents, and that the so-called franchises 
simply stand for monopolistic power acquired through practices 
which I would not care to properly designate unless willing, 
which I am not, to take up your time to insert the proofs. But 
that gas company, like all such, and like all railroad compa­
nies, possesses real taxing powers within and throughout the 
territory in which it operates. The folly and injustice of plac­
ing a valuation upon the monopolistic sovereign power after 
valuing all tangible assets is readily seen. But that is a right 
or privilege that municipal monopolies and railroad companies 
now insist upon, and what, I regret to say, the courts and 
Interstate Commerce Commission now concede. 

'1.'hat the assets of tl1e Consolidated Gas Co. represented little, 
if any, original investment but what Thomas Lawson would 
can " made " dollars, is shown by another part of the opinion, 
where it said: 

The evidence shows that fi·om their creation down to the consolida­
tion in 1884, the2e companies had been free from legislative x·egulation 
upon the amount of the rates to be charged for gas. They had been 
most prosperous and had divided very large earnings ln the shape of 
dividends to thefr stockholders, dividends which are characterized by 
the Senate committee appointed in 1885 to Investigate the facts sur· 
rounding the consolidation as enormous. The report of that committee 
shows that several of the companies had averaged, from their creation, 
dividends over 10 per cent, {l.nd six companies in the year 1884 paid a 
dividend upon capital which had been Increased by earnings, as in the 
case of the :Manhattan and the New York, of 18 per cent, and, had it 
been upon the money actually paid in, it would have been nearly 25 
per cent. 

It is these yiews and similar views of the courts and their 
echo and repetition by interstate commerce commissioners which 
have led me to offer the substitute amendments already inserted 
in the record. The true theory is that the Government shall 
regulate and control rates. But the Yiews which I haye quoted 
and intend to quote would make the Government the guarantor 
and underwriter of profits, and the vice of such views is but 
slightly alleviated, if at all, by the use of the qualifying word 
' ·'fair." The Government has no better authority from the 
people or from the laws of the land to insure fair profits to a 
particuJar class of business men than to insure to them the re­
ceipt of an unfair or exorbitant profit. The one rule makes 
of public-service corporations the servants of the public, which 
.was the original and is the proper conception of them. The 
other rule makes of them the unbridled masters of the people. 
The proper view is that the citizens of the Republic are free­
holders in tlteir relation to common carriers and that the latter 
are their agents. The perverted view adopted by juages and 
commissioners makes every ratepayer a taxpayer to each and 
all of so many little sovereignties or municipalities within their 
°'Yn domain and hewers of wood and drawers of water under 
sublords ruling them in the name and right of private corpo1;a-

tions clothed with sovereign powers of taxation and exploita­
tion. In the report of the commis8ion for 1908 on the qnes~ 
tion of what constitutes tlle reasonable rate we find this Inn~ 
gup: . 

When •. however, all has be~n said along these lines that may properly 
be said .1t neverthe~e s remams as a fundamental proposition that the 
actual mvestment m an enterprise needed for· giving the public ade­
quate ti·ansportatlon facilities is entitled to and should have u l'ea 00• 
able return, and no more than a reasonable return, in the form of a 
constant profit; and a reasonable schedule of rates ii;i one that will 
produce such a result. 

So, here we see the words "constant profit" used· so here 
the commission declares its policy to be to fix its 

1

eye~ con­
stantly. and e~clusively upon railroad interests until they are 
secure rn receipt of a " constant profit." And the same in some 
form is to. be found in each subsequent annual report. The 
statement 1s on its face plausible and well calculated to deceirn 
one wh? is simple-minded or indiscriminating in thou<Yllt auu 
express10n. i:. 

The true rule is that if the public be wen served at fair and 
r~a.sonable rates, or rates fixed under really competition con­
ditions, then there should be no reduction of rates so lonO' a 
they produce onir a reasonable return on the property. This 
rule of r~te ~ak!ng compels th~ rate-fixing authority to begin 
a~ ~e ~h1p:per s side of the question and to only take up the car· 
riei· s side if th.at becomes necessary; that is to soy, when it is 
alleged that fair and reasonable rates for the shipper are con­
fiscatory .of the carrier's .Property. It is no valid objection to 
rates w!11ch are only fair and reasonable from the shipper's 
standpomt that they are unreasonably low from the carrier's 
standpoint, because e\en unreasonably low rates may yield some 
profit, however small? a;id be therefore nonconfiscatory. What 
the courts an~ comi:niss10ners have ~one in recent years was to 
start the ~onsid~ration of each question from the carrier's side; 
to st31rt w~th this heresy that at all events, aside from all other 
considerations and ·egardless of the effect upon the fortunes of 
shiI?pers, the carrier was entitled not merely to protectiol} 
8:gamst a confiscatory rate, but to a l'eturn, usually placed at or a 
little above the rate of interest on mortgage loans. To "h·e 
su.ch a rule univer al application is to guarantee not only 

0

the 
solvency but the financial success of the most recklessly dis­
ho~estly, and wastefully managed roads in the counh·y, or those 
~hich but for ti:e Government sanction thus given to ex-ploita­
tion_ of the public would have to go into liquidation and reor­
gamz~ on a sound and honest basis. An exemplification of tile 
practical application of this modern theory is seen in the 
Spokane rate case, where the commissioners decided that rates 
which ~tisfied the financial needs of the Northern Pacific and 
gave the holders of its enormously inflated stocks the dividends 
which they demanded were just and reasonable, though the same 
rates in t~e case of its com:petitor, the Great Northe:i,·n, yielded 
nearly twice the same dividend rate in addition to ennblin"' it 
to pile up a large surplus for extensions and outside investme~ts. 

It was in view of the earlier decisions of the courts that the 
words "fairly remunerative" in the provision requirin"' the 
com.mission to ascertain and enforce reasonable rates ::.were 
stricken out of the Hepburn bill in the Senate in 190G, as the 
record of debates shows. But, contrary to congressional intent, 
as thus expressed, these words were, by the commi sion, in the 
Spokane case and in other cases, interpolated by consti·uctiou ns 
part of the statute, and the real purpose of the law nullified. 
Another proposition, well established by former deci ions, has 
been completely ignored or overlooked by the commission, a 
well as the courts, in recent years; that is, that no loss, whatCYer 
its form or extent, is protected by the rule against confiscatory 
rates unless resulting directly from the action of a legislafrre 
or official body, though such loss might be so great as to end 
in insolvency. If in fixing reasonable rates on one road an­
other in competition with it finds its rates so reduced that it can 
not do business except at a loss, that should be attributed to 
the operation of competition and only indirectly, if at all, to 
the action of the commission. 

The decision of the commi sion in such a case would be un· 
assailable and invulnerable as against any constitutional ob· 
jection. The disastrous and far-reaching effects .of tbc non· 
observance of this principle can scarcely be ~xaggerated. The 
counter proposition that the wealrnr, wor e managed, more 
injudiciously located or constructed facility, or the one whose 
mechanical form has been antiquated and superseded must 
nevertheless be secured and safeguarded against loss and the 
possibility of destruction from competition has tound favor in 
the official minds of the commissioner. Outside the commission 
there is no help and but little sympathy for one who has been 
struck down by the wheels of progress; but with carriers in in· 
terstate conlinerce, under the interstate-commerce act as pater­
nally administered by the commission, it i~ 1ery different ~he 

' 
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whole situation is best shown and illustrated by a discussion of 
the history of some of the trunk lines, and a statement of the 
relations between the carriers between the Atlantic seaboard 
and Chicago and other cities of the Central West. I deem it 
unnecessary, however, to encumber tlle record with the details 
of that history which must be already well known to many 
Ilepresentati'res. 

But in the case of what are known as the trunk lines there 
is presented a striking and important illustration of results 
flowing from the adoption by the commis ion of the " constant­
profit" theory of rate making. The rates of the Pennsylrnnia 
and New York Central, whose lines reach all the important 
busine:ss centers of the West, have been fixed exclusively by 
the railroad managements themselves, with no limitations what­
ever except with reference to what the traffic would bear. 
Their rates have never been examined or investigated by the 
commission as to their reasonablen~s or unreasonableness. 
It appears to have been con ·idered entirely proper that the 
public ~hould pay these companies considerably more for a 
giYen passenger service than is paid for the same service to 
the Baltimore & Ohio, the Erie, and certain other trunk lines. 
Now, it is undeniably true, a fact admitted by the railway 
managers at the rate-advance hearings illl 1010, that a hard 
and fast agreement exists between all the trunk Hues, and 
that they maintain a central association, or bureau, in New 
York City. '.Cheir combination would, howeyer, be 11owerless to 
maintain unreasonable. rates without the recognition given by. 
the commission to· the "constant-profit" .theory. But with 
that recognition and adherence to their established practices, 
the associated trunk lines are able to exactly re-verse the nat­
ural order and substitute self-interest for the interest and 
welfare of the public. If the economic law of competition were 
allowed to operate in trunk line territory the lowest rates be­
tween the East and West would be those o-rer the most natural 
and direct and the best equipped routes-that is to say, oyer 
the New York Central a.nd PennsylYania. They haYe elimi­
nated all difficult grades and curyes, duplicated trackage, 
ncquired terminal facilities, and proYided themselyes with 
superior motive power and rolling stock until they can move 
a given tonnage oYer a. long distance at less than one-half 
what the same would. cost oYer other and inferior roads. 

By acting secretly in concert and by constant readjustment 
and classifications of rates, thus working them up from one leyel 
to another, they have escaped entirely the regulative powers of 
01e commission and become a law unto themsel-ves. The com­
mission could not now, under existing law, even if so inclined., 
examine and pass upon the rate question in it a11plication to 
the whole trunk-line situation and establish in trunk-line terri­
tory a system of rates. Indeed, Congress has heretofore, un­
wisely I think, withheld from the commission any such power. 
Without it it is idle to talk about any general rule for ascer­
taining the reasonable rate, and the rule of a constant profit 
for the carriers, in adclition to being destructiye of all other 
interests, is a pure invention to serve the · selfish purposes of the 
railroads. 

The difficulty of fixing reasonable rates for a single railroad 
lies in the great differences between conditions affecting rail­
roads which under normal conditions would be in competition. 
In this same trunk-line territory are lines of yarying financial 
trength and condition with reference to the cost of operation 

and Yolume and profitableness of traffic. For instance, there is 
in trunk-line territory the Pennsylvania and the Erie. The 
financial condition of the Pennsylvania is such that it can 
refund its bonds at 3 and 3! per cent, and its stocks, though 
inflated and consisting largely of duplications through absorp­
tion of sub icliary lines, is far above par, and the company 
could continue its G 11er cent di"vidend rate with even lower 
rates than it now charges and still accumulate Jarge annual 
surpluses. The Erie, according to testimony giYen by its vice 
president in tlle rate-advance cases, bas the most pressing 
financial needs, paying no dividends on its common stock and 
being under an immediate necessity of raising $13,000,000 for 
general improvements. He also stated that $35,000,000 was 
required to put it in effective condition of construction and 
equipment. Now, the rates which are necessary to keep so 
1Yeak an enterprise as that in a competitiYe position as against 
the tronger h·unk line must necessarily render the same rates 
on the business of the latter exorbitant. To reduce their rates 
on through traffic without a reduction also of the Erie's rates, 
or to increa e the Erie's rates without also increasing theirs, 
\YOuld do the Erie no good, because the immediate effect would 
be to diyert to them mo t or all of the Erie's through business. 
So, in order to make a practical application of the theory of a 
constant profit to all carriers and keep water-logged. enter-

prises afloat, the public must pay annual bounties amounting in 
the aggregate to hundreds of millions of dollars over and aboYe 
what the shippers consider just and reasonable rates. 

The uniformity and stability of rates required. by the business 
interests of the country can neyer be secured through the 
commission so long as its functions and powers are limited as 
at present by the interstate-commerce act. It must have power 
to revise and readjust entire schedules, and not only entire 
schedules of particular roads, but of whole systems and by 
large areas, thereby producing tmiformity, justice, and reason­
ableness on all lines; for instance, on all the lines in trunk-line 
territory, on all lines in cenh'a1, western, and southwestern 
territo.ry, simultaneously, and from time to time, as often as 
is necessary to maintain justice, reasonableness, and equal 
treatment of shippers. The commission ·musu be authorized to 
harmonize inconsistent rates, to equalize discriminating rates, 
and to reduce high rates whereyer found. These powers it 
can not exercise without the enlarged powers which would be 
conferred by the adoption of my amendments. The only uni­
formity proYided for in the interstate-commerce act is uni­
formity in the treatment by each railroad of its. own patrons. 
'The second section of the interstate-commerce act prohibits a 
common carrier fTom charging one person more than another 
for the same service, but it does not nrohibit a carriet' from 
charging one person more or less than another railroad charges 
the same person or another for an equal service. 

The third section of the interstate-commerce act forbids a car­
tier giving any undue pref~ence or advantage to any person or 
locality, or kind of traffic, oyei· another. But this only applies 
to fue action. of a railroad toward the people or places sen·ed 
by it. It does not protect them from monopolistic and exorbi­
tant rates when no competition is at hand, and so, too, with refer­
ence to the long-and-short haul proyision in the fourth section. 

To enable the commission to fully perform its duties, it should 
have power, as contemplated by my amendments, ·to increase; as 
well as to reduce, a rate. Without this additional power it can 
not effectively harmonize and equalize rates or deal with entire 
schedules. 

Two principal reasons have been heretofore urged against con­
ferring the power upon the commission to formulate or revise 
schedules. The first was presented by the railroads. They 
claimed the right to initiate all rates themselves. They urged 
that to confer so broad a power upon a governmental agency 
was to take from them the only power which rendered their 
properties of any \alue. The second objection was constitu­
tional, thonO'h probably originating in the same fertile brains of 
counsel for the railroads. It was argued that if the commissio:a 
~ould adopt and put in force rates by -wholesale for one company, 
it could do so for all nt once, which \YUS not merely applying a 
statute to fact , but the exercise of outright legislative func­
tions. The constitutional objection was not clearly, if at all 
distinguishable from that based upon policy. Without turning 
aside to debate the issue, I \enture to pronounce both objections 
untenable. The Supreme CiOurt in the Southern Pacific Lumber 
rate case, decided Jast year, limited the con truction of the po"\\­
ers of the commission under the present law as I have ju t 
stated. 

We are cli adrnntaged by our environment in the very midst 
of events constantly transpiring all around us in the world of 
railroad construction, finance, and-.. operation. Transportation 
of persons and property are inter-iVoven with our every-duy 
affairs and our very existence, so that we have failed to sec 
the trend and drift of the matter, or to discern the final solu­
tion of the problems presented. to us. The figures representing 
the present financial status of the railroads mystify us by their 
magnitudes. We can only understand their significance by com­
parisons. 

The pre eut capitalization upon which we are paying interest 
and dividends by way of rates and fares is, according to the 
latest report of the Interstate Commerce Commission, eighteen 
billions of dollars. In so fa.r as this ya t sum represents actual 
investment, it is for the most part investment made by the peo­
ple who use-and who have no choice in the matter-the facili­
ties provided, comparatively few of whom own any of the stocks 
or bonds. Yet tlle holders of these arc constantly referred. to as 
inYestors whose investments must be safeguarded against any 
diminutio:a of returns which have gone on increasing provor­
tionately as their property has been added to by accretions from 
collections which their patrons had no option but to pay. 

1\Iy theory, and that upon which my substitute is based, is 
that existing rates on the strong and dominating lines in each 
group of railways are kept too high in order that their weaker 
competitors may enjoy, as of right, this constant profit; that 
this ignores the right and interest in the subject of the public; 
that the commission should be constrained by law to take Ul} 
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the rates on each of these stronger lines ns a. schedule or body 
of rates and reduce them to the point of rensonableness and 
justice to the shippers, ignoring the claims of the stockholders 

·until in the course of the reduction the confiscatory point is 
reached. The rates of the weaker lines are now regulated by 
illeir stronger competitors, the rates of the latter not being 
regulated at all. If the commissioners be giYEm power to take 
up the schedules of the strong roads upon their own initintive 
and without ha.Ying to wait for complaints, and to regulate 
them, by which I mean reduce their rates, the rates of the 
weaker lines will be thus indirectly and automatically regulated, 
without att~tion and labor on the part of the commission. 
'l.'lrnt is what I haYe in mind in confining the physical valua­
tiou to selected systems and dealing with a.11 the lines and sub­
si<liaries constituting such systems in their entireties. My pur­
po e is to haYe regulation a sume a direct, practical, and effec­
tive form, to be more economical, and not to continue as a 
mere farcical but costly pretense, as it has been thus far. 

There is nothing, either in the law or in what is popularly 
known as equity, as applied to matters of public concern, to 
warrant the commission in giving consideration to the alleged 
fiuancial nece ities of any corporation. A railroad corporation 
is not a public institution, nor public in any other sense which 
would place its affairs under the care of the Government or 
make it the duty of the commission to provide for its safe deliv­
erance from the incom·enience of scant revenues, or even from 
insolvency. The railroads are not of public concern in any such 
sense and their managers do not so consider them, when dis­
cu sing their legal relation, except when insisting upon being 
safeguarded by the Go1ernment through high rates against the 
results of each other's competition. No matter how important 
nny single railroad company may be to a particular city or sec­
tion, not one of them is of common interest to all the people of 
the Nation. The transportation business of the whole country, 
which practically re oh·es itself into what may be designated as 
"the railroad business,'' is of general, or, rather, of universal 
interest; and it is that business rather than any particular 
railroad corporation which Congress has been empowered by 
the Constitution to regulate. This is the view thus far taken 
by Congress; and the proposition that the financial welfare or 
the financial affairs of any particular railroad ought to be con­
sidered by the commission as the subject matter or part of the 
subject matter of any rate case or question before them, or 
otherwise than as a limitation to be pleaded in a proper case 
by the particular carrier involved, was never within the pur­
Yiew of any legislation thus far enacted, but was a pure inven­
tion by commissioners unwilling to perform their full official 
<luties. 

The services nnd the rates are the only matters pertaining 
to common carriers with which the public have to deal or with 
which they come in contact. They have nothing to do with in­
ternal management, nor should their interest in just and rea­
sonable rates be confounded or complicated with those of stock 
and bond holders. The commission would have plenty to do if 
they looked carefully after the rates and service. 

The provision of the committee bill injecting the subject of 
stock and bond issues into the scheme of valuation is one, which 
in my judgment, is fraught with mischief. It imposes upon 
tile commission a useless, if not in fact an impossible task. 
But the strongest argument.o.gainst it is that it carries with 1t 
nu assumption that the Government is under some sort of obli­
gn ti on to the carriers with respect to their internal finances 
and prirnte relations to the holders of stocks and bonds . . An 
inquiry, such as is provided for in the bill, as to the minute 
history of every issue of railroad stocks and bonds is one from 
which u commission composed of many members and provided 
with unlimited revenues might well wish to be excused. It 
a1lpen.rs to me as impossible as it is useless; and if the exp~di­
tures by the commission during recent :fi cal years when it was 
engaged in only its routine duties may be accepted as an indi­
cation of the cost of the work directed by the bill to be done, 
we would do well to give that phase of the subject our most 
serious consideration. The estimates of cost given by the com­
missioners are mere guesses and not very shrewd guesses at that. 
It will take seyeral years to obtain the data, and at the end of 
that time it will be fit only for the junk hea.p. So many changes 
will have occurred that the data would afford no satisfactory 
light on an:y que tion properly before the commission, even if it 
could ever w placed in manageable form. None of the com­
mis ioners nor any member of the committee was able at the 
hearings or is able now to suggest any definite use for the 
outcome of all this labor and expense. I do not deny the power 
of Congress to obtain all the information specified in the bill 
and to spend all tlle money necessary to obtain it. But I look 
upon the theory of rate making underlying it as peculiarlY-

and stupendou ly vicious. I favor a fair valuation of the 
properties of not more than 10 great dominating railway sy -
tems, not with a view to making the -rnlues found a basis of 
rates, but in order that when the commission undertakes to 
establish a rate or a schedule of rates in any particular in­
sta.nce, it may ha"te at hand a minimum Standard below which 
it can not go. That is not any standard prescribed by Congre s, 
but that already fixe.d in the Oonstitution. The rule giyen by 
Congre s to the commi ion that all rates shall be just and 
reasonable is the eqnlYalent to no rule at all and lea1es with 
the com.mi sion unlimited arbitrary power anywhere and every­
where aoo·rn the confiscatory point. With the transfer of this 
great discretionary power I find no fault. It is the best that 
Congress could do under all the circumstances. 

But I am interested in having the power justly and wisely 
executed in the public intere t. And inasmuch as I know that 
the commission has been controlled in the exercise of power 
by theories which were subversive of public interests and of 
great practical and unfair advantage to special interests, I 
have proyided in the substitute bill for a complete reorganiza­
tion of the commission. The substitute contains a compre· 
henstye new grant of powers to the cornmi sion, as heretofore 
explamed, and the people are entitled to haYe these broad and 
far-reaching powers exercised by men who are untrammeled 
by their records and unfettered by their preconceiJtions of 
duty under the law. It is proYided that the terms of office of the 
present incumbents shall end upon the appointment of their 
respectiye succe sors, but the present incumbents are not dis­
qualified for reappointment. The membership of the commis­
sion is increased from 7 to 15, a provision whie.h is obviou ly 
proper and necessary if the e important and comprehensirn 
new powers and duties are conferred. But I do not care to 
go into the details of procedure. 

The revision of a yast schedule of rates for one of our great 
systems, affecting directly the salability and market price of 
thousand~ of articles of commerce, consulting and conserving the 
material mterests of all the people of large sections of the coun­
try, are of equal importance with a revision of one, and if the 
power conferred l1))on Congress herein is not to remain a dead 
le~ter, or its exercise not to be purely farcical an(l perfunctory, 
this great power must be lodged somewhere. The policy of 1e t­
ing it in a commi sion is too firmly establi hed to be reversed· 
and the time hns come when the work of regulation mu t b~ 
begun in earnest. The matter can not longer be trifled with on 
a.ny shallow pretext or false theory whatever. It is a work 
~a ving the practical effects of legislation, though the unques­
tionably constitutional form will be administrative. 

There are those, and their number is not small nor are they 
W:ithou~ influence, who will object to the giving of such . large 
discretionary powers to a commission. But to continue the 
methods pursued thus far is to make a mere pretense of regu­
lating the rates and se1Tice of the railroads. Cono-re s after 
illegalizing all ·except just and reasonable rate lm left the 
determination of the question of what rate are ju t and rea­
sonable entirely to the commission with tlle due process of law 
clause of the Constitution, forbidding confiscation, as an irre­
ducible minimum, with all the traffic will bear as the maximum 
limit. The policy and practice of the present cornmis ioncrs 
has, as a general rul~, allowed the railroads to r ach, practice, 
and maintain the maximum. As to what constitutes a just and 
resonable rate is, and under any plan of regulation through n 
commission that can . be de1i ed must ever remain, largely a. 
matter of opinion, and yet it should be under tood by the pre -
ent commission and by any commission that may be appointed 
hereafter that the freight-paying public will consider any rate 
too high which gives the carrier too much of the margin of 
profit between production and sale, a margin which is i-epre­
sented in the seUing price and must be dh·ided between pro­
ducer, carrier, and one or more intermediaries, and that any 
schedule or system of rates is too high -which prouuces in any 
one year a large surplus to pay diYidends on wate1·ed tock, or 
to be laid out in the same year in additions and l ermanent im­
provem~ts. To merely say that rates on a given kinu or class 
of goods, or on a given commodity, are too low, or that they do 
not yield enough rernnue to suitably compensate for the service 
performed in their tran portation prove nothing. Nor would 
the fact that the service actually cost more than the rate 
charged necessarily justify an increase of the rate since many 
services of carriers are performed at rate which do not equal 
the cost. Nor woultl. evidence that any ingle rate produced 
less revenue than the outlay to have the service performed be 
accepted as sntlsfactory proof that such rate was confLscatory 
or even uneconomical. 

These points ha.Ye been decided and settled from time to time 
bY. the courts and by the commission itself, and by such deci· 
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sions have conclusively established the necessity for the con­
sideration by the commission of the relation of rates and of the 
combined effect of entire schedules of rates. The commission 
has in fact, and necessarily, exercised the power to consider 
such relation, to make comparison of particular rates in issue 
with rates not in issue-in short, to consider correlated rates 
in order to reach anything like intelligent conclusions, notwith· 
standing that the courts have, as before shown, denied to the 
commi~sion the exercise of any such ample and essential powers. 

The railroad managers and representatives earnestly and 
e1en persistently cultivate in the people those hopes and fears 
which make for corporate enrichment and popular loss. To 
them and their activities more than to aught else is due that 
morbid appetite for commercial conquest which has led to n 
wasteful exploitation of our diminishing natural resources. If 
a few square miles are found remote from railroad lines, the 
residents of that area are soon convinced of their complete 
isolation from the balance of the world and made to believe 
that the only thing needed to insure them plenteous prosperity 
and content is the advent of a railroad. And urban populations 
are in divers ways and through various channels and instru­
mentalities of false construction convinced that any legislative 
interference with railroad extension is a dire menace to prog­
re s, and that the financial condition of the railroads, reflected 
in earnings and dividends, is the true barometer of general 
business, and that a showing therein of a large balance in favor 
of the railroads constitutes the mainspring of universal as well 

.o.s indi\idual prosperity. l\Iuch that is promulgated on this 
subject begs the que. tion and ignores not only the presence in 
the statute books of the interstate-commerce act but also the 
public duties of the carriers. 

With a view to promoting general prosperity the cmTiers 
would compel large contributions from the purses of rate payers 
to those who in the opinion of the railroad economists are best 
qualified to bring about and maintain it by the circulation of 
money that such extensions would require. The railroad cor­
porations dominate all other business, in addition to having 
absolute dominion ornr their own, and often rob particular sec­
tions of the country of the advantages which would natura1ly 
belong to them by reason of water transportation or other­
wise, and the brazen claim is now made that their demand for 
high rates should be sustained in order that the shortest 
through route to general prosperity is by way of increased em­
ployment for labor by them, to be paid from large surpluses, 
only possible if high rates be charged and collected. 

1.'here was recently published an article by a leading railway 
president and publicist containing a eulogistic passage con­
cerning the tendency of present freight adjustments to gi"rn to 
purchasers the choice of supply from various producing regions, 
inducing and compelling competition to hold down prices and 
give them uniformity. 'rhus we see that the railroads, while 
claiming and receiving exemption from each other's competi­
tion and clamoring at the doors of Congress to ha\e legalized 
their practice of eliminating competition by ·combination, :ret 
claim and exercise the prerogati\e of promoting and intensify­
ing it among persons engaged in the production and sale of 
commodities. 

The Interstate Commerce Commission made a report in 1904 
showing that the railroads were then realizing dividends on 
their outstanding stocks of 5i per cent. They also showed that 
at least one-half of the stocks did not represent any original 
in-vestment. So the equitable o""Ilers of the railroads were then 
enjoying at least 11 per cent net profits on investments. Since 
that report was made there have been vast issues of stocks, 
estimated by competent authorities at $5,000,000,000. That means 
upon this new doctrine of "a co.nstant profit" a vast inflation 
of the mortgages held by the railroad :financiers ostensibly upon 
the properties, but in reality upon the Nation's commerce and 
industries. Kevertheiess, the average dividend rate has in­
creased until, according to the 1910 report of the commission, 
it averaged 6.43 per cent; and according to the latest report is 
nearer 7 per cent. And the railway overlords and those who 
officially favor them now claim that a guaranty of this, or at 
nny rate some fixed income, should become a settled policy of 
the Government. 

As a further illush·ation of the view taken by railroad man­
agerg the testimony of · Vice President Gardiner, of the Chicago 
& North Western, in his testimony taken at Chicago by the 
Interstate Commerce Commission, in 1910, is interesting. His 
opinion coincides with that of the commissioners thus far ex­
pressed, that the railroads should collect rates high enough to 
safeguard them against embarrassment and enable them to ac­
cumulate surpluses in anticipation of all possible contingencies 
and periods of general depression, without reference to the 

nature or cause of its effect upon other interests. Speaking of 
the size of this surplus, he said: 

It should be large enough, however, as an insurance against the loss 
of crops for two or three years, or a calamity, or something of that sort. 
It would take a wise man to say even how much surplus the North West­
ern should have. The directors would be the only body I know of who 
could say that finally. 

I would like to know what Vice President Gardiner and others 
would say to a proposition coming from the merchants, farm­
ers, and shippers generally of the Northwest that the balance 
of the people of the country should be compelled to pay them 
for what they ha-ve to sell prices sufficiently above the com­
petiti\e market price to enable them to carry their indebtedness, 
pay wages to their employees, profits equivalent to the divi­
dends paid by the railroads, and still enough more for lnrge 
bank balances to meet all re-verses and misfortunes, including 
those resulting from bad management. And the company for 
which Mr. Gardiner spoke has carried out his theory in prac­
tice. In the past 10 years not only has it paid out of its snr­
plus $56,000,000 as dividends on $85,000,000 of capital stock, but 
accumulated an unappropriated surplus of $30,000,000, consti­
tuting in the aggregate a net return to its stockholders of more 
than 10 per cent per annum. 

In view of the fact that consideration of the pending bills 
and of my substitute in compal'ison therewith renders proper, 
or rather necessary, an examination of the whole subject of 
railroad finance, I will call attention to the railroad returns 
for 1910, the latest available which are complete as shown by 
the report of the commission. It will be remembered that in 
that year there was a concerted and preconcerted increase of 
rates, which was checked by timely action on the part of Con­
gress authorizing the commission to suspend the increases and 
placing on the carriers the burden of 'Proof to show necessity 
for the increases. The figures for that year are a study by 
themselves and an object lesson of the limitless greed and 
rapacity of railroad managers when left without legal check or 
control. The total net operating revenues-that is, the profits 
of operation-were $938,121,000, or an increase oYer 1909 of 
$110,306,000. One significant fact about the figures is that the 
gross re>enues or collections for 1910 were $335,934,000 more 
than for the preceding year. For 1909 they were $2,443,312,000, 
and for 1910 $2,799,246,000. At the same rate of increase they 
will soon reach and pass, if indeed they have not already 
reached and passed, the three-billion mark, while if the in­
crease in net revenues is maintained. these will soon_ reach and 
exceed the billion mark. Another significant fact is that the 
increa e of net, despite all that was then said about increased 
cost of operation, almost exactly kept pace with the gross in­
crease, being 13~ per cent. It was a substantial increase not 
only of aggregates and per unit of service but per mile of 
railroad. 

Here are the figures : 

Total 
a>erage 
mileage. 

1909 _ _____ -- --------------------------- 233,002 
1910 ______ - . -- - - --·- ----------·---·---- 236,690 

Operating Operating! Net in­
revenue expense come per 
per mile. per mile. mllc. 

$10,486 $6,933 1 $3,553 
11,742 7.778 3,964 

The ordinary business man may, out of the profits of one ye:ir's 
business, buy an adjoining lot and enlarge his store or other­
wise invest money to make it more convenient and attractive. 
He does not thereby acquire any claim, based on right to in­
crea_se the price of his goods, even if not prevented by competi­
tive conditions. He enlarges his plant by investing more money. 
If he has the capital, so much the better. If he has it not, it 
may be expedient to borrow it in order to meet the demands 
of a growing business. In the latter case he must pay interest. 
In either case he must take the risk and determine at his peeil 
whether the enlargement or addition will result in profit or loss. 
He never attempts to add the cost of enlargement or the interest 
on the indebtedness so increased to the price of what he bas to 
sell, but looks to au increased yolume of sales at the usual :mn. 
normal profit. But the railroads object to any such view being 
taken of their business. Not content to await the growth ot 
business and the ri e of normal demand for the utilization of 
their improved facilities of transportation to restore their cash 
or meet their obligations, they are constantly insisting upon 
increases in the price for the service which they furnish arnl 
increased profits. Nor is there anything in the bill reported b,y 
the committee to prevent or check this tenc.lency and practice 
of the railroads, but its inevitable effect will be to sanction, aid, 
and perpetuate it, 
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There is an important phase of railroad finance which has 
thus far received very little public attention, but which becomes 
important in any thorough consideration of the issue presented 
by the committee bill. Notwithstanding that the railroad cor­
porations have worked up their net revenues from operation to 
the billion dollar mark, they are in receipt of additional large 
incomes from investments in what is really a banking or money­
lending business. This refers to the large holdings of some of 
the principal companies in the stocks and bonds of other com­
panies. According to the latest report of the commission on 
the subject the aggregate of all issues of stocks and bonds is 
eighteen billions of dollars, of which about four and a half bil­
lions are duplications. .Most of these duplications consist of 
"trusteed" stocks, upon which interest-bearing bonds have been 
issued, constituting two distinct capitalizations, the one con­
cealed beneath the other, upon both of which profits, to wit, 
dividends on the stocks and interest on the bonds are received 
by the holding company. But as I went into this phase of the 
subject at some length on a former occasion I will not now dwell 
upon it. 

The indifference of large shippers with reference to increases 
of rates by changes of classification is remarkable. This remark 
is especially applicable to the big eastern shipper. His goods are 
sold "free on board," and he has no interest in the movement 

.and but little in the rate . He leaves the classification exclu­
sively to the railroads as a matter of no personal concern, and 
without even noting the changes through which the carriers 
gradually and almost imperceptibly work up the rates until they 
are actually unjust and unreasonable, without anybody being 
able to prove it otherwise than by comparing them with the 
rates made years ago, the burden being shifted to the West and 
South. But though we may be unable to trace out and describe 
the minute steps and processes by which rates have been in­
creased, or the dates and methods, except in particular instances 
of litigation before the commission, yet we are able to dem­
onstrate from general statistics that there has been a general 
increase in the cost of transportation. The aggregates of in­
creased earnings and profits are no doubt due in part to increased 
Tolume of business, but that falls short of accounting for all of 
it. ·If all or nearly all of it were assignable to that cause it 
would involve the assumption that there had been an abnormal 
increase in railroad traffic during the last decade, an increase 
out of due proportion to that shown in the preceding decade, 
and we know that there was no such disproportion. Nor can it 
be, except in some small 'Part, attributed to the increased capac­
ity and effectiveness of railroad mechanism, because locomotives 
nnd cars had almost reached their maximum capacity and road­
beds had already been placed in good condition 10 years ago. 
Whether attributable, however, to increased rates or not, this 
increased and constantly increasing profitableness of railroad 
operation has its origin in the rates paid by shippers, rates 
which should be reduced, especially in view of the fact that net 
·earnings have reached a glaring disproportion to the average 
returns to persons engaged in other occupations. 

We all know that this question, presently and prospectively, 
is one of greatest concern. The question of transportation 
finance is scarcely 'less important nationally than that of gov­
ernment finance. The establishment by legislation of an incor­
rect principle or policy for dealing with the railroads may be as 
fatal to general prosperity as would be a vital change in our 
form of government. It is much to be deplored that we can not 
fully understand the effects of a new economic power until it 
has grown to gigantic proportions, and even then by long and 
painful experience. With respect to the railroad-system policy 
:mcl practices we are now far into, but not near the end o:f, the 
educational and experimental stage. We are now in that stage 
of mental unpreparedness where we are liable to make huge 
mistakes, to be much regretted afterwards. To pass the com­
mittee bill in its present form will in my opinion be such a 
mistake. We have already endured many of the evils of our 
almost fatal optimism on this subject. We could not believe 
that the predicted and threatened abuses of power that we 
recklessly surrendered to the railroads would occur until after 
they had occurred in an aggravated form. We feared at first 
that they would displace labor and in various ways disturb our 
peace, but we could not foresee that they would turn the 
advantages we gave them to the complete domination of all 
other kind of business. 

I would not care to go into an analysis of the meaning of 
railroad finance during the past 35 years. But it should not be 
overlooked that more than half of the $8,000,000,000 going into 
railroad property as the basis for the huge capitalization con­
sisted in profits on profits. That is to say, large surpluses col­
lected from rate payers were used in betterments, extensions, 
nnd other improyements and then more money was obtained 

from money lenders on the e as additional security. Bonds 
were issued to them and a further drain on the pockets of rate 
payers thus instituted to keep down the interest as fixed 
charges. So the people were taxed in the first instance to pay 
for the improvements, and the same people are now being taxed 
to pay interest on investments in what might be equitably con­
sidered the proceeds from, or profits upon, their own invest­
ments. Legally, of course, all these new constructions belong to 
the railroads, in addition to being a bash: for the interest 
charges, and also operated to earn dividends for the stock­
holders. But I cun not detain you to explain all the intrica­
cies of railroad finance. When, however, we begin to discuss 
fixed charges and dividends we should fully understand what 
we are discussing. If any man could exchange eighteen billion 
quarter dollars, hand them over to the Federal Government, 
and the Government should hand over in return its perpetual 
obligations to pay eighteen billion 100-cent dollars, bearing inter­
est at 7 per cent, that would be a fair illustration of what is 
contemplated in the constant-profit scheme of rate regulation. 
The man who receiYed and held these obligations would bank­
rupt the Nation in 50 years. And that is what the railroads 
will do, if we do not right about face in our views of duty to 
the people in this matter. We must not permit ourselves to be 
won over or misled as to the meaning of this self-serving doc­
trine which seems to have found acceptance by the Interstate 
Commerce Commission. The rate of interest here specified, 
wai'ving the point that part of the investment was of surplus 
and not original, is really 14 per cent, or nearly five times the 
rate at which the Government can refund its bonds. Wbnt 
would be thought of us if we authorized and the executive d&­
partment sanctioned and carried out such a funding scheme 
with some powerful syndicate enjoying a monopoly of favor 
just as the railroads enjoy their power in the absence of legal 
control? 

The impossibility of dealing with rate increases and inequal­
ities in detail, or with any such purpose as that of reducing or 
equalizing them or more equitably distributing them among the 
8,000 and more commodities and between the many thousands 
of shipping points, without conferring additionn.l powers upon 
the commission must be so clear as to require no elucidation. 
The equalization, adjustment, and distribution of the increases 
and changes of rates is being constantly referred to as a science 
by itself, and one of great difficulty. All writers on the railroad 
question emphasize the delicacy of the existing rate adjustment 
and strive to show why the change of a single rate between any 
two important points necessitates thousands of changes so as 
to prevent widespread market disturbances, notwithstanding that 
the carriers have never hesitated to make many rate changes 
arbitrarily and by sweeping decrees of councils of traffic mana­
gers without reference to any rule or scientific basis or knowl­
edge of or regard for the effect of such changes upon producing, 
shipping, and trading interests. How can the commission ever 
reach the ends of justice in all these matters without the pos­
session of the broadest and most searching powers? 

The fact had better be given recognition now than later, that 
any effective Government regulation of railroads pru:takes o:t 
the imperialistic, but should never be allowed to become pater­
nalistic. The right to regulate grows out of the interstate­
commerce clause of the Constitution and the close connection 
between interstate carriers and interstate comm.erce itself, and 
the regulation itself is the exercise of a power which is to some 
extent arbitrary. But this attitude toward the carriers should 
never be held to impose upon the Government an obligation to 
safeguard the interests of that particular class of persons and 
corporations engaged in transportation any more than if they 
were engaged in any other line of business--any more than 
where the law of the land is enforced against the private citi­
zen. All business is ubject and subjected to legal restrictions, 
regulations, and penal provisions. And in addition to the many 
laws which encompass the ordinary business man, he is always 
in contact with the law of competition, from which the railroads 
find ways to exempt themselves. Any Government going into 
the insurance business and guaranteeing constant profits in all 
lines of business would be proclaimed a failure and disap­
pointment, and by none more promptly than by the prudent and 
conservative business men, the manufacturers, merchants, 
miners, and farmers of the country. 

l\luch has been said about a claim of great and prosperous 
lines to enjoy, in form of greater profits, the rewards of superior 
engineering foresight and managerial ability. It is said that 
such a gi·ea t institution should be conceded an organization 
value in the establishment of rates. Those who make that 
claim will regard as presumptions any attempt to answer this 
plausible claim, appealing as it does to our natural inclination 
to applaud those who have achieved success in any pursuit or 
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nne of activity. But that tile· claim is superficial and utterly 
destitute of merit is not so difficult to demonstrate as it seems 
to be upon first impression. In the first place it entirely ignores 
the distinction between private and public service. It must be 
borne in mind that recognition for this claim is presented at 
the bar of the legislative body of the Nation and considera­
tion is asked for it as a feature of the pending bill. It is there­
fore to be treated as a claim preferred for recognition at the 
hands of the general public, and as such I will examine and 
discuss it. · 

In the first place, it entirely ignores the distinction between 
private and pul>lic service. Men de-vote superior talent and 
industry to the public on the same terms and subject to the 
same sovereign powers as they devote talent and industry of 
mediocre and inferior quality, or as one devotes more and 
another less of capital. In the second pluce it is impossible to 
find any deserving recipient of any reward that it might, upon 
this new theory be proper to bestow. No man living, nor the 
descendants of any that have died, are entitled to compensation 
in any form for projecting, for instance, the New York Central 
as it was projected. In addition to the fact that the original 
promoters and builders quickly pocketed great fortunes by 
manipulating the stocks and bonds, and not by superior public 
service, is the fact that they enjoyed the favor and aid of 
State and municipal authorities without which their enterprise 
and foresight would have availed them nothing. In the third 
place, speaking now with reference to the present active 
managers, there is no basis for any claim of superior manage­
ment. But assuming that the management is excellent, it is 
a safe assumption that all in a supervisorial capacity are in 
the enjoyment of adequate salaries. Then we have the cor­
poration itself, ' the nonsenti.ment figment of the µnagination 
which need not be considered aside from its stockholders. And 
as to the latter, the question of why their dividends should be 
rendered constant and securn by action taken by the Govern­
ment has not been answered and will remain unanswered. 
Finally, as for the claim of the New York Central and other 
such companies based on superior management, it does not 
appear that a well constructed, highly improved, and thoroughly 
equipped railroad is any more difficult to manage, or even as 
difficult, as one of a different kind. Of all mechanical ap­
pliances that used in the transportation of persons and property 
from place to place is the simplest, involving a comparatively 
low deg1·ee of mechanical skill. 

Of course, a railroad system is complicated in its entirety, as 
would be a great department store, but the task assigned to 
each man is simple. A.gain, transportation considered apart 
from its instrumentalities is too important a function to come 
under the absolute unsupervised control of any person or _per­
sons, either in an individual or privately organized capacity. 
It is to modern life what chemical forces, gravitation, and 
motion :.ne to the earth. It is the one thing that makes pro­
duction worth while and exchange possible, as the recurrence 
of the seasons causes vegetation to grow and the fruits of the 
field to multiply. Therefore these great conquests of the 
wilderness, these great advances of civilization, for which so 
much credit is claimed for individuals and corporations, were 
ilie mere applications of forces which belong to the whole 
people. Those in control temporarily of these powerful instru­
mentalities are tlle mere accidents of a day. Their achieve­
ments were not attributable so much to their superior business 
sagacity as to popular tolerance, creclulity, and optimism. 

'l'he railroads are now claiming that rates should be main­
tained or increa.sed so as to produce surpluses beyond a fair re­
turn on e"Xisting C.:'1pit::tlizati-0ns in order to sustain the credit 
of the railroads. In other words, they expect Congress, the 
President. the Interstate Commerce Commission, and every­
body having anything to do with regulation to depart from all 
fundn.mental principles governing railroad rates and set up a 
new rule, a ruJe which, while leaving the control of stock and 
b-ond issues, as well as the financial and operating controJ, ex­
clusiv€ly in private hands, would impose the duty :first upon 
Congress ancl then upon the commission, and ultimately upon 
·the people to insure a market price for stocks and bonds such 
as will facilitate the borrowing of money and steady the market 
for stocks and bonds. To n.11 familiar with the subjeet, to all 
who have in mind the public interest, the proposition is absurd 
and preposterous on its face. It would impose a task which, 
even if supportable on any just principle, would be impossible 
to perform, even though all the constitutional powers of the 
-Government were fully exerted. 

The doctrine of an assured -constant profit to unwisely pro­
jeeted or badly managed roads was touched upon ut the hearing 
in the rate-advance cases in 1910, but the discussion was quickly 
dropped and did not recei-ve any further serious consideration. 

One of the nee presidents of the Chicago & North Western an· 
· swering a query of one of the commissioners, said: 

I admit that what might be justice to some lesser line would ex· 
travagantly increase us, if y<>u please, but I have not the wisdom to 
say how that thing shall be disposed of. 

The people's representatives in Congress and other le!?islative 
bodies had been then for a long time insisting upon a r~duction 
of rates and had freely expressed themselves to the effect that 
substantial reductions should be made. And there are ample 
reasons for saying that few railroad officials entered upon that 
scheme of wholesale advances with the expectation that the 
commission would dare establish the advanced rates as just 
and reasonable. The purpose of the railroads in taking the 
action taken by them was, no doubt, to make a demand such 
as the people are now making for a decrease of rates-a de­
mand which was then and is still being urged-appear pre­
posterous and unreasonable. I, for one, shall be surprised and 
disappointed if the millions of rate payers in the country allow 
their just demand for a reduction to be thwarted by such 
tactics. Of course the heads of some of the weaker roads, those 
which pretend to be having a hard struggle at best, think that 
any general reduction of rates would be very harsh and unjust 
to them, notwithstanding that the maintenance -0f present rates 
would unduly enrich the stronger companies, and of course the 
latter are ever i-eady to grasp whatever may come within their 
reach. So that the question finally resolves itself into -0ne o~ 
sacrificing general interests to temporarily sustaining and keep· 
ing afloat these weak but ambitious enterprises which might 
otherwise ha·rn to liquidate and reorganize on a nanower 
financial basis. 

The rate issue thus shifts and the contest comes on between 
the people and greatest of all the railroad systems. We are 
constantly invited to consider, not what is good business policy, 
for the public, but to be profoundly impressed with the promO: 
tion of the financial prosperity of private corporations having 
extensive control of general business interests. 

Of eom·se-
Sa.id Mr. McCrea, president of the Pennsylvania., at the rate 

increase investigation on O{!tober 12, 1910-
it would be possible to get money by raising the interest on bonds to 
a substantially higher IeveL 

But he did not think such a course would be good finan{!e. 
His alternative was to increase the price -of what his company 
~as to sell. To do that is not a difficult task for monopolies of 
its class, in the absence of obJections by the commission. But 
men in other business, contemplating new a.cquisitions for en­
largement of plant or extension of operations, must obtain the 
~eeded funds as best they can and at the prevailing rates o:f! 
mte:rest. l\foreover, they must find the security for their finan­
cial accom..n:i-odations. But these transportation monopolies, now 
that the tnck of concealing sm·pluses expended under various 
heads, practiced by them hitherto, is exposed and generally 
understood, are urging the need for further railroad extensions 
and facilities, and backing up their demand for high rates· with 
an implied threat that if they be not allowed a · free hand in 
continued and more drastic exploitation of the Nation's freight 
payers the extensions UJld facilities will not be provided and 
that the quality of service which they give their patrons will 
depreciate. What they really have in reserve is the acquisition 
of more and more of the weaker lines, further consolidations 
and more impregnable monopolies. Any pretense that they in: 
tend to stand still is the baldest assumption, a.nd any fear that 
they may or can c.reate a commercial or financial collapse is 
groundless. The statement that there has been any ndvance in 
the cost of borrowed. money except when borrowed by com­
mercial and industrial interests is incredible in view of the fact 
that nearly all the bonded indebtedness of the New York Oen· 
tral, funded only a few years ago, bears interest at only 3! per 
cent and that of the Pennsylvania at even a lower rate. What 
the railroad presidents say on the subject is, to take a chari­
table view of it, mere speculation. They make no p1>etense of 
ever having even an unpleasant experience in testing the money 
market. In fact, the financial conditions of all the controlling 
railroads are such that no test of their ability to borrow money, 
at the lowest rates of interest has been necessary. 

In resisting measures looking to effective regulation of their 
r:ites and services the railroads are inviting something even 
more drastic and far-reaching. The high-handed attempt made 
two years ago to arbitrarily and generally increase their rates 
aroused the cotmtry to a high pitch of indignation and moved 
Congress to place what proved for that occasion .an insuperable 
obstacle in the way in the form of the buTden-of-proof pronsion. 
The action thus taken by Congress, the general and widespread 
discussion which ensued, and the final action adverse to the 
railroads taken by the commission served to focus public atten .. 

' . 
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tion upon railroad management and finance as never before. 
The whole period was educational. The people will claim the 
full measure of justice at our hands and in the end will find 
ways to obtain it. The country is rapidly filling up, population is 
greater and more homogeneous, and the proportion of articles for 
use and consumption not produced on the spot but requiring to 
1Je transported is increasing year by year. In other words, and 
in railroad parlance, tlle traffic is becoming denser, and all these 
are pointing to the necessity for lower rates. That necessity 
\Vi1l not regard with fa·rnr any law not haT"ing for its primary 
object the common intere t. 

I will now call attention to certain phraseology of the Adam­
son, or committee, bill. I pass by for the pre ent the fact that 
tlie investigation whic:h the commlssion is to undertake covers 
so many important sul>jects and so many conditions which are 
constantly changing that it can never be concluded. The bill 
limits the commission to no standard or rule of procedure and 
confers the widest range of authority. Among other matters, it 
is authorized to-
ascertaiu and report in such detail as it may deem .necessary as to each 
piece of property owned or used by said common carrier, the original 
cost for railway pm·poses, the cost and value to the present owner, 
and what increase in value is clue to cost of improvements. Such in­
ve tigation and repm·t shall also show separately that property actually 
used in transportation :rnd that held for other purposes, and shall 
contain a statement of the elements forming the basis of the estimate 
of value. 

What I ha\e quotecl i but a fraction of all that the bill au­
thorizes the commi sion to do at public expense, much the larger 
proportion .of it being, in my judgment, not only entirely futile 
and worthless if done but impossible of being done at all. In 
the midst of many authorizations is the ascertainment of the 
value of each piece of property to the present owner and in 
each instance the elements forming the basis of the estimate 
of value. One of the meanings which I extract from all the 
yerbiage used is that a valuation shall be placed upon railroad 
property as such. To \alue the right of way of the Pennsyl­
vania through the gaps and narrow valleys of the Alleghenies 
ond of the New York Central along the Hudson or of their 
terminal facilities in New York City for railroad purposes is to 
place \aluations upon properties which are essential1y and un­
qualifiedly monopolistic. The task would be Yain even if pos­
sible. It would be like attempting to yalue the taxing and 
governing powers of a State or city. The bill contains not even 
an intimation of what the commission shall do with its valua­
tion and report when completed; and I now call attention to 
tile fact that the commission would be, according to its own oft­
repeated declarations, at a loss as to the use to make of it. 

Without quoting from the hearings before the committee, 
I call attention to the fact that the commissioners appearing 
and making statements were even more yague and noncom­
mittal as to any uses that might be made of their T"aluation, 
notwithstanding their willingness to undertake the labor, with 
its incidental expenditure of millions of dollars. 

I will now state what I consider a yery important prac-
. tical objection to making the investment a standard. Some rail­
roads were started with very small original inyestments of 
pri"vate capital. For instance, the Uuion Pacific and Central 
Pacific, now a continuous line from Council Bluffs to San 
Francisco, were started with enormous land grants and Gov­
ernment guaranties, out of which the roads were built and 
equipped, leaving to the stockholders the stocks and to the 
corporations extensive areas of laud which cost them nothing. 
The Union Pacific "as subsequently bankrupted to construct 
the Oregon Short Line and other unprofitable branches, and 
the Central Pacific was brought to the Yerge of insolvency by 
a diversion of business to the Southern Pacific. After that 
tlie revenues of the Union Pacific and Central Pacific became 
very large. Enormous sums were taken from earnings and in­
vested in betterments, additions, and branch lines, still leaving a 
great annual surplus for dividends. Now, take the Sante Fe, a 
competing line: It represents a very large percentage of origi­
nal investment, but a great deal less money has been used in 
its construction per a\erage mile than in the cases of the 
Union Pacific and Central Pacific, notwithstanding that it is 
just as efficient and necessary. Now, suppose you take invest­
ment as a standard, without distinguishing between original 
investment and im·estment out of income. First you would 
authorize the Union Pacific and Central Pacific lines to fix 
much higher rates from Missouri River .points to the Pacific 
than those fixed by the Saute Fe. To say nothing of its pri­
mary injustice, that would at once diT"ert the great bulk of 
traffic to the Sante Fe and defeat the Yery purpose of giving the 
Union Pacific and Central Pacific lines the higher rate. 

But many roads other than the Union Pacific ha\e been built up 
almost entirely out of earnings. For instance, the original in1est-

ment in. the Erie was much less than in the Pennsylrnnia; and yet. 
the ultimate cost of the Erie was double per a\erage mile 
that of either the Pennsylmnia or the New York Central, owing 
to engineering difficulties. The inherent injustice of allowing 
rates to pay income on reinvestments of earnings is shown by 
Commissioner Lane's .report in the recent rate-increase cases 
and illustrated by the result, if the theory were applied to the 
Burlington. (See p. 28 et seq. of Commissioner Lane's report in 
rate-adyance cases.) 

I also find yery serious objections to making a separate 
T"aluation of each corporate property a rigid basis of rate . 
There would result nonpermissible inequalities. But that objec­
tion would be to a great extent obviated by making valuation· 
in the aggregate of whole systems, as is provided for in my 
substitute. I suppose if you value the thousands of miles of 
the Pennsylvania system and the thousands of miles of the 
New York Cenh·al system you will not find a material difference 
per average mile. The deduction for obsolescence and depre­
ciation will constitute an enormous subtraction from cost in 
many instances. The Pennsylvania will under my plan ha\e 
its New York City and West _ Philadelphi~ imprornments Yalucu 
but much of their total will be subtracted from cost of Jersey 
City and Broad Street terminals. But in each of the excep­
tional \aloes it is to be spread 01er thousands of miles. Aud 
you may remember it is my plan to directly regulate these domi­
nating lines and thus indirectly regulate the secondary or de­
pendent lines. · 

I find some foundation for the objection recently advanced 
that a valuation would in some instances equal or exceed the 
capitalization. But you will note that I have anticipated that 
objection. With reference to equipment and trackage I make 
cost of reproduction, less a deduction for obsolescence, the 
standard oi· measure of yalue, in addition to averaging the 
mileage. I think we have no reason to fear that an excessiye 
valuation would result ' if to this were added the land \a1ues 
of rights of way, terminal, and station grounds (actual1y used), 
plus actual cost (less depreciation) of improvements. 

There remains to be noticed the objection that much, and 
in some instances nearly a11, of the value was contrilmted out 
of earnings and were in fact contributed by rate payers. But, 
except_ in aggrarnted cases, which I think might be dealt with 
by the commission under power giT"en it in the substitute to 
establi h additional rules, I do not think it either just or expe­
dient at this late date to rigidly distinguish between the -values 
created by original investment and those added from current 
revenues. Nearly all the capital ... now employed in farming, 
manufacturing, and in trade represents surpluses resulting 
from farming, manufacturing, and trade. Be ides, the difficulty, 
or rather impossibility, of segregating investment .from rein­
vestment in these lines I could see no ju tice in it, if propo;·ecl 
with a view to giving them different h·eatment in legislation. 
I am aware that effecti\e regulation requires a departure 
from the pre1ailing habit of thought, and that railroad proper­
ties must be recognized and treated more and more as go1ern­
rnental instrumentalities and less as subjects for private invest­
ment and profit. But if we try to begin upon too low a le1el 
we may not be able to begin at all. We ha\e been discussing 
the subject of making a Yaluation or appraisement for years. 
Some one should come forward with a concrete plan. If the 
plan I propose in this substitute is not the best, let us hear 
from others and adopt the best. As for myself, I assure yon 
that I am open-minded on the question. 

I had thought of asking for the views of the Interstate Com­
merce Commissioners and others before introducing a substi­
tute, but I know I would find them timid and unprepared. 
T·he quickest way to stimulate thought, elicit expression, and 
get it is to introduce a bill containing a practical, progressirn 
plan, ::md get the question before the House. 

This plan is not too moderate or conservative. It will not 
satisfy the railroads. They will strenuously object to the ex­
clusion of so-called franchises or good will . Most of them 
will begin lobbying against it, and keep it up to the en<l. 

It hardly seems necessary on this occasion to further call 
attention to amendments which should be made to the interstate­
commerce act to make it effective. The whole mass of a"'\:ising 
legislation, although much of it was well directed and intended, 
has proven ineffective to prevent an enormous increase of ag­
gregate cost of transportation, dangerous massing and concen­
tration of wealth with attendant general distress, and enormous 
and startling inflation of corporate securities, the di"vidend and 
interest charges on which constitute an eyer-increasing burden 
and drain from all business and all industry. 

If I am not much mistaken, there has been thus far no real 
bona fide regulation of interstate commerce. There is a total 

·lack of mandatory rules of procedure for the commission, and 
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so mucll is left to discretion that the commissioners can, "ITith­
out a \iolation of law, exercise at once and o\er the whole sub­
ject powers which are as exteusi\e as and, in some respects, 
more extensi-,e than those exercised by either of tile three 
departments of the Government or by all combined. 

The present law amounts to just this: The carriers shall 
cleal fairly by the public, and when a question of fairness or un­
fairness is raised tlie commission shall sit as an arbitration 
board with full powers in the premises. The reports in the rate­
increase cases fully supports this -,iew. I understand from 
these reports that the rnlue of property de-,oteu to the public 
use, e-,en if any satisfactory proof of it had been made, would 
haye constituted only one of many important elements in the 
case. And I infer from the language of both Lane and Prouty, 
commissioners, that if the railroads had made strong showings 
as to re-,enue requirements many of the proposed increases 
would haYe been allowed. Be that as it may, it is a fact, one 
which should arouse serious concern, that the railroads are now­
engaged in the preparation of a -,aluation of their properties to 
be used in making up n case upon which the commission can 
not reasonably prc-,cnt further increases in their rates. So the 
is ue before the commis ion between the carriers and the public 
has been within two years conyerted from one _raised by ship­
pers demanding a reduction of rrrtes to one now raised by the 
railroads for an increase. Though widespread protest, amount­
ing almost to a popular uprising, stand in the way of a whole­
snle increase, practically the same end may now be reached 
gradually, co\ertly, an<l iu detail, an<l without attracting public 
attention. 

Transportation rnte~. boU1 for freight and llassengers, are 
too high in this country, and if I had the power I would matc­
ri:illy retluce them. Measures of public justice are often bar h. 
And if rates were properly reduced on the great dominating 
railways, that would without any further legislatirn act what­
ernr force several important and many unimportant railroad 
compnnies into receiyerships and reorganizations. And yet, 
sooner or later, Congress must assert its constitutional powers. 

·wuy do newspapers, lawmakers, and Inter tate Commerce 
Commissioners lliscns this as they woulcl a humanitarian 
question? The corporations are artificial, nonsentient. The 
officers and agents are pre umably interested only to the extent 
of their salaries, which are not to be affected by any reduc­
tion proposed by anyone. The stockholders are but a small 
percentage of the entire population, ha\ing no better right to 
ob~trnct me::isures in the public interest than ha\e the smalle.st 
ueneficiaries of exorbitaut taxation. 

'Vhile the commi ·ion now has unlimited discretion in deter­
mining the reasonable rate and in allowing a just and reason­
nule or in disallO\Ying au increaseu rate, it has no power tG 
iurrease a rate. Lackiug this, it can not take up a sclledule uf 
rate!? in which inequalities and discriminations exi1?t and adjmit 
nud equalize them. If, to illustrate, the commission could iu­
crease the rates of su 0 ·ar and coal going West, tl1at W"Ould per­
mit of a material reduction on many other commodities without 
or Ydth only moderate diiuinution of revenues. This would 
also diminish the power of the sugar trust and coal trust to 
injure western interests. The commission should be giYen the 
power to rc>ise and readjust "·hole schedules. In other words, 
it sllould be giYen real rate-making power. Along with this 
in reuse should come a numerical increase in tlle membership 
of the commission anll its iliviNion into departments. 

And in -,iew of the fact that the railroads haye IJeeu -,astly 
nilled and benefited by the existence and W"Ork of the commis­
si-0n, the fee ystem ought to be established requiring them, in 
each in, tance of a deci ion adYersc to the carrier, to pay all the 
costs and expenses of the contest. I haye not seen fit to pro­
vide for that iu the substitute because I <lid not care to insert 
a were matter of detail upon which there might arise ""ide dif­
ferences of opinion and e:xtenslYe discussion, but I wouid 
llcnrtily accept an amendment to that effect. Undoubtedly Con­
gre s should gfre attention to tlle great and increasing expenses 
of the commission, and the institution of the fee system would 
much more than offset tbe increased cost to result from enlarg­
ing the membership of the commission. 

Xotwithstanding the extreme length of my discourse, I ha-,e not 
saill all that I would like to ha\e said nor barn I ex11Iained all 
the features of the sub. titute which I ask you and each of you 
to carefully examine. The subject is one tlle importance of 
"·hich is second to none with which we ha1e to deal. Indeed, 
the problem of railroad transportation, especially the monopoly 
and cost phases of it, is of such magnitude as to cast a shadow 
oyer the land; but I trust we shall pro\e equal to meeting it 
courageously and dealing with it intelligently and justly. . 

:\Ir. HOB~O:N. l\Ir. hairman, I ask unanimous consent to 
extend 'my r~inark. l.u the RECORD. 1 

! 

XJ.JIX--5 

The CHAIR:\IAN. Tlle gentleman from Alabama [:\Ir. HoB­
so~] asks unanimous consent to extend his remarks in the 
RECORD. Is there objection? 

Tllere was no objection. 
l\Ir. STEVENS of Minnesota. Mr. Chairman, I yield to the 

gentleman from Illinois [Mr . .l\IANN] 10 minutes. 
.l\Ir. 1\IA1\'N". l\Ir. Chairman, it will be noted that the bill 

itself pro\ides that the commission shall investigate nnd ascer­
tain the \alue of the property of e\ery common carrier subject 
to the provisions of this act and used by it for tl1e conYenience 
of the public. It is to a certain the nlue of the property. In 
making in-,estigation the bill further provides that the commis­
sion shall ascertain and report in such detail as they may deem 
necessary as to each piece of property owned or used by the 
carrier, the original cost for railroad purposes, the cost and 
\alue to the present owner, and what increase in -,alne is due 
to cost of improvements. Then tlle bill provides th·at the rnln­
ation made by tlle commission shall be fixed and consi<1ereu ns 
final. What is that -,aluation made by the commisffion? It is 
the yalue of the property to the present owner, so far as we can 
ascertain from the bill; the valuation of the property of the 
carrier, u~ed by it for the con\enience of the public, to the 
present owner. It is true the bill provides the ascertainment of 
the original cost for railway purposes and what increase in 
\alue is clue to tlle cost of improvements; but the value ''hich 
is finally to be ascertained is the value of the pro11erty to the 
present owner. All of the rest of the detail pro-,idecl in the bill 
is a mere method of malring the \aluation, which ought to be 
left out of the bill, because the commission itself ought to be 
the ones who are the be t judges as· to the method of 11roceeJi..ug 
and making a valuation for their information an<l their l>enefit 
wllen they arri\e at a judgment concerning the rate . This 
-,aluation, if no protest is filed by the railroad company, be­
comes final, but if a protest is filed by the railway the commis­
sion is obHged to take the protest into consideration. 

I am not entirely clear as to W"hat W"ill be the result of ascer­
taining the present nlue to the railway companies of the i1rop­
erty used for railway purposes. Some years ago a railroatl 
desired to enter the city of Chicago and expended for that pm-
11ose, I belie•e, some $10,000,000 or $15,000,00-0 to have tlte right 
of way into the city. That road and another road ornewhat 
similarly situated ha\e no such right of way yet, but some of 
the original road that came into the city of Chicago. Those 
original rights of way cost \ery little. The Illinois Central 
Railroad, "-hich comes into the city of Chicago along the Juke 
front, with which most of you are familiar, came in OH'l' the 
lake bed, and cost practically nothing at the t ime. 'l'he valne 
of that right of way to the pre ent owner of it ru.uounts to 
millions upon millions of dollarn now. It could not be replaced . 
to the Illinois Central Railroad probably for $::i0,000,000. 

Under the proyisions of this biJl the. commission is required 
to ascertain the present value to the railroad com11any of that 
roadway, and it is supposed to take that into consideration hi 
fixing the rates of tile railroad. Of course there is no other 
object in ascertaining tlle Yalue of this property on this bnsis 
except as it may affect the fixing of railroad rates. There is 
not a railroad in the United States probably passing tllrough 
towns that have grown in size since the road was constructed 
where the present value of that property to the railroad com­
pany for its uses does not far exceed not only the cost to the 
railroad company but its capitalization, which it goe into and 
helps make up. 

There are people who belie1e tllat you can take the \alue 
of any one railroad property and thereby determine absolutely 
the rate. There are seven or eight or nine trunk lines between 
Chicago and New York, all engaged in carrying in competition 
freight between those points. Some of tilose roads run fairly 
directly between Chicngo and New York. Some of tllem nm 
through Kentucky and Virginia ; some through Canada. The 
roads which have the nearest routes probably cost the least. 
I do not know. The roads which have the longest routes prob­
ably carry the freight the cheapest. Tlle longer routes require 
a little cheaper freight rate in order to get the freigllt carried 
over that line, because few shippers will prefer to send their 
freight up through Canada and around through the :Kew England 
States in order to reach :Kew York when they can send it directly 
east over the Lake Shore or the Pennsylvania Railroad. And yet 
it is perfectly patent to anyone that after you arrive at the 
physical \aluation, or the present 1alue, or whateT'er you 
please, the capitalization of those roads-and they will not be 
the same-the rate that is to be fixed must be the same, prac­
tically speaking. The Pennsylvania Railroad. Co. can not make 
a differeI;J.t freight rate between Chicago and New York from 
that of the Lake Shore and the New York Central Railroad Co., 
and the Canadian railroad company ca~ not make a rate much 
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different. n t least, from the rends which run i.llrough Ken­
tucky-tile Bi"' Fom nnd the Chesnpeake & Ohio. 

Tlte rnluation of tlle railroads ought to be lrno-r."'Il. In my 
ju<lgrnent the original interstate-commerce law giyes to the 
Interstate Commerce Commission the power to make a pllysical 
valuation of llie railroads or to acquire any other information 
whi<:h relate to the 1.·ailroad business. It is possibly true that 
they ba>e not done o becau e of a lack of appropriation . It 
is mainly true, I think, because they thought it wns rosier to 
li:ePp ou telling Congre_ how much they needed the powe:i: to 
nrnke the n1luatio instead of doing that v;hich they already 
linu the powe1: to do. It became the custom of the commission 
in e\ery one of its mmunl reports to ask for increased authority 
from Congress. I presume fun t custom will continue, no matter 
,-,Ilat Congress does, although I am in favor, so far as I am 
con ·erned-as we lu'lYe undertaken tQ carry out the theory of 
lettiug the Interstate Commerce Commission practically manage 
tllc railroads of the country--0f giying them all the information 
that is. possible. 

I do not belieye the pr ent bill, if enRcted into law, -will ac­
complish a great d al of goou. It will not fix rates by ascertain­
in"" the present rnlue of the property. What we ought to do is 
to govern and regulate tlle issuance of stocks and bonds by the 
railroad companies and pre.-.;ent the manipulation of stoeks and 
uonds by a few gentlemen for their own benefit with secret 
information which they obtain. I wish I could have my way, 
so that every m:in m2d wom!lll in the United States who desired 
to invest a little of sunngs might know something true in refer­
ence to the stock and bonds whjch theJ" might desire to buy, 
and then feel that that investment on their part could not be 
takPn away from them by manipulation, which has been the 
custom in the past. [A11plause.] · 

The CHA.IR~IAN. The time of the gentleman has expired. 
lUr. STEVE ... ~s of l\linnesota. J\lr. Chairman, I yield fixe 

minutes of my time to the· gentleman from Kansas [Mr. 
CA.;\IPBELL]. 

The CH..llRllAX. The gentleman from Kansas [~Ir. C .. ,urr­
DEI.L] is recognized for fi rn minute~. 

J\Ir. C.A .... \IPBELL. :Mr. Chairman, I shall vote for this bill, al­
though I regard it as incomplete. Merely providing for finding 
the ntluation of railroads accomplishes bl1t a short step in the 
right direction. The pro'Vision in the lllann lJill as it pas ed the 
IIouse in the .., i:xty-fir t Congre,.,s on this subject was more com­
plete, and it is unfortunate- that that provision went out of the 
bill in another part of the Capitol, where it was contended that 
Fe eral control of the i suance of stocks and bonds of railroads 
was an interference with the doctrine of State rights. So I 
a:surue this bill is the best we can hope for at this time. 

Two results should follow the ascertainment of the valuation 
of railroads : Fir t of all, a regulation of the issuance of their 
stocks and bonds. The gentleman from Illinois [Mr. l\lA N] 
cloNed as I would begin, if r had the time, with a discussion of 
one of the most Yital subjects connected with this matter-the 
issuance of stocks and bonds of common carriers. E\ery in­
ve tor ought to know, by the valuation of the property, what 
his stock is worth. Ile ougllt to know the amount of stock 
that has been issued, the amount of bonds that have been issued, 
and by that be able to p1ace some value· upon the property that 
he has purcha eel. Then let the manipulators manipulate. 
Then let the stock gamblers i:ni.rnble.. If the investor who owns 
the stock does not see fit to throw his property upon the market 
for sale, it will still re111·e"ent a ·rnlne based upon the actual 
n1lue of the road. 

The time is coming when im·estors will be found in e'"°e1~y 
part of the country who will purchase stocks of the transporta­
tion companies of the country, and that sort of in:vestment 
should be encouraged. 

The tock of transpo!.'tation companies ought to be made a 
safe in\estmeut for every person who has the mQiley to im·e13t. 

It ought not to be a speculation or perhaps, more properly, 
gnmbling. The matter ought not to be left to the manipulators 
who ornetimes g:imllle in the price of the stocks of railroad 
cornpa:nie~ This has been done and no doubt will continue to 
1Je done until either the State where the gambling places are 
operated or the- Nation that controls interstate commerce shall 
find a wny to put a stop to that species of stock manipulation 
and gambling. The day is past when promoters should have 
the right to fix llie amount of either the capital stock or the 
bonded indebtedness of railroads without limit or check upon 
fu~ . 

The bill therefore ought to be completed by providing for a 
control of tile issuance of stocks and bonds of these· companies, 
based upon the \il.lua ti on as found by the commi sion. 

Then the second step should follow, that of fixing l"lltCS ui:)on 
the aluation so found. The discussion by Members here this 

afternoon has related a1most wholly to the question of freight 
rate , while as a matter of fact the bill docs not pron<le for 
the fixing of rates at all 

Mr. CULLOP. I would like to aEk the g ntlemun from Kan~ 
sas a que:-tion. 

l\Ir. C.:UIPBELL. Yes. 
:i\Ir. CULLOP. Is it the gentleman· .. iclea that there ought to 

b~ a provision in the !Jill that when the commi ion ascertains 
tile \alue of the p1'011erty all stocks in exce s of the ascertained 
yaluc shall b~ cancele<l? 

Mr. CA~IPBELJ_,, No; increases prohibited in the future. 
i\Ir. CULLOP. But 1.he stock has already been is ued. These 

corporations e:x.i t. They are org.anizcd in the States, under 
State laws. 

Mr. CAMPBELL. I unclerstund tha.t, but Congress assumes 
the right here to find the \aluation of railroad property. It 
docs not <lo so to gratify the caprice of the Interstate Com­
merce Commis ion and it should be for the purpo e of fixing 
the amount of stock or bond.a that mny be i ued upon railway 
property in the future and to fix rat . 

.Mr. GGI...LOP. It would gi\e notice by such reports to the 
public of the exces. in amormt of stock O\er the actual Talue of 
the property, but it is also for the purpo ·e of ascertaining the 
facts upon which an equitable rate can be established. 

l\Ir. Cil.IPBELL_ The bill does not so provide, and I want 
to call attention to that if the gentleman will let me ha\e my 
time. I li tenod with a great deal of interest to the remarks 
of the gentleman from Indiana on this subject. Until this after­
noon I had heard it said that the tariff alone was responsible 
for the- high cost of Ii Ying; but after Ii tening to the gentleman 
from: Indiana I came to the conclusion that, after all, the cam­
paign of la t fall was made upon an entirely erroneous hYDO­
thesis, and that the cost of living is attributable wholly to the 
hicrh cost of tr:msportation on the railroads. But this bill does 
not propo e that the value of the railroads shall be used as a 
mea nre for fixing rate . 

.i'.r. CULLOP. I beg the gentleman's pardon. That is one of 
the element that enters into it. 

The Cil.A.ill~1AN. The time of the gentleman from Kansas 
has e~!Jired .. 

Mr. STEVE~S of l\Iinnesot:i. I yield two minute more to 
the gentleman from Kan~a . 

l'ifr. C.Al\!PBELL. l\Iy contention is thnt this bill hould pro­
vide that tlte information obtained. as to the \alue of railroads 
shall be used as a basis foi; fixing rates. Otherwise, what is 
the object of ascertaining the value of the property if not for 
the purpo e of fixino- the amount of stock aud bonds that shall 
be issued and the freight and pnssenger rates that may be 
charged in tile u e of tlle property of the common carrier. ? 
Believing that the information the commi ion i autho1ized to 
get by this bill mny be put to the ·e use , I shall vote for the 
bill. 

~Ir. STEYE~S of Minnesota. Mr. Chairman, I now yield to 
the :rentleman from Wi cousin [l\Ir. Escrr]. 

1\fr. ESCH. "Ir. Chairman, I ask unanimou consent to revise 
and extend my remarks in the RECORD. 

The CHAIRUAN. rs there objeetion to the r quest of the 
gentleman from Wisconsin? 

There was no objection. 
1\fr. STEYE:NS of lllinnesota .. Mr. Chairman, I yield to llie 

gentleman from Oregon Dir. L.AFFERTY] fi\e minutes. 
l\fr. L..d..FFERTL Mr. Chairman, I desire mere1y to make a 

general observation. 
In my tta\els O\er the colmtry I have not found any man who 

wants any corporation to giYe him anything or to sell him any­
thing for less than wlmt it is rea onably worth, and the idea. 
that is now in the mind of the .Americ!lll people, known as the 
Progressi\e moyement, does not mean anything more than that 
they desire laws passed by Congress that will provide that they 
shall not be charged unreasonable rates by public-utility cor­
porations and that they shall not be charged unreasonable prices 
by industrial corporations that ham acquired monopolies in 
their se\eral lines of bu iness. 

The remedy is simple. Whenever you r:ct a majority of men 
in Congre s "Who de ire to serve the public it ill not require 
the brains of a Daniel Webster, of a John C. Calhoun, of a 
Ju.mes G. Blaine to formulate laws suitable to meet the present 
situation in the United Stutes. The only requirement is that we 
get a majority of men in our legislatirn bod..ie , both in the 
States and in the United States, who desire to <lo the dght 
thing. · 

Now, for years there has been an agitation in fa.yor of giYing 
to the In.terstnte Commerce Commission 1.lle power to make 

. vJlysi:cal ·11alu~iiUmJof .tlwl proper~ rof> the; tommou :,..r iQl·s f~m­
ing under the interstate-commerce act. I clesirc to congratulate 



1912. CONGRESSIONAL RECORD- HOUSE. 67 

the cornmHtee for having reported this bi11, a1so the Committee 
Oll Ilules for ha Yillg brought ill a rule making it a privileged 
I.Jill, and to congratulnte the majority party ill control of this 
Hou ·e at this time upon its certain passage. You are on the 
right track, and so Jong as you stay on the right track you '\Yill 
enjoy the confidence of the .American people. 

I agree entirely with the minority leader in the comment 
lie ma<le here this afternoon and the comments of several of my 
colleagues on the Republican side of this ...House that this bill 
uoes llot go far enough. It should be made broader; it should 
i:;11ecify that the making of this valuation of the common car­
riers is for the purpo e of fixing reasonable rates; and it should 
Rpecify also that tile Interstate Commerce Commission may 

- regulate the issuance of stocks and bonds in the matter of car­
rier engngeu in inter ·t:1te commerce. 

nut I wish to be frank enough as a member of the Ilepnblicnn 
Party to say that our party '\YaS in control here for lG year 
arnl dill not give to the country as good a bill as this in this 
connection. 

::\lr. ~l.ADDEN. We 11assed one in the House, I think, in 1!>10. 
I introduced the bilJ. 

Mr. hU!'li,ERTY. :My colleague remind me that a bill of 
tllis chasacter was pas. eel in the Hou e. I was not aware of 
that, and I want to say that the Republican House that passed 
it is entitled. to great credit. However, we are all here llOW to 
represent the country reg:u<lless of party Jine ·, regardle ·s of 
:my other con iUer,1tions than those of the public welfare. 
That is why, ::\fr. Cl!airman, I desire to remind my colleagues 
tllat as poor as I Dl<lY be in merit and ability I went back to 
my district au<l. was reelected by an increased majority on the 
rith day of last montll. Any :Member of this Homrn who comes 
here :md ser>es the public to the best of his ability, as he holds 
np his hand and takes a soJenm oath that he will tlo, wm be 
tnvtell by the people of this country. Of course "·e mny be 
misrepresented an<l. mny not be able to meet the false accusa­
tion., lrnt if the m:rn is in reasonably good health an<l has a 
good nervous system an<l gets out and meets the oppo"sition in 
an open fight he wm win ont. 

The r>oint I uesired to make was that the people of the 
United States do not demand anytlling radical or unreasonable. 
We had a little illustration of the conserrntism of the people 
in Oregon at the election on the 5th of lni:;t month. A proposi-

. tion was submitted to pass a gratluate<l. income-tax: law. 
The CH .• HIUIA.N. The time of the gentleman from Oregon 

Im. expired. 
Mr. STEVE~S of ::\Iinnesota. i\Ir. Chairman, I yield five 

minutes more to the gentleman. 
::\Ir. L.:~Fl!'ERTY. Mr. Chairman, tlle proposition was sub­

mitted to the \ote of the people as to whctber we would adopt 
n gr:uluate<l single tax which provided that any man owning 
more than $10,000 worth of real estate should pay a specific, 
graduate<l ·tax of 'l 2.uO per thousand an<l. so on up, a the 
:irnonnt of lli 110lcling increased, until it got to ·30 a thousand 
on :100,000 and O\er. J\aturaUy, nine voter out of ten who 
went into the voting booths on the 5th of Jast month in Oregon 
would have benefited. upon the surface of thing. by the passage 
of such a law. If the yoters were actuated. by their se1:fish 
intere. ts, if they <lid not look beyon<l that, they would haYe 
J)assed the graduated single tax. It was urO'ed by the Fels 
fund commission, and was ably pre entcd in an argument to 
the -roters auu in the Yoters' vamphlet of that State. Yet the 
l!eople of Oregon l-rent into the volls an<l defeatell that consti­
tutional amendment by a Yote of 5 to 2. That is only an illus­
fra tion going to show that you can tru. t the people to be 
conserrntive and that they will not va s a law until thoroughly 
:::nti:fie<l. that it will work no injustice to any man. 

In conclusion, vermit me to sny that when each State in tllis 
ruion has created a State public-senice commission having 
H1e power to fix the rates of monopolies doing business wholly 
within the State, and the power to make physical \aluations to 
that end, and when Congress has made the Intersmte-Commerce 
Commission a Federal public-senice commission for the same 
irnrpof:e, having jurisdiction oYer interstate monopolies, the 
qnestion of the control of monopolies will hate been settled. 
And when you reduce the tariff properly-au<l I am in fayor 
of a reasonable protection for the J1eople of this country-and 
proticlc for an asset ·currency to preyent a few men in Wall 
, 'trect from cornering our money an<l bringing on a panic 
whencYer they feel like it, you will enjoy in this country, in the 
future as in the past, the greate;;t adrnncement, both moral 
an<l. temporal, of any country in the world. [Applause.] 

Mr. SI.MS. l\Ir. Chairman, I think that the bill has been so 
ably and thoroughly and exhaustiyely di ·cussed in. genernl de­
bate that \·~ urny1 close the general ~boJe atrtlrls .time tmo read! 

f_ I'.) <l ) •1~"'1..!11:.. - 1 l l 'I ill' 

the bill for amendment under the five-minute rule. If no one 
wishes to use further time, I will ask that that 1Je done. 

The CIU.IRUAN. Without objection, the Clerk n·ill reatl 
the bill for amendment under the fiye-minute rule. 

There was no objection, and the Clerk read as fol1o'\YS: 
Be it enacted, etc., That section 19 of an act entitled "An act to 

regulate commerce," approved February 4, 1887, and all acts amendu­
tory thereof, be amended by adding thereto a new section, to be kno\Yil. 
as section 19a and to read as follows: 

l\lr. MANN. 1\Ir. Chairman, I desire to propound a i1ar1ia­
mentary inquiry. This bill consists of one section anti a nulll­
ber of paragraphs. Is it subject to amendment by paragra11hs, 
or ma:r amenclments to any part be offered. at the conclusion of 
the reading of the entire bill? 

Tlle CHAJRMAN. The Chair understands that tllis bill is 
ubject to amendment by sections only. 

l\lr . .:\IAN~. Tllere is but oue section in the bill. 
The CHA.IR\IA..._ r. It so appears to the Chair. Tlle Clerk 

wm rea<l. 
The Clerk rea<l. as follows : 
Ri;:c. lDa. That the commis. ion shall in.-estigate and :iscertain the 

V:'llue of tl:ie property of eYery common carrier subject to the provi­
E<10ns of this act and used by it for the convenience of the public. For 
the purpose of such an investigation and ascertainment of value the 
coU?-mission is authorized to employ such engineers, experts, an~ other 
asf·ustants a may be necessary, who shall have power to administer 
oath·, examine witnesses, and take testimony. The value shall b 
ascertained by means of an innntory which ·hall list the property 
of every common canier subject to the provisions of this act in detail 
and shall classify the physical elements of such property in con: 
formity ~·ith tbe cla sification of expenditures for road and equipment, 
as pre:o;cr1bed by the Inter tate Commerce Commission. 

In such investigation said corumis:ion shall have authority to 
ascerta!n and report, in uch detail as it may deem nece . ary, a to 
each piece of property owned or used by said common carrier the 
original coi":t for railway pmposes, the cost and value to the pre. ent 
owner. and what increase in value is due to cost of improvements. 
Such in,·estigatiou and report shall also show separately that property 
actually u8ed in transportation and that held for other 1rnrposes. and 
shall contain a statement of the elements forming the basis of the 
e timate of •alue. 'l'bey should also show, as the commis;;;ion ma:v deem 
necess~r.r, the hi;;;tory of the organization of the pr sent corporation 
operntmg such properly or of any pre.-ious corporation operatinc• 
such property in such detail as may be deemed necessary. :rnd an~ 
incl'ea "es 01· decreases . of capital stock in any reorganizations. ani:I 
mone.rs received by any of such corporations l>y reason of any ir;;;;ues 
of stocks, bonds, or other securities, or from the net and gro. s earnings 
of such companies, and how the moneys were expended or paid out 
for the purposes of such pa.vments . 

'l'he :aid investigation and report shall also show the amounls and 
dates of all bonds outstanding against each public-service corporation 
and the amount paid therefor, and the ·names of all stockholders ancl 
bondholders with the amount held by each, und also the name of each 
director on eac;h boat·d of directors; and find and report the facts as 
to the connection -.of any tmnk or bankers, capitalist or association oi'. 
capitali. ts, or financial institution or holding company with th e owner­
ship, manipulation, management, or control of any stocks and honds 
of any such company, and the transactions and connections of any 
bank or banker, financier, financial institution or holding company 
with the reorganization of any such company in recent nar;;; 

'l'he commi;;;sion. shal1 have power to prescribe the method
0 

of pro­
ced_are to be followed in the co!lduct of the investigation. the form in 
whtch the results of the n1luahon hall be submitted. and the clrr;;;sifi­
~ation. of the element that con ·titute the ascertained •alue, and such 
mYestigation shall show the value of the propel'ty of evl'rv common 
carl'ier as a wh9le ~nd the value . of _its property in each of the sen~ral 
States and Terntones and the D1stnct of Columbia. 

Such inve ·tigation shall be commenced· within GO davs after the ap­
proval of this act and ·hall be prosecuted with diligence and thorou•Yh­
nt> ·s, and the result thereof reported to Congress at the beginnina"'of 
each l"egular session thereafter until completed. "" 

Every common carrier subject to the provisions of this act shall fur­
nish to the commission or its agents from time to time and as the 
commission may require maps, profiles. contracts, reports of engineers. 
and any other documents, records, and papers, 01· copies of any or all 
of the same, in aid of such investigation and determination of the -value 
of the property of said common cal'rier. and shall grant to all a"'ents 
of the commission. free acce s to its right of way, its property, and its 
accounts, records, and memoranda whenever and wherever reque ted l.Jy 
any such duly authorized agent, and every common carrier is herehv 
directed and requit"ed to cooperate with ancl aid the commission in the 
work of the rnluation of its property in such further particulars and to 
such extent as the commission may require and direct, and nil rules and 
regulations made h.v the commi sion for the purpose of administerin~ 
the pl'Ovisions of this section and section 20 of this act shall have th~ 
foll force and effect of law. 

Upon the completion of the valuation he1·ein pr~vided fo1· the com­
mi sion shall thereafter in like manner keep itself informed of all ex­
tensions and improvements or other changes in the condition and vnlue 
of the property of all common carriers, and shall ascertain the value 
thereof, and shall from time to time, as may l.Je required for the proper 
regulation of such common carriers under the provisions of this act. J'e­
vise and correct its valuation of property, which shall be reported io 
Congress at the beginning of each regular session. 

•.ro enable the commission to make such changes and corrections in its 
valuation, every common carrier subject to the provisions of thi act 
·hall report currently to t.he commission, and as the commission may 
require, all improvements and changes in its property, and file with the 
commi ·sion copies of all cont1·acts for such improvements and changes 
at the time the same are executed. · 

Whenever the commission shall have completed the valuation of the 
property of any common canie1·, and before said valuation shall become 
1inal, the commi ·sion shall gi>e notice by registered letter to the saicl 
carrier, stating the valuation placed upon the several classes of prop­
erty of suid carrier, and shall allow the canie1· 30 days in which to fil•:i 
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n protest of the same with the ·commission. If no protest is :filed within 
30 days, said valuation shall ·become final. 

If notice of pTotest is filed .by .any common carrfol', the ·Commission 
abaH fix a time fo1· ·hearing the ·same, and shall proceed as promptly as 
may be to hear and consider ouy matter relative and material .thereto 
which .may be presented by such common carrier in suppor.t of its pro­
test so filed as aforesaid. If aftel' hearing any protest of such valuation 
under the provisions of this act the commission shall .be of .the opinion 
that its valuation is incorrect, it ·Shall make such changes as ·may be 
neces ary, and shall issue ·an order making such corrected :valuation 
final. All final valuations by t:ee commission ·and the classification 
thereof shall be published and shall be prima facie evidence relative to 
t he value of the property in all proceedings under this act. · 

T.be pl:'.ovisions ·Of this section shall npply to receivers af .carriers and 
operating trustees. In case .of failure or refusal O.ll the .part of any . 
carrier, receiver, or trustee to com.Ply with all the requirements of this 
act and in the manner prescribed by the commission such carrier, re­
cein r, or trustee shall forfeit to the United States the 1.sum of $5eO for 
.each such offense and for .each and ·every day .of the .continuance of 
such offense. such forfeitures to be recoverable in the same manner as 
other forfeitures pronded for in this act. 

That the dist1•ict courts of the United State shall bm·e jurisdiction, 
upon the application cf .the Attorney General of the United States at 
the r equest of the commission, alleging a failure to comply with or a 
violation of any of the provisions of this act by any common carrier, 
to i ·sue a writ or writs of mandamus commanding such common car­
rier t9 comply with the provisions of this act. 

l\.C:r. SA.BATH. i\Ir. ;Chairman, I offer the follo'\\iug amend­
ment : On page 6, line 19, substitute the word " ection " in 
_place .of tb.e word "act," after the word "this." 

'l'he !QHAIIlM.AN. The •Clerk will ·report the amendment. 
The Clel'k read as follows: 
Page 6, line 19, strike out the word " act " ancl insert in .ueu thereof 

the word "section." 

1'he CHAIIl~fA.l~. T.he question is on tlle amenc1ment offered 
by the gentleman from illinois. 

The .question was taken, and the amendment was agreed to. 
· l\Ii:. SABATH. ·Mr. Cbairman, .a1so cimend, on page 7, line ·5, 

by substituting the W'Ord "section" for the -word "act." 
The CHAIRMAN. The Clerk ·will report the amendment. 
Tlle Clerk Tead .as follows: 
Pa~e 7, line 5, strike out the .word "act" and insert :in lien thereof 

the word "section." 

The CHAillllAN. The ,question is on agreeing to the amend­
ment. 

The amendment was agreed to. 
l\fr. SA.BATH. Also, amend by str-iking out the word " act" 

and in erting in lieu thereof the word " section," on line 7, 
page 7. 

The ·CHAIRMAl,. The Clerk '\\ill .report the amendment. 
The Clerk read as follows: 
Page 7. line 7, strike out the .wnrd " .act" and insert in lieu thereof 

the word " section." 

The CHAIRMAN. The question is on agreeing to the amend­
ment. 

The question was taken, and the .amendment .was agreed to. 
i\fr. STEVEN'S of Minnesota. Mr. Chairman, l offer rthe fol-

lowing amendment. 
The ·CHAIRMAN. The Clerk will report the amendment. 
The Clerk read as follows: 
Amend. page Ci, line :10, by adding .after the word " ·property" the ;fol­

lowlng : "£.howiug such revision and corl'ection as a ·whole and in .each 
of the several States and rr:erritories .aud ·the District of Columbia." 

Mr. STEVENS of ~Iinnes.ota. Exactly the same language is 
n ed on page 4, lines 3 and 4, so that not only .the original 
report but all ub equent reports ·shall conform to the State 
laws .as much as .may be possible. That ~·m co.o.rdinate with the 
State authorities. 

The que tion ~:as taken, ·and the amendment was agreed to. 
"Ir. HA.1tDY. l\1r . . Cha1Llllan, I wish to Ulilke a suggestion, 

wHh some hesitation, and still J ·belie\e it is an improvement. 
In line 8, page ·3, the words " for the purposes of such pay­
ment," seem to me to be surplusage or to conyey no clear 
meaning, becau ·e there are no payments mentioned above, and 
" such payments" seems to .refer to something foregoing. I 
tllink the sentence would be .complete just to Jet it end with 
the word "out," so that that part of the sentence would read 
"the net nncl gro s earnings of such companies, a.ncl how the 
moneys were eY})ended or paid out.'~ I would strike out all 
after the word " out,'• in line B. 

.1\lr. l\Ll\..NN. Will the gentleman yield? 
i\Ir. HARDY. Certainly 
Mr. l\fANN. I think .the w-0rd " for " ought to be .made 

" and"-" and the purpose -Of such payments." 
l\Ir. HARDY. 1\.,.ell, wlth the '\YOrd "and" it \\OUld be all 

rigllt. 
Mr. 1'IANN. It may .:possibly be a misprint some\Y·he1·e. 
1\Ir. HARDY. l will offer, then, the amendment to strike out 

the word " f o1· " aucl substitute the word " and." Howev-el', 
that would still lea\e in the words "such pay.inent$," ' ~ihen 
there are no payments nferred to before that. 

Mr. MANN. It provides for tbe mon~ys expended and 11:ih1 
out and the pu1~poses ·of such :Payments. 

l\1r. HARDY. I win malrn the motion to strike ·Ont ·the worc.1 
"for " and 1nsert the word " and." 

'The rCHAIR.M.AN. The Clerk will report the amendment. 
The Clerk read as follows : · 

. .A.mend, page 3, line 8, by .striking out the word "for" and insertin" 
m heu thereof the word " and." "' 

'The question was taken, and the amendment wa.s agreed to. 
Jllr. UEX!tO.OT. l\Ir. Chairman, I -offer the following amend­

ment. 
The C.HA.IRMAN. The :Clerk ·W'ill report the amendment. 
The Clerk r'ead as follows : 

" In l.ine ,,2, ·page. 2,. inset•t, before rthe word ., property," tbe word 
physical ; also, ill hne 2, page 4, insert bmo1·e ·the word " propert\, " 

the :word "pbysieal." ' ·' 

Mr. LENROOT. Mr. ·Ollairman, I do not know I .can adcl 
anything more to what I said when J had the fio~n· before with 
reference to this question, but the more I think of the roatter 
the more important it seems ·to me that this -ruluation of th" 
commission should be confined to a physical ;yaluation .of the 
.property. Now, it .ha:s ,been said during the afternoon a ntuu­
·ber .of times that this ;valuation :was not neee sarily for rnte­
making purposes at all, :hut J call the attention of the committee 
to this fa~t-that thi-s valuation must ·be for no other purpo. e, 
for the bill itself prO'rides .for a valuation when certain pro­
cedm:e ·has :been taken, so :it ..seems to .me that it is for no other 
purpose thrn the purpose of a basis -for making .rates. Now, 
I want pal'.ticula.rly to call the attention of the committee to 
the familiar and leading case of Smyth against Ames. There 
it is held : 

We hold', however, that the basis of all calculations as to the .ren on­
al>leness ~f ra~es to be .charged by a cor_poi:ation .maintaining a highway 
under le~1slative sane.lion must be the fair value of the property bein•"" 
used by it fur the convenience of the public. 

0 

Just e:rnc:tI.y what is proposed to be done by the bill in 1ts 
present . form, the fair Talue Of the property of the carrier. 
Then the decision goes on to sny : 

And in order to ascertain that value, the ol'iginal cost of construc­
tion, the a.mount expended in permanent improvement, the amount and 
m~1·;rnt value of its ·bonds ~nd stock, the present as compared with tbe 
oogmal cost of construction, the probable earning .capacity of the 
prop~i:ty undel' particnl?-r rates prescribed by statutes, and the sum 
required -to meet operatrng expenses are all matters for consideration 
and are to be .given such weight .as may 'be just and .l'igbt in each cac;c. 

Now, there are se\eral elements that the Supreme Court 
speaks of in this case that are to be considered in arriving at 
the yal ue, but there are only three .of those ·elements that Te-In te 
to ~he physical valuation of the property. . 

A ·great .many illustrations ·hay.e been gi,,en th.is :aftexnoon, 
or a great many .questions asked, as to wbat shall be .done in a 
given case. For instance, by the .gentleman from Penngyl"fania 
[Mr. OLMSrrED]. He,re i.s one railroad, the ·co t of which was 
twice, perhaps, the cost of ·another, and tile 'lalue ae.tnally 
·might -Oe twice the 'lalue of another, and- :yet as the bill reads 
·in its .present form you are .asking .the commi siou, you are 
compel11ng the commission, in a.R ex purte proceeding, :to :finc.1 
the \alue of those two .roads, and ·when they ha\e f(}UUd the 
::value the commi....'l.Sion itself mil be go'lerned by the value o 
found, for it ls the :value of the property that eecomes tlle bu is 
cfor rate-making .purposes. . 

Now, I do insist thn.t :that question, so far .as the .ultimate 
question of ;value is concerned, should not ·be left to be dec.lU.ed 
in this ex parte proceeding. W.hen we haYe the physical 
Yaluation we have ,one of the indispensable element· that aro 
neces ary. The com.mission should ha\e that, should keep it 
J.'evised from time to time, .lrot in determining the ultimate ques­
tion of value of a ·given prope1·ty of a common currier, it seems 
to me that with this infonm.ation they should be left free to 
make that value in a given case when the carrier itself has nn 
opportunity to be heard and !presents all the facts befru·e it. 

l\fr. l\fANN. l\Ir. Chairman, will the gentleman yieltl for a 
question? 

1\lr. LENROOT. Certainly. 
1\fr. l\1AJ."\f"N. Is the gentleman .convinced thut in making the 

J.·ates the court ought not, or can not, or will not, take into 
consideration the :value -0f a franchise? 

Mr. LENROOT. Not at all. 
Mr. I\IA.NN. :Well, if you are to obtain the \alue of -a pro-p­

erty as an aid -to rate making, is it not desirable to obtuin 
both the value of the pby-sical prO}Jerty and also the nth:ie of 
the franch.IBe? 

Mr. LE:NIWOT. That might be. 
Mr. MANN. Would uot that 'be the case under the provisions 

of this bill? 
Mr. :r..JJJNRRQT. · Ttiat1 is. the ppin~ ,exaGtJy. .~ey1 mjg}lt fillti 

the -faJlh~ , of a r' fl ranchi e ' an'µ. :fV\<'I 1
,the vA1ue of Ji great man", I J I J • '·· • CJ Ti _ ( ,,, 
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other. intangil!>Je thlngs th.at become settled-that become final-­
in this ex purte vroceeding. But I say that ought not to be 
done in that kind of proceeding, because those things can be 
determined in a gh-en case by testimony. It is th~ pb sical 
-valuation that takes one or two or three years of time. It is 
that valuation that_ the Intastate Commerce Commission has 
been asking fo-r; it is that valuation th!l.t the commi ion could 
not get under the 9 or 10 months' suspen. ion of the interstate 
commerce law. 

The CHAIR~IA...~. The time 0f the gentleman fro.m Wise-0n­
sin [:Mr. LE_ ROO'll} has expired. 

Mr. M.Al\r:N". Ir. Chairman, I ask unanimous consent that 
the gentleman may have five minutes more. 

'1'he CHAIRMAN. The gentleman !r@m Illino.is [Mr. ~!.Ar ... ~] 
asks unanimous coo.sent that the gentleman from Wisco.usi.J1 
ha\e five mi:nute more. Is there jectiou. 

There was no objection. · 
Mr. MANN.. Ilei.·e is the po-int 1 wanted to. get at: The ascer­

tainment o.f this information is for the aid of the CQmmission. 
They may have a case before them involving the freight on lem­
ons, and another on eggs, between two P'>ints not far apa1·t, where 
it is absolutely impossil>le to acquire the information in refer­
ence to the value of the property for the settle.Ilh..~t Qf that case. 
In ascertaining the information is it not desirable to ascertain 
the va1ue of all of the pro])erty, differentiating, as the gentle­
man would sugge t, the value, of a physical property and the 
-value of the other property, which is for the aid of the com­
mission and for the aid of any shipper woo has a complaint? 
Is it not desirable to obtain all the infmmation ! 

.llr. LE:NROOT. I think it. is, and I would ha-ve no objec­
tion to. that being a separate element to be found by the 
commission.. l\.Iy point is that I am opposed to the commission 
making the ultimate finding in this proceeding of the value of 
the property, which will bind the Government or the commis­
sion afterwards. 

lUr . .MANN. I am Dot sure that the gentleman is not e-0r­
rect, but the bill prolides, that the statement of the valuation 
shall contain a statement of the elements forming the basis and 
elements of value. Under this bill would not the commission }}e 
required to obtain the '\"alue of the pl"operty and ascertain how 
much of that is th~. physical value and how much is the value 
of the franchise, if any, arn:l the other elements that go into 
the -valuation? 

lr-. LENROOT. I think the gentleman from Illinois has 
llelped me to make plain what my idea is. I have no objeetion 
in the world to the commission finding all these d.iffe1·eut ele­
ments. What I do obj~t to is the commission eombining all 
of those int<> a final, ultimate finding at this time of the value 
of the property as a whole. 

Mr. MA..:NN. Of course, I agree with the geutleman-~-
1\Ir. MA.ODE...~. In a single item, does the gentleman mean? 
~Ir. MANN. That that is not the proper method of doing it, 

although it is probab-ly better than it is now. 
~Ir. BUCHANAN. l\1r. Chairman, does the gentle.man yield? 
Mr. LENil.OOT. I would like to call attention to one other 

th.i.ng. EvidenUy fr()m the title of tbe bill it was the inteu­
tion or thought of the committee that the valuation should be 
confined to a physical valuation, fo1· the title of the bill is, 
' Providing for physical valuation of the property of common 
carriers." 

Now I yield to the gentleman. 
Mr. BUCH.A. T.Al~. I am somewhat confused about the ques­

tion of :fixing rates on the basis of the valuation of h·ansporta­
tion lines, for tbe reason that sometimes the addition of value 
i made by an additional expenditure of money that inc.reuses 
the facilities of the transportation line to. such an extent that 
it can reduce the rates a.nd be able to pay a greater ditidend 
than e>er on the amount of money in-vested, as, for instance, 
by shortening a line or by. brkl.ging or by tunneling. 

I have in mind one pface in Utah where they constructed a 
line across Salt Lake at great expense. I am informed that it is 
a great investment. At other places they have added tunnels 
'·hi ch add to the expense of the line. In still other places they 
have constructed elel'atecl roads, as has been done in Chicago. 
Jn such cases there has been a great expenditure of money, but, 
clue to the fact that they can transport much faster and with a 
reduced force of workingmen, made possible by the elimination 
of watchmen, and so on. they ha-ve reduced the cost of trans­
portation to uch a extent that even though the -value of th-eir 
property is much grea!er they still can reduce their freight 
rates. 

l\Ir. LE.:.~ROOT. Of course, that is often true. The geutle-

fa·. ::P:G .l ~· r Cart 1 i·Jt~i 99;fi±eQ· ilrs. l:v 'a:m equitab :1 man tl:llderu~Js-- ~ - '. . . ~ ~ . 1 · ~ 
td all ca'!l~erned 1~ 'the b ~is of 1the Yaluat~n "of Jth~Cf propert ? 

Mr. LE.."\'IlOOT. The gentleman understands, and the com­
mittee will understand that, with certain exceptions-very 
rare-the carrier is always entitled to such a rate as will pay 
operating e:s:peru:-es and bring a fair retur~ on the value of the 
propert ~ n:iltl that is why the yalue- o.f the property bec-0mes a 
very important question. 

l\lr. STEYEXS of ~innesota. l\Ir. Chairman, will the gentle-
man allow me? 

The CHA..IIlllAN- Does tha gentleman yield? 
Mr. LE..:.'IlOO':I'. Certainly. 
l\Ir. STEYE.J.. ·s of ~Iinnewta. Has the gentleman co11sidered 

the paragrnphs beginning on pa:~ 5. perhaps, with the paragraph 
in the middle of page 6? Those two paragraphs in substance 
state this. that a:ft:e1' the commissi-on shall have completed the 
Yaluation, and before the \aluation shall have become final, the 
commission shall give notice to the carrier, stating the valuation 
placed upon tile se-reral classes of property. .._·ow, that ·would 
include the physical property and the franchise-

l\Ir. FOWLER. Ancl it might not--
1\Ir. STEVE~S of Minnesota. And the going value o:II the 

prope-rty in actual use. 
The CHAIDMA.i.~. The time-<>! the gentleman has expired. 
l\fr. S'l'EYE..1. TS of .dinnesota. Mr. Chairman, I ask unani­

mous consent that the time of the gentleman from Wisconsin 
[Mr. LENROOT] be extended five .minutes more. 

The CHAIRMAN. Is there objection to the request of the 
gentleman fL'Om .Minnesota'! 

There was no roje€ticm~ 
Mr. STEVR~S oi Minnesota. Then the comnnss10n shall 

make a sePftrate -valuation of those several classes, covering 
everythin'-" that the gentleman has stated. Then tb.e- notice 
shall te iriven to the earrier. The carrier then has its hearing 
before the commission before the value of these se\er-al classes 

, has b-eeu de.finitely fixed by the commission. Now, after the 
commission receives all the el'idence that it sees fit from the 
carrier as to, the different classes, it makes an order, as p-ro­
vided on line 11 of page ~; it issues an order making such co1·­
rected valuation final~ and after th:.:it it prov.ides for making 
such co:n:ec-tions as it sees fit later; and tllen these final values, 
including the Tillues of the various. classes, shall be made public 
and become prima - fac-i~ evi<lenee-. NE>w, do not these two pro­
visions of these two paragraphs accomplish what the gentleman 
bas in mind? 

1\Ir. LENROOT. I think not, because experience has clemon­
strate<i that they do not in every case where the question bus 
CQme up. I know it :is true il1 the case o:ff raHroaf'!: litigation in 
Wisconsin, where. I was interested as one of the attorneys in 
that litigation. The cases of valuati().n co.mprebended all of 
these different elements, but in my opinion it is impossible, 
when you CQme to fix the ·rnluaticm> to diY'ide it up into these 
vatious elements. 

For instance-, after ta1tin" all these elements then you must 
add a sum be"ause of its being a g0ing con<:ern, a sum for the 
cost of buililing up the business for a series of years. That 
has been approved by the courts; and yet it will not show in 
any of these separate elements that are p1'0Yided fo1· by this 
schedule-; and when the commission comes to make its final 
valuation, in my judgment, it will be eompelled to add things 
that it can not distribute into the diffe,rent elements· and the 
commission hon.Id be left free, aceo.rding to the testimony in 
each ease, hen it comes to make its final determination, hax­
ing these elements in the finilings as pronlled in the bill; but 
when :it comes to. determine the question finally i should lJe 
left :11:ree to consider all of these que._tions. In my j,udgment, it 
is not left free to do so under the bill as it now stands. 

Mr. STEVENS of :Jlinne ota. Does not the method proposed 
by thB gentleman put a much hea-vier- l>nrden on the shipper 
who desires to contest a rate than the in·o,isiou that I ha:re 
just read from the bill? In other words, hl' in each contest the 
shipper is eompellecl to p1·ove the additional facts stated l}y Urn 
gentleman, while in the bill these matters are made matters 
of record with the commissi-on, doos it not put an additional 
burden on the shipper '\lhicl.i. in some cases may be very 
onerous? 

l\lr. LE~ROOT. I think not; because in nearly eYery c::rne 
these will be matters of judgment for the commission, consider­
ing the property of the carrier as a whole aud the cb.m·acter of 
its business. It ean not be separated 1nto different elements. 
They will ha-ve- all oi this information, so far- as the different 
elements are concerned, all that any· investigation can produce. 
It will remaia a matte.r of judgment on the- part of tbe eom­
mission, but my idea is that the judgment should be exercised 

1at! the tinie the question is up for rate-making purposes, rather 
than in an ex parte proceeding. 
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l\Ir. CRUl\IP .ACKEil. Will the gentleman yield for a ques­
tion? 

l\Ir. LENROOT. Yes. 
l\Ir. CRUMPACKER. If the gentleman from Wisconsin will 

permit me, my understanding of his proposed amendment is 
that it inserts in line 2, page 2, just before the word "prop­
erty," the word " physical." 

Mr. LENROOT. Yes. 
l\Ir. CRUMPACKER. That does not require, does it, that 

the physical valuation of property shall be made separate from 
the valuation of all other clasEes of railroad property? It 
simply requires the physical ·rnluation of the property to be 
made. 

l\Ir. LENROOT. It is limited to the valuation of physical 
property. 

l\Ir. CRUMPACKER. So that the purpose of the bill is simply 
to a certain the rnlue of the physical properties of railroads? 

Mr. LENROOT. Of course, the e other provisions with 
reference to stocks and bonds are not affected by this amend­
ment. They remain the same. 

i\lr. CRUMP .ACKER. So that the question of the value of 
franchhies and other rights that may Yitally affect even the 
physical yalue will not be included in the bill at all if the gen­
tleman's amendment is adopted. 

l\1r. LENROOT. The franchises will not. 
l\1r. CRUl\IPACKEil. Or any other intangible rights. 
l\Ir. LE.i.~00'1'. No other intangible rights. 
l\Ir. Sil\IS. l\lr. Chairman, I appreciate the statement made 

by the gentlemun from Wisconsin and the strong argument 
wl1ich he has made, but I hopa this amendment will not pre­
Yail, because my understanding is that it narrows the scope of 
the bill, and to tbat extent limits its usefulness in the wqrk of 
the commission. If I understand this bill, the object of it is 
to fmnish the commission with information which the com­
rnis ion needs in oruer to enable it to fix rates. Well, the com­
mission needs all elements of \alue to be considered the same 
a courts do, beca u e if the commission can not consider every 
element of \alue that the courts will consider in determining 
whether the order is to be a yalid one or not, it seems to me 
that would be narrowing the scopa of the bill, a nd that the bill 
will not accomplish a11 the purpo es t4at it can accomplish by 
lenYing it unamended. 

l\lr. LE~ROOT. Will the gentleman yield? 
l\lr. SIMS. Certainly. 
1\fr. LE~"TIOOT. The bill does not limit the power of the 

commission in uny way. The only purpose of the amendment is 
to leaye the ultimate question of 'Value to be determined by the 
commission later according to the facts, having all this informa­
tion before the commi sion. 

l\lr. SIMS. As I understand it, there is to be an in\entory 
inYestigation anu valuation. The commi sion will set down 
the physical value :rnd any other element of 'Value which the 
commission a certain in this in\e tigation which it would re­
gard as its duty in fixing a rate. I can not see that it would 
add to the expeu e of malting the investigation or cause it to 
be deJayed; and then the facts ascertained as to any other 
element of value will be no more binding on the commission 
or on a court passing on it than will the firn.ling of the element 
of pby ical yalue. It is all onJy prima facie. 

l\fr. LE:N'TIOOT. The commission will be bound thereafter 
by its o'\\'n 'Valuation unless it afterwards takes the procedure 
of reYising and correcting the ·ralaation. I would lea\e the 
commi~ ion free to make use of all the information provided 
in the bill, but come to its own conclusion in regard to the 
qne tion of the rates. 

Mr. SIMS. I under tand the commission will not determine 
the rate by any one element of yalue, but upon the considera­
tion of all the information that it acquires in this investiga­
tion or that it may barn ctherwise. 

1\lr. LE:NilOOT. If the commission makes a finding of ni.lu­
atiou and thereafter is to be permitted to go back and con­
ider any different elements that ha\e gone to make up the 

final determination-that is what I object to. 
i\lr. Sil\IS. If a question should arise sufficiently long after 

the yaJuation upon a charge that the yaluation has changed, 
that the physical Ynlue is greater or less, or any other item of 
value is greater or less, the commission will investigate that 
statement on ap1)1ication made affecting a rate based on the 
former valuati.on. It would not be precluded from making any 
additional inYestigation that the new conditions may authorize. 

l\1r. LENROOT. That is h·ue; but they might and ·rnry 
likely will be mistaken as to some of their calculations ;is . to 
what elements should be considered in arriYing at the yaluc. 

Mr. SABATH. Who shall pass upon it but the commission, 
and they are to ham all the light and information that they 
can get. 

Mr. Iil.RDY. Will the gentleman yield? 
Mr. Sil\IS. I will yield to the gentleman from Texas. 
l\fr. HARDY. I want to suggest that this bill really only 

provides for a Yaluation of the physical property; that is the 
intention of it. I believe that it is possibly liable to consider­
able misinterpretation. SeYeral gentlemen haye spoken about 
the 'Valuation of the franchise as part of the value but this bill 
itself provides the standard by which they shall fix the value, 
as follows: 

SEC. 19a. That the commission shall investigate and ascertain the 
value. of the property of every common carrier subject to the provisions 
of this act and used by it for the convenience of the public. For the 
purpose of such an investigation and ascertainment of value the com­
mission is authorized to employ such engineers, experts, and other as­
sista~ts as.may be neces ary, who shall have power to admini ter oaths, 
examme witnesses, and take testimony. The value shall be ascertained 
by means of an inventory which shall list the property of every com­
mon .carrier subj~ct to the provisions of this act in det ail, and shall 
class~fy t~e physical el~ments of such property in conformity with the 
cla 1fication of expenditures for road and equipment, as prescribed by 
the Interstate Commerce Commission. 

Then it further pro\ides that in such in\estio-ation the com­
mission shall haye authority to ascertain and 

0

report in such 
detail as it may deem necessary as to each piece of property 
owned or used by said common carrier, the original cost for rail­
way purposes, the cost an<l yalue to the present owner, and 
what increase in value is due to co t of improvements. 

The bill really only proYides for a physical yaluation of items 
a detailed list of the property of the company, and it was not 
intended, as I read the bill, to incorporate the yalue of the fran­
chise in the report required of the commission. I believe that 
you will barn clarified the ituation by putting the word "physi­
cal," as suggested by the amendment of the gentleman from 
Wisconsin. That will make the meaning indisputable. 

Mr. SIMS. It has been stated by a gentleman on the com­
mittee, who undoubtedly octates it authoritatfrely, that thi bill 
was drawn by the Interstate Commerce Commission itself. As 
far as I am concerned, I would not know how to draw such a 
bill, and unless I was sati ·fied that· this amendment wouJd not 
restrict the object and purpose of the bill-that is, that it would 
not narrow rather than widen the scope of the bill-I would 
not W'ant to accept this amendment under the circmnstunces. 
l\lr. Chairman, I ask for a \Ote. 

The CHAIR~l.A.....'-'. The que tion is on the amendment offerecl 
by the gentleman from Wisconsin. 

The question was taken, and the amendment was lost. 
l\Ir. l\IA!~. :Mr. Chairman, I mo\e to amend, page 1, line 3, 

by striking out the words " section 10 of an " and in..,erting in 
lieu thereof the 'yord "the." 

The Clerk read as follows : 
rage 1, line 3, strike out the words "section 19 of an " and insert in 

lieu thereof the word " the." 
l\lr. i\IAl'IX. l\1r. Chairman, a the bill reads it pro\ides that 

section 1D of the act to re"'ulate commerce be am nded by add­
ing section ma thereafter. Of cour e section 10 of the act is 
not mnencled at all. It i entirely a separate propo ition from 
the one in'VolYed here. The amendment is in fact an amend­
ment of the act to regulate commerce. As the bill read now, 
it is-

That section 19 of an act en t itled "An act to regulate commt'rce," 
:ipproved February 4, 1 7, and all acts amendatory the t·eof be amendcd-

And o forth. 
There are uo amendments to section 19 of the inter tate-com­

merce act. Although many other sections ha\e been amendeu, 
the original section 10 reads now as it wn · enacted in 1 7. 
I would i:mggest that the language of the bill be chanO'ed so as 
to in·oyide that the r.ct to regulate commerce as amended be 
further amended by adding this new section. 

l\Ir. SIMS. Has the gentleman his amendment in form, so 
that he can state it correctly? I ha ye no objection to the 
amendment. 

l\Ir. l\IAl-.~. I offered ju t the first part of it a.nd then in­
tended to moye to strike out, in line 5, "and all acts amendatory 
thereof," and insert in lieu thereof the word " as amended." 

Mr. SIMS. So that it would read? 
Mr. l\I~N. And then insert after the woru " be, ' in line 5, 

the word "further," so that it will read: 
'rhat the act entitled "An act to regulate commerce," npproved Feb­

ruary 4, 1 7, as amended, be further amended by adding thereto a new 
section, to be known as ection 19a, and to read as ;follows. 

l\Ir. SI:HS. l\Ir. Chairman, I have no objection to that. 
The CILl..IRMAN. The question ls on the first amendment 

pffered1 by; tbe g.e:utlemuuJ Lf,t·o~ llli,J;lo~, 'tlliG.4 , fq~ ,.Ql~k wjll 
report -
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The Cle-rk read as follows: 
Page 1, line 3, strike out the words " section 19 of an" and insert in 

lien the1·eof the word ,, the." 

The CHAIInIAN. The question is on agreeing to the amend­
ment. 

The question was taken, and the amendment was agreed to. 
Th CHAIRMAJ.~. The Clerk will report tbe next amendment 

offered by the gentleman from Illinois. 
The Clerk read as follows : 
Page 1, line 5. strike out the words "'and all acts amendatory 

thereof " and insert in lieu thereof the words •· as amended." 

The CIIAIRl\IA. ~. The question is on agreeing to the amend­
ment. 

The amendment was agreed to. 
'l"'he CHAIIlMAl . The Clerk will report the next amendment 

offered by the gentleman from Illinois. 
The Clerk read as follows : 
rage 1, fine 5, after the word " be," at the end of the line, insert the 

word «further." 

The CHAJ:R~lAN. The- question is on agreeing to the amend­
ment. 

The amendment was agreed to. 
l\Ir. OL::\ISTED. l\Ir. Chairman, I offer the following amend-

ment, which I send to the desk and ask to have read. 
The Clerk read as follows : 
Page 2, line 8, after the word "testimony," insert the following: 
" rpon three days' notice to the common carrier, which shall be per­

mitted to attend by counsel or otht>rwise and examine or cross-examine 
the witnesses and to cull and examine other witnesses." 

~Ir. OLMSTED. 1\Iu. Chairman, just a w.ord upon this ame-nd­
ruent. This bill in its present form provides for the ascertain­
ment n.ud determination of the ~alue of the physical property of 
common carriers by the Interstate Commerce Commission, which 
is authorized to employ such engineers, experts, and other assist­
ants as may be necessary, who shall have power to administer 
oaths, examine witnesses, and take testimony; that is, I take it, 
touching the -valuation to be ascertained. We are- given to under­
stand that the valuation is for the purpose of assisting the com­
mission in fixing the rates which may be charged by common 

• carriers. It is to be one of the elements at least. The rates 
which a common carrier may charge, the right to charge a 
rate, is its most important right. Without that right a rail­
road would have -very little physical or other -valuation, and it 
seems to me that in n matter so important as that the common 
carrier itself ought to ha-ve some notice of the taking of testi­
mony and the right to be present and examine and cross-examine 
witnesses. 

That is the sole purpose and object of my proposed amend­
ment. If the physical valuation of railroads, which is to be 
determined by the commission in the matter pointed out by 
this bill, is to be used as the basis for the fixing of rates by 
the Interstate Commerce CommisS-ion, it is no more than fair 
and equitable, and in harmony with unh·ersally recognized 
principles of enlightened civilization, that the party to be 
affected shall have notice and an opportunity to be heard. It 
is true that the bill does prortde that after the Interstate 
Commerce Commission, through its agents, experts, or other 
a sistants shall have concluded the taking of testimony~ and 
the commission, ba~ed upon such testimony, shall have adju-di­
cated the matter and fixed the -.aluation, the carrier may h-a.ve 
30 days within which to file a protest, and that upon the filing 
of any protest by a common carrier-

'l'he commission shall fix a time for bearing the same and shall pro­
ceed as promptly as may be to hear and consider any matter relative 
and material thereto which may be presented by such common carrier 
in support of its protest so filed. 

The bill, however, makes no provision for the taking of tes­
timony upon such a hearing. If witnesses were desired to be 
recalled for examination or cross-examination, the common 
carrier would have to hunt them up, and it would have no 
power to compel their attendance. The whole proceeding 
would be, in any e-vent, anomalous and um·easonable. It would 
be like depriving a defendant of the right to participate in the 
taking of testimony on the trial of his case and then allowing 
him the mere right to file a protest after the court shall have 
entered judgment against him. There is no State in this 
Union under the laws of which $10 worth of property could 
be taken from any man in a proceeding in which he was not 
permitted to cross-examine the witnesses produced against him 
or to call witnesses in his own be-half; and surely that ordi­
nary right and priYilege ought not to be denied in- a matter 
the dete1·mination ,9Ji which may, and· in many tostapces will, 

inyol..-c millions of dollars. This is, in any e-vent, a remark­
able provision in the bill,. that-
for the pmpose of such an investigation and ascertainment of vuluei 
the commission in authorized to employ such engineers, experts, ana 
other as istants as may be necessary, who shall have power to ad­
minister oaths, examine witnesses, and take testimony. 

l\Iy amendment adds, after the word "testimony,'' these 
words: 

pon three days' notice to the common carrier which shall be per­
mitted to attend by counsel or otherwise and examine or cross-examine 
~itnesses and to call and examine other witnesses. 

It seems to me that, upon the commonest principles of justice, 
the amendment ought to prevuil. 

Now, just a few words upon the bill itself. If it would 
accomplish what is hinted in the report of the Committee on 
Interstate and Foreign Commerce, w-hich has presented the bill 
to this House, and what has been intimated by some of its sup­
porters who have spoken in its behalf, it would be a most mon­
_strons proposition. In the report of the Committee on Inter­
state and Foreign Commerce accompanying this bill I find this 
language : 

The anomaly has grown up gradually and unconsciously, as it were-­
grown up in the conrts themselves, as wen as in the commission-that 
public carriers are to be allowed to charge an income on what they owe 
as well as upon what they own. No one else in the world with whom 
we are acquainted is allowed that privilege. 

And then, again, the report complains that : 
As a part of the fixed charges to the annual burden of doing business 

the inte1·est on the bonds is considered and allowance made for them. 

What "anomaly" is there in the proposition that a common 
carrier ought to be permitted to charge rates sufficient to enable 
it to pay the interest upon its bonds? Let us suppose the case 
of a railroad costing $"2,000,000. The stockholders themselves 
put in one million and issue stock for that amount. They borrow 
another million on a first mortgage and is ue bonds for that 
amount. Why should not the company be permitted to pay the 
interest upon its bonds? What is wrong about that! Putting 
aside for the moment all questions of right and wrong, of con­
stitutionality or of unconstitutionality, is there any gentleman 
upon this floor who can not discern the condition into which not 
only our common carriers but our whole country would be thrown 
if common carriers were not permitted to earn and pay their 
interest, as well as a reasonable return to stockholders? The 
regulation of common carriers is right and proper, but it is time 
for the baiting of common carriers to cease. Without stopping 
to consider the effect upon existing concerns, what would be 
the effect upon future railroad building{ It has been suggested 
that the day of railroad promotion is past; that the country is 
alTeady well supplied. That is far from true. There are vast 
areas of country, particularly in the Southe-rn States, not pene­
trated by railroads at all. Railroads are needed for their de­
velopment; but what sane man would in\est a dol1ar in their 
construction if the sentiments of some- of tho-se who ha-ve spoken 
upon this floor should be enacted into law? 

Happily, this bill will not bring about any such state of 
affairs. It provides for the physical valuation of the property 
of common carriers, and undoubtedly the physical valuation 
thus ascertained will be considered by the Interstate Commerce 
Commission in the fixing of rates; but it does not by any means 
follow that the rates will be fixed so low that the common car­
riers can not earn the interest upon their indebtedness. Rather 
than that it would be bet,ter that the Interstate Commerce Com­
mission itself should be abolished. It is manifest from what has 
already taken place- that this bill is destined to pass. Personally 
I do not believe that it will pro-ve of very much value. It will,. 
in the- first place, require for its execution the employment of a 
vast army of engineers, experts, and other assistants, including 
clerks, stenographers, bookkeepers; and the like; will involve 
the Government in the expense of taking testimony in practi­
cally every part of the United States; and, in addition to mak­
ing a large hole in the Federal Treasury, will take up the time 
of officials and employees and prove an110ying and expensi-ve 
to common carriers as well as enormously expensive to the Gov­
ernment itself. When the physical valuations have been thus 
ascertained, I very much fear that they will not serve any 
useful purpose in a degree at all commensurate with the ex­
pense involved- I agree with Theodore Roosevelt that the 
physical -valuation of railroads is of doubtful rnlue in the de­
termination of proper rates of transportation. It has been 
urged upon this floor to-day that rates ought to be based upon 
physical valuation alone; that the Yalue of the franchise should 
not be taken into consideration at alJ, because the franchise is 
derived from the Go-vernment or from the State. Well, what 
would be the physical valuation of a railroad without the fran­
chise to carry freight and pas engers? Practically nothing; but 

, little; if 1Unything, more than the value of the rails less ille co3t 
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of removing them. Some years ago ·a railroad through the State 
of Pennsylvania was contemplated and commenced in competi­
tion with t,he Pennsylvania Railroad. The route was surveyed 
and a large amount of work done, particularly in the digging 
of a great number of costly tunnels through the mountains. It 
i. "aid that more than $3,000,000 were expencled in these tun­
nels. The project was finally abandoned; no rails were la.id. 
'''1rnt is the physical valuation of those holes in the ground to­
day? And what would be the physical valuation if rails were 
la.i<l. ornr that route, and the company owning it had no right 
to carry freight or passengers? What would be the value of 
that line if there were no freight and pa sengers to carry? I 
baYe already, during this discussion, called attention to the fact 
that one of the lines between Washino-ton and Baltimore cost a 
...,rent ueal more than the other becau e the second lfne was com­
pel led to enter the city by way of a eries of lengthy :rnu ex­
uen iYe tunnels. 

I its phy ical Yaluation greater because of its greater cost? 
.Woulu you, because of that greater cost, permit that company 
to clrnrge a higher rate for freight or passengers than you would 
permit the other company to charge? And if you did permit 
it, \YOu1d not the old company, being restricted to the lower 
rate ~ecure all the traffic? Or '\\"OUld you, basing the rate upon 
the physical yaluation alone, require the older company to 
charge a hlgller rate so as to enable tlle second company to 
compete for business? I know of a railroad something oyer 200 
miles in length constructed at great cost through a mountainous 
country for the purpose of reaching an article of commerce 
'\\"hich for some years afforded it a profitable traffic. That com­
modity along its line llas now been practically exhausted. and 
the railroad haruly l)ays the cost of operation. Stockholders 
nre receiving no dividends and the bondholders are not getting 
the interest upon their bond . How would :rou determine the 
yaluation of that road? It would cost seyeral millions of dol­
Jar. to duplicate it to-day, but there is insufficient traffic upon 
tlle 1ine to ma~e it pay. No rnluation which could be placed 
upon the property will have any effect upon the yalue of the 
slo ·k and bonds of that corporation. The physical value of that 
road has little, if any, relation to the question of reasonable­
. nes of rate charged upon that line. In my judgment the 
ya] ua tion of the physi.cal property of a common carrier will 
prom a very poor and in many cases a yery misleading factor. 
The Yalue of a railroad depends almost entirely upon its traffic, 
ille probable continuance thereof, and the rates which the 
O\Yner is permitted to charge for the transportation of freight 
nncl passengers. The opening of coal mines along the line of a 
railroad would enb:mce the value of the railroad and of its cavi­
tal tock. On the other hand, the closing down or the exhaus­
tion of such a mine would depreciate the value. The builLling 
of new factories would increase the Yalue of the railroad and 
it ca1}ital stock. The u~struction or closing down of factories 
woultl reduce its yalue. An increase of population in the cities 
or towns along the line would increase its Yalue, while a reduc­
tion in population would haye the opposite effect. If the com­
mon carrier has a rea onable amount of traffic and is permitted 
to charge, say, 10 cents per ton per mile and can secure that 
rate, it may do an exceedingly prosperous business and be a 
'\"·ery yaluable property. 

If. then, the Interstate Commerce Commi sion should restrict 
it charge to 1 cent per ton per mile the value of that road and 
of its capital stock would be nistly decrea ed. The physical 
rnJue of the property would not be a yery important factor. 
.The Committee on Interstate and Foreign Commerce in pre­
senting this bill has rejected and excluded a proposition wllich, 
io my mind, would be of far more Yalue and importance than 
a pby ical valuation of the properl-y of common carriers. I 
refer to U10 proi;>osition to regulate the issuance of stocks and 
boncls by railroad companies and other common carriers. It 
has been charged here upon this floor during this discussion 
oYer and oyer agnin that watered stocks and bonds are to n 
lnrgc degree responsible for hlgh rates of transportation be­
mu e companies strim or are permitted to pay interest and 
<liYiclends upon them. If, then, we so legislate as to prevent 
the watering of stocks 1111(1 require both stocks and bonds to 
be issued only for actual y:ilue we shall do much to eliminate 
thnt eYil and to keep transportation rates within proper bounds. 
An effort "ill be made to insert such a provision, and it shall 
certninly haYe my upport. 

I regret to see that there is a disposition in some quarters 
to deal very unfairly with common carriers. There seems to be 
a dLposition to make them not only common carriers, but prac­
tically -free carriers, without authority to charge sufficient 
ra t c to euable them to pay interest upon the money they, have 
to borrow to coustruct their lines and to keep them in operation. 
Hefer uce ha bec-n made to tlle present existing and lamentable 

car shortage. The railroad companies can not buy cars without 
money, and they frequently-indeed almo ·t iu-rnriably-have to 
make either temporary or permanent loans for that purpose. 
But who will lend them money if they are not permitted to pay 
interest Ul)Oll their bonds? Another gentleman of exceeding 
ability . argued that rates should be based exclusively upon 
physical Yaluation, and expressed doubt if in that valuation 
there .,houlcl be included the extension of expensive terminals 
which n·ithin the past few years have been built in Chicago, in 
New York, and in this city of Washington for the conYenience 
of the public, because, he said, they are not used in the trans­
portation of freight, but only in the transportation or for the 
convenience of pas engers. Another gentleman charged that 
the high cost of living in this country is due almost entireJy to 
high rates of transportation. He ought either to travel abroad 
himself or else read the official reports of railroad operation in 
other countries. He would then learn that rates are Yel'Y much 
lower here than elsewhere in the world; that the train ·service 
here is very much . better; and that in the matter of speed, 
safety, and luxury of passenger fravel, as well as in cheapness, 
the United State~ leads the world. [Applause.] 

i\Ir. SI.MS. l\fr. Chairman, I feel called upon to oppose the 
amendment. This is an ex parte examination by the commi '­
sion, one that will take a great deal of time to properly con­
duct, and to require notice and to permit the carrier to introduce 
testimony would be virtually a litigation which would continue 
through an interminable time. I do not charge the carriers, 
of cour e, '\\"ith any intention to delay, but nece arily, if they 
ha Ye to ha rn cross-examinations and the attendance of wit­
nes e · that the railroads '\\"OUld furnish, there will certainly be 
a Ycry great delay in this ex parte proceeding of the commis­
sion, which is not conclusive upon the carriers when it is 
completed. 

l\Ir. LENROOT. l\lr. Chairman, will the gentleman yield? 
l\lr. SIMS. Certainly. 
l\lr. LENROOT. I wouJd remind the gentleman that the bill 

itself proyides for a full hearing by the carrier after the pre­
liminary Yalnation is made before it become· final. 

Mr. SDlS. Yes; and not while it is proceeding. I therefore 
hope tlle amendment "ill be rnted <lown . 

The CHAIRl\IA..1~. The que tion is on the amendment offered 
by the gentleman from Penn ylvania. 

The question "a taken, anu the amendment n-n rejected. 
l\lr. LE~ROOT. Ur. Chairman, I offer the following amend­

ment. 
The CR..URi\IAN. The Clerk '\\"ill report tlle amendment. 

· The Clerk read as follows: 
In line Hl, page 2. after the word "owner,'' insert tlie words " the 

cost of reproduction." 
:Mr. LENROOT. l\Ir. Chairman, inasmuch as this paragraph 

undertakes to specify the elements which hall be considered by 
the commission in arriving at the Yaluation, it eem Yery clenr 
to me that the cost of reproduction is one of the indi. pensablc 
elements, and it should also be specified. A number of the deci­
sions hold that the cost of reproduction is one of the element 
that must be considered in arriying at the rnlue. A you all 
know, perhaps the last leading case is that of the KnoxYille 
Water Co. against Kno:nille (212 U. S., 1), in which this 
opinion is used : . 

The cost of reproduction is one way of ascertaining the value of n 
plant like a water company. 

And, going b!lck to the ca c of Smythe aga.iru t Ames-
The value to be ascertained by considering original co t of construc­

tion, amount expended in permanent improvement, amount and market 
value of stocks and bonds, present as compared with 01iginal cost of 
construction. 

Ko'\\", that is not proyided in this bill, and it eem. to me it 
ought to be there, so long as we are specifyincv the different ele­
ments that shall be consiUered. 

The question was taken, and the amendment wa agreoo to. 
l\fr. SIMS. l\1r. Chariman, if there are no further amend­

ments I moYe that the collllllittee rise and report the bill as 
amended. 

l\Ir. LAFFERTY. l\lr. Chairman, I de ire to offer an amenu­
ment which I send to the lerk's uesk, merely to perfect the 
language on page 2. 

The CHAIRMAN. The lerk "ill report the amen<lment. 
The Clerk read as follows: 
rage 2. lines 24 and 25, strike out the following. " They should also 

show as the commission may deem necessary," and in ert in lieu thercot 
the following, " Such inve tig-ation and reRort hull ful'ther show when­
ever the commission may deem necc sary.' 

l\Ir. LAFFERTY. l\Ir. Chairman, the !Jill ou page 2 in thi · 
connection is very mYkwarcl iu its language. For· example, it 

. reads like rt.his : l • • • l ' 
Such investigation and rPport Rball al ~o . bow i::Pparately tbo.t 

property actually u ·cd in trun ·portation and hcl!l for other purposes, ' I 
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and shall contain a statement of the elements fin·ming a. basis of the 
estimate of value. They should al o show. as the commission may 
deem ncces a,ry. 

Now there occurs the word "should." In all my reading of 
public' statutes the word "should" has never appeared in a 
connection like this. The 1aw reads that it" shall" do or "shall 
not" do; not that it "should not" do. 

l\lr. Sll\IS. l\Ir. Chairman, I want to say to the gentleman 
from Oregon that I do not think his amendment in any way 
hurts the bill, but may help it, and I ha\e no purpose of 
opposing it. 

The question "·as taken, and the Chairman announced that 
the amendment "'as rejected. 

l\Ir. LAFFERTY. l\Ir. Chairman, mis my amendment re-
jected? 

The CHAIR~I.AN. It .was. 
~Ir. LAFFERTY. I ask for a dh"ision. 
lUr. FOWLER l\Ir. Chairman, on page 2, line 23, after the 

word "statement," I desire to amend by inserting--
1\lr. LAFFEUTY. l\Ir. Chairman, a parliamentary inquiry. 
The CHAIIUIAK The gentleman will state it. 
-;)fr. LAFFERTY. l\Ir. Chairman, during the confusion I did 

not understand "'hether the amendment I offered was agreed 
to or not. 

The CHAIRM.A:N. 
l\Ir. LAFFERTY. 

gentleman in charge 
The CHA.IRl\i.AN. 

a 0 Teed to. 

It was not agreed to. 
I demand a division. I understood the 
of the bill stated he wou1d agree to it. 

The Chair has stated that it was not 

Mr. LAFFERTY. l\Ir. Chairman. I ask for a divisipn. I did 
not understand the Chair. and if I am permitted I will state 
that the gentleman in charge of the bill acce11te<l my amend­
ment, and that is why I dicl not explain it fnrtller. 

l\Ir. Sll\IS. -I said I did not object. 
l\lr. SABA.TH. Tl.le aentleman from Tenne ·see did not 

object, IJut a majority of the ::.\IemlJers did. 
The CIL.URi\lA.N. Tllo gentleman from Oregon demand~ a 

diYision on his amendment. 
The committee divided; and there were-ayes 41, noes 4. 
So the amendment was agreed to. 
l\Ir. FOWLER l\fr. 'hairman, on page 2, line 23, after the 

"·orll " statement," I desire to mnen<l by adding the words 
" and value," so tllat it sha)l read: 

Such investigation and report shall also show separately that prop­
erty actually uscfl, in transportation and that held for other PI!rposes, 
and shall contain a statement and value of the elements formlilg the 
basis of the estimate of value. 

The CIIAJR;\IA:X. The Clerk will revort tlle amendment. 
The Clerk read as follows: 
Page 2, line 23, after the 'Yord "statement,"' insert the words "and 

value." 
Mr. FOWLER. l\Ir. Chairman, the purpose which I ham in 

offering this amendment is tba t tlle different elements which 
::ire taken into consideration in making up the value of t}le 
property may be estimated separately, o that tlle public may 
understand of ju t what the n1lue is made. For instance, a 
property may consist of physical value, a franchise Yalu~, a 
growing value, and a good-win value. If these four elements 
are to be considered in making public the yalue of this prop­
erty, then I thillk they ought to be stated separately, so that 
the public may understand just what yalues are taken into con­
sideration by the commission in making up the total value. 
Should the estimate of the yarious elements entering into the 
·rnlue of milroad property be combined in one sum it might 
present a good showing for the roads and seem to justify a 
i:?reater rate than would be just to the public. l!..,ranchise value, 
good-will value, and Yalue occasioned by the growth of busi­
ness and tho increase of population are not elements, in my 
opinion, "'hich should enter into the sum total upon which to fix 
rates. These elements of Ynlue are created by ciyilizatiou and 
industry, and the public ought not to be taxed because of such 
increase of yalue. It is like :paying interest upon interest and 
more. For this reason ea.ell of tlle elements of ya.Jue ought to 
be estimated separately. 

Mr. SABA.TH. l\Ir. hairrn:m, <.10 I understand the gentle­
man from IUinoi [Mr . .b"'owLER] to amend by adding the word 
"TT!lUe "? 

1\Ir. FffWLEU. The words "and value," so that it will 
read: 

Shall contain a statement and value of the elements. 
The CHAIRMAN. The question is ou the ameu<lment offered. 

by the gentleman from IJlinois [Mr. FOWLER]. 
The qu~stion was taken, and the amendment was rejected. 
Mc. OL::\ISTED. l\1r. Chairman, I ask unanimous consent to 

extend il! the IlEc0no the remarks which I made awhile ago. 

The CIIA.ITillAN. Is there objection? 
There was no objection. 
Mr. SIMS. l\Ir. Chairman, I moye that the committee do 

now ri ·c and report the bill to the House as amendeu. 
The motion was agreed to. 
The committee accordingly rose; and the Speaker lmYing 

resumed the chair, l\fr. ;n.u ~EY, Chairman of the Committee of 
the Whole Hou e on the state of the Union, reported that that 
committee had had under consideration the bill (H. R. 225!)3) 
entitled "A bill to amend an act entitled 'An act to regulate 
commerce,' appro\ecl February 4, 1887, and all acts amenuatory 
thereof by providing for physical yaluation of the property of 
carriers subject thereto and securing information concerning 
their stocks and bonds and boards of directors," and hacl 
directed him to report the bill to the -House with sundry 
amendments, with the recommendation that the amendments 
be agreed to and that the bill as amen dell do 11ass. 

The SPRAKER. Is a separate \Ote deman<led on any amend­
ments? If not, the Chair will put tllem en grosse. [After a 
pause.] The Chair hears no objection. The question is on 
agreeing to the amendments. 

The question was taken, anu tlle amendments ''ere agreed to. 
The l>ill as amended was ordered to be engrossed and reacl a 

third time, and was read a third time. 
l\Ir. l\IA.l~N. Mr. Speaker, I offer a priyileged motion, ·which 

I send to the Clerk's desk. 
The SPEAKER. The gentleman from Illinois offers a priY­

ileged motion, which the Clerk will report. 
The Clerk read as follows: 
hlr. l\IAx~ move to recommit the bill (H. R. 22GD3) to amend an 

act entitled "An act to regalate commerce," approved l!'ebruary 4, 1 81, 
and all acts amcndatory thereof, by providing for physical valuation 
of property of carriers subject thereto, and securing information con­
cerning their stocks and bonds and boards of directors, to the Com­
mittee on Interstate and Foreign Commerce, with directions to that 
committee to forthwith report the said bill back to the Ilousc with the 
following amendment, to wit: 

Insert at the end of the bill the following: 
" SEC. 2. That a new section be added to said act to regulate com­

merce. to be numbered as section 23, as follows : 
" 'SEC. 2;:;. 'l'hat no railroad corpor·ation which is a common ear­

rier subject to the provi ions of this act as amended shall berear.tf'r 
issue for any purpose connected with or re la ting to any part of its 
business governed by the provisions of this act as amended any stock, 
bonds, notes, or other evidences of indebtedness to an amount exceeding 
that ·which may from time to time be reasonably necessary for the 
purpose for ·which such is lle of stock, bonds, notes, or other c>idences 
of indebtedness may be authorized. 

"•The amount of said securities to be thus issued, exceptin~ notes 
maturing not more than two years from the date of their issue, shall be 
detrrmined by the Inte1·state Commerce Commission, and any sale of 
·aid secnritie · shall be at a. price not less than their rea onablc Yalue 

which, exceptin~ as to notes m1.1-turing not more than two yeai·s from 
the date of their issue, hall be a certained and fixed by the commis­
sion. Said commission shall render a decision upon an application for 
·uch issue within 30 days after the final hearing thereon. Such deci­

sion shall be in writing; shall assign the reasons therefor; shall, if 
authorizing such is ue. specify the respective amounts of stocks, bond·, 
or note· or other evidences of indebtednes as aforesaid which are au­
thorized to be issued for the respective purposes to which the proceeds 
thereof are to be applied. .A certificate of the decision of said commis­
sion shall, before the stock, bonds. or notes or other evidences of in­
debtedness as aforesaid are i sued, be delivered to the corporation. 
Such corporation shall not apply the proceeds of such stock, bonds, or 
notes or other evidences of indebtedness as aforesaid to any purpose 
not specified in such certificate, and no property, ervice . or other 
thing than money shall be taken i~ payment to the corporntion of th_e 
required price of such stock, certificate of stock. bond, or other evi­
dence of indebtedne ·s except at the fair value of such property. serv­
ices, or other thing than money, which shall be ascertained by the In­
terstate Commerce Commission and stated in a certificate issued by it 
to such corporation, or to any perE:on or persons intending to form 
such corporation. and recorded with the commission before the issue of 
said stock. certificate of stock, or evidence of indebtedne s: P1·oi·icled, 
That nothing herein contained shall be con trued to prevent a corpora­
tion subject to this act from issuing its tock, bonds, or other obliga­
tions to refund bonds ot· other obligation heretofore or hcreaiter issued 
and outstanding to an amount reasonably uece ·sary for that purpo e, 
determined as hereinbefore provided. 

"'No railroad corporation subject to the provisions of tbi. act as 
amended shall hereafter, for any purpo e connected with or relating 
to any part of its busine ·s governed by this act. issue any capital stock 
convertible into other capital stock of such railroad corporation unless 
by the terms of the certificate representing the stock so conYertible the 
amount. par value, of capital stock that the holder of such certificate 
ls entitled to receive in exchange therefor shall be equal to or less than 
the par value of the shares . of stock _repre~ente~ by such Cel'tificatc of 
conYertible stock ; but noth1Ilg contamed m this art shall be deemed 
to prohibit the issue by any such corporation of its capital stock in 
exchange for and in accordance with the terms of Ruch convertible stock 
issued ·in accordance with the provisions of this paragraph. 

"'Nothing in this section contained shall lie constrncd to prohibit the 
mortgage or pledge by any raih'oad corporation sullject to the provi>:ions 
of this act as amended of any bond or other evidence of indel>tedne~s 
issued by such railroad corporation as secmity for or as p:nt security 
for any note, bond. or other evidence of indebtedness issued by or loan 
made to such railroad coi·poration which slrnll not IJ1> issued or made in 
violation of the provisions of this act: Prori<le.d. That the tel'ms of 
said loan and of such notes. bonds. 01· other evidences of indebtedness. 
if any, shall provide thnt none of said plcdg-ed houds or othPr evidences 
of indebtedness shall!. upon nonpayment of tlH' note:, bond<l. or other 
e>idences of · indebtedness which they al'e pledgei:l to secure', > or upon 
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nonperformance of any of the conditions thereof, be soid or become the 
property of the holders of the notes, bonds, or other evidences of in­
debtedness so seen.red, either directly or through u trustee for their 
benefit, except at or through public sale, notiee whereof shall be pub­
lished at least once a week fur not less than three successive weeks 
prior thereto in at least one daily newspaper of general circulaUon 
published in the place where such sale shall take place : And provided 
f urthcr, That if such notes. bonds, or other evidences of indebtedness, 
if uny, shall provide that the owners thereof shall . have the right to 
convert the same into the bonds or other evidences of indebtedness so 
mort"'aged or pledged, the Interstate Commerce Commission, previously 
to the making of such loan. shall have ascertained and stated in a cer­
tificate issued bv the commission to such corporation or to uny person 
or persons intending to org:.tnize such corporation and recorded with 
the commission or otherwise, as authorized by this act, the reasonable 
market or selling value of such bond or other evidences of indebted­
ness so mortgaged or pledged and the rate whlch said reasonable mar­
ket or selling value bears to the reasonable market or selling value of 
uch secured notes, bonds, or other evidences of indebtedness, and that 

such s cured notes. bonds. or other evidences of ind btedness shall not 
provide that the owners thereof sha.11 have the right, upon such con­
ver ion, to receive in exchange therefor bonds or other evidences of 
indebtedness so mortgaged or pledged to an amount greater than would 
be receivable ut the rnte so found n..nd stated in such. certificate of the 
com.mis ion. 

" 'Nothing in this act contn..ined shall be taken to prohibit the issue 
of any bond or other evid nee of iooebtedness pursuant t0> the terms of 
an:v instrument heretofore executed, provided the same sha.ll not be 
sold except in conformity with the provisions of this section. 

·' ' Nothing in thi act contained shall in any way ::i.fi'ect or impair 
the validity of any mort., ge or pledge of any capital stock. certitieate 
of stock, bond, or other evidence of indebtedness now mortgaged or 
pledged as security for or as part security for n.ny loan heretofore made 
to any such corporation, or prohibit the sale, upon foreclosure or other­
wise, of any such mortgaged or pledged stock, certificate of stock, bonds, 
or other evidences of indebtedness upon the terms and conditions pro­
vided in the instrument, if any, whereunder such securities may have 
been pledged or in the contract of loan ; and nothing in this section 
contained shall be construed in any way to proWbit or affect the issue 
of any capit.'ll stock or the delh·ery of any certificate of stock, or the 
issue of any bond or other evidence of indebtedness in exchapge for 
or to pro"Vide for the retirement of any cn..pital stock. certificate of stock, 
bond, or other e-.idenec of indebtedness now outstanding or provided to be 
is ued, or- the pledge of the exchanged or retired stock or securities on 
such terms and conditions as may be provided in the instruments where­
under- any of" the stocks, bonds, or other evidences of indebtedness 
referred to in this paragraph are respectively issued or authorized to be 
issued.' 

"SEC. 3. That a new section be added to said act to regulate com­
m<'.'rce, to be numbered as . ection 26, as follows : 

" ' SEC. 26. That in ca e at any time it shall be proposed by or pur­
suant to any plan of reorganization of any railroad corporation or 
corporations inCi>rporated prior to .January 1, 1910, the properties 
, hereof shall be in the hands of a receiver or of receiver , or hall be 

sul'lject to be sold in n.ny suit or sulq; or other judicial proceedings for 
foreclosure of any moI"ti;age or deed of trust heretofore executed, or for 
the di solution or winding up of such corporation, or to procure the 
satiPfaction of its debts or the application of its property thereto, 
pending at the time of such proposal, that any corporation. utilized or 
to be utilized for the purposes of such reorganization, which at such 
time shall be, or, when organized and operating, will be, subject to 
the provisions of this act as amended (every corporation so utilized 
Ol' to be utilized being hereinafter referred to by the term "New cor­
poration"), shall issue stock and bonds and other evidences of indebted­
ness, or any thereof, for any purpose connected with or relating to any 
p-art of its business govern d by this act as amended, application for 
any certificate ot the Interstate Commerce Commission that may be 
i·equisite under the provisions of this section may be made by any per­
son, committee, or representatives of any committee, or by managers 
having in charge the formulating or earrying out of any such plan of 
reorganization, and such certificate may be i sued to such Pffi'Son, com­
mitte , representative , or managers for the use of the new Ci>rporation; 
and the issue pursuant to such plan of reoro-anization by any new 
corporation of stock, whether of a single class or of two or more 
clas es, as may be authorized by law, to an amount in the af!gregate 
not exceeding the fair estimated alue of the property of the cor­
poration or corporations so reorganized or to be reorganized, which shan 
b ascertained by the Interstate Commerce Commission, and which ag­
gregate a.m.ount shall be stated in a certificate issued by said commis­
sion to such person, committee, representa.til'es. or manai;ers for the 
u e of the new corporation. and in no case shalf exceed the aggregate 
amount of the par value of the stocks of the corporation or corpora­
tions reorganized or to be reorganized ; and the issue by any new cor­
poration of bonds and other evidences of indebtedness, whether unse­
cured or secured by mortga~ upon said properties or otherwise, to an 
aggregate amount not exceeding the amount of new money paid to the 
new corporation pursuant to such plan of reorganization, and the 
amounts of bonds and other obligations and debts, including receiver's 
liabilities, which at the time of such sale or sales may have consti­
tuted claims or charges, whether legal or equitable, upon or against the 
corporation or corporations so reorganized, or the properties thereof, 
and provision for the payment Of which or the delivery of securities. of 
lbe new corporation in exchange for which shall be made i n such plan 
i:ihall not be deemed to be prohibited by anything contained in this act : 
Proi:lded That the aggre~tc amount of interest charges agreed to be 
paid by 'tbe new corporation or to which its property will be subject 
shall not exceed the aggre~ate amount of ~he interest. charges ~o which 
the corporation or corporations so reorgamzed or their properties shall 
have been subject: Pnn;idecl further, That the aggregate amount of 
stocks, bonds, and other evidences of indebtedp.e s i~sued or assumed by 
the new corporation shall not exceed the fair estunated value of the 
property of the corporation or corporations so reorganized, or to be 
rcoxgan.i<.ed, as stated in the certificate issued by the Interstate Com­
merce Commi~sion, plus the amount of new money paid to such new 
corporation pursuant to the plan of reorganization ; and nothing in 
this act shall be deemed to probibit the new coFporation from assum­
in" any bonds, debtR. or other obligations of the corporation or cor­
po7·ntions o reor~anizcd in place of which it might, in accordance 
\Yitll the rule. prescriued by this section, issue its own s ocks, bonds, 
or tbcr obligation~ .. 

,..·~; \Q c flCJ nyp 01 i fO..Ol'P (qil ·~d CO.J.'J.W'i:l.U<?P~ . f!\}bject to. the p~·o­
YiSions 01'. tl::is ac ns amended s ail be conf,l1d3itc~ or merged pursu-

ant to t he laws of :i State 0 1• States applicable thereto and such 
consolidati&n or merge!'.' shall consist in uniting the organizations, prnp.­
erties, businesses, and stocks of said corpor ations ; and if the Interstate 
Commerce Commission ,sbnJ.I ha.ve ascertained and stated in a certificate 
issued by it t o the corporations in respect to which such consolidation 
or merger is to take place or shall ha-.e taken pla:(!e, or to one of them 
(or to any per on, committee, or representatives of any committee, ol". 
to managers bavin#? in char"e the formulatin"' or carrying out of any 
plan of reorganization such as is hereinbefore mentioned under which 
the corporation tliat is to issue new securities to be distributed under 
such plan will be a corporation resulting from any consolidation or 
consolidn.tions, merger or mergers). that tbe stock to. be issued by sl1ch 
consolidated corporation and the bonds and other obligations, if any. to 
be assumed and issued thereby does not exceed the fak estimated value 
of the properties of such et>nsolidated corporation, nothing in this act 
contained shall be deemed to prohibit the issue of such stock and bonds 
and other obligations, or any of them, or the assumption of all or any 
of the bonds or other obligations of the corporations s-0 consolidated or 
merged. 

" • 'othing In this act contained shall prevent a railroad corporation, 
subject to the provisione o.f this act as amended, from acquiring the 
entire issue of the stock and bonds of nother rail.road corporation, 
subject to said act, which is not directly and ub tantinlly compctith·e 
with that of such first-mentioned corporation, by the issue of its own 
stock and bond , provided the aggregate amount of the par alm~ of 
the stocks and b-Onds so is ued hall not ex.ceed the fair valu of the 
property of the corporation who e stock and bond are so cquked, 
which value shall be ascertained by the Interstate Commerce ommis­
sion ~ Pro'&idedi, That the stock and bonds of unotber railroad corpora­
tion so acquired hall not be in any way sold or distrib11ted by the 
railroad corporation acquiring them, except in accordance witll the pro­
visions of section 25 of this act relating to the issuance of stock an<l 
bonds, which are hereby made applicable thereto. 

" • But nothing herein contained shall be construed to authoriz; or 
to -.alidate or permit the consolidation or merger in any manner of two 
or more corporations in violation of any act of Congres , Including the 
aet approved July 2, 1800, entitled "A.n a.ct to protect trade nd com­
merce against unlawful restraint and monopolies." ' " 

l\Ir. SU.IS. Mr. Speaker, I mnke u point of order against this 
motion, that it is not germane t<> the bill. 

The SPEAKER. The Chair will hear the gentleman. 
Mr. SL\IS. The motion is a long Jegi lative proposition as to 

the issuance of stocks and bonds, while the bill is a bill to 
pro-\ide for the physical valuation of railroads; and while I 
might be very much in favor of the bill as a separate proposi­
tion, although, having heard it read in this way, it is impo ible 
to understand it fully, yet it is not germane to the object ancl 
purpose of this bill in any 1especL 

This bill is to obtain information. Its whole object and pur­
pose is to enable the commission to acquire information and to 
enable it to apply that information in determining a mte, a 
reasonable rate. This proposition. is in reference to the merging 
of ra.ilroads and in r ference to the issuance of stocks nnd 
bonds~ and is not in any way germane to the object and pUl'pose 
of this bill. 

The SPEAKER. Does the gentleman from lliinois desire to 
be heard? 

Mr. MAN:N. ]!Jr_ Speaker, the present bill is a bill to amend 
the act to regulate commerce, covering the particular section 
which it is proposed to insert in the law, and this bill proposes 
to insert a new section in the interstate-commerce lnw. This 
new section affects the physical valuation of railroads, and also 
the issuance of stocks and bonds. It requires an investigation. 
The bill provides not only for the valuation of railroad property, 
but it also provides for an im-estigation and report of the 
amounts and dates of all bonds outstanding and the amounts 
pa.id for the bonds, and 1·equires a report of the money raised 
by bonds. and invested by the railway corporation. It deals 
with all phases of the property of a railroad, both as to the 
property itself and as to the bonds which may be i ucd by the 
railroad company. It is simply an insertion of the e pro vi ions 
in tile act to regulate commerce. The act to regulate commerce 
covers the entire scope of control of the railroads. 

The amendment which I haTe offered is in the identical lan­
g.nage of pi·ovisions which passed this Honse as a. part of the 
bill amending the interstate-commerce law two years ago. They, 
were then germane to that bill, which was a bill amending the 
interstate-commerce law, and they are offe1·ed here ns an amend­
ment to a bill which proposes to amend· the interstate-com.me1·ce 
law and which specifically provides in regard to the issuance of 
bonds and in regard to the value. This provision which I have 
offered follows up the provi ions of this bill by providing that ' 
no bonds shall be issued except for money actually received and 
the money invested in the property of the railroad company. · 

Mr. UNDERWOOD. Mr. Speaker, will the gentleman from 
Illinois yield? 

Mr. l\IA1\1N. Certainly. 
Mr . UNDEU WOOD. I nm not familiar with the prons1ons 

of the bill that has been offercr.1 by th g nllcm:m from Illinois. 
I desire to get some inforlllation. Do~ the r; tlemnn from 
Illinois contend that the motion to re?:lr.1mit n-ith instructions -
th::tt the bill shall be report d h0ck < :1 t lJ motion to 1 L"Olllfil i t 
is germane· to the origlnal biH thn t \r• ~ ~n·ovos r·hy UiE1 . ~.entle· 
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man from Tennes. ce [Mr. Sn.rs], or does lie contend that its 
germaneness lies in tlle fact that it is germane to tlle general 
interstate-conunerce act? 

.Mr. l\IAJ.'\:~". I contend both. It is not only germane to the 
proYi ions of tlle bill, but it is in order, becau e the bill itself 
is an amendment of the interstate-commerce law, and hence a 
further amendment of that law is in order. · 

l\Ir. U:r>."'DERWOOD. The gentleman does not contend that 
an amendment to a law makes a pro\ision germane as to cYery­
thing that happens to be in the law; that if a bill were in here 
proYiding f01_· a duty on cereals-on wheat-that, because it 
did amend the general tariff act it would make it in order to 
offer an amendment to put sugar on the free list? 

l\Ir. MANN. I would not make the last contention under the 
rules adopted by the Democratic majority of the House in this 
Congres , becnuse you adopted a special rule to prevent that, 
knowing that if that special rule-TI'hich only relates to tariff 
Jegi lation-bad not ueeu adopted, then when you offered a bill 
to ~1mend the tariff on cereals, a proposition to amend the tariff 
on sugar would haye been in order. To prevent that you put a 
special proyision in ·our rule , thereby admitting that without 
that the general rule which I have named was good. 

Ir. UNDERWOOD. If the gentleman will allow me, I will 
say that, as I recall the decisions, many of them held that ex­
actly what was in that special rule was the parliamentary law 
of this House; but as there was a conflict in the decisions, we 
cleared up the conflict by expressly putting it in the rule. 

l\lr. MANN. Oh, the gentleman is begging the question. 
l\Ir. UNDERWOOD. There was a line of decisions, and is 

now--
1\Ir. 1\IA....~~- The line of decisions is yery clear in favor of 

the proposition which I have sugge ted; and because of that 
fact the gentleman from .Alabama [Mr. UNDERWOOD], or who­
ever prepared the rnle for this House, put in a special rule 
remoYing tariff legislation from the principles of the general 
rule that I ha-re statetl. 

But, outside of that question, I contend that the amendment 
which I haye offered would have been in order if this had been 
an original bill. It relates to the entire subject of railroad 
property and the bonds issued for it. I propo e a further 
amendment in reference to the issuance of these stocks and 
bonds. I think if the ·e provisions were in order two years 

• ago they are in order now, and they were in order at that 
time. 

The SPEAKER. The Chair will inquire of the gentleman as 
to the purpose of his motion. Of course, the truth is that when 
anybody proposes to offer a complicated motion to recommit, 
be should furnish a copy of his motion to the Chair in advance, 
so as to give tlle Chair a chance to have a clear understanding 
of it. 

l\ir. l\IA._NN. I have not prevented the House from adjourn­
ing with the point of order pending before the Speaker. I 
have ne·rer considered that it was necessary to tell the other 
side of the House in advance what I proposed to do. I notice 
that they do not do that for me. 

The SPEAKER The Chair, like everybody el e, did not com­
prehend the full import of the motion from listening to the 
reading of it. The Chair wishes to ask the gentleman from 
Illinois, Does this motion to recommit go to the matter of in­
Yestigating these subjects which are referred to in the bill of 
the gentleman from 1.'ennessee [Mr. SIMS] or not? 

Mr. l\IANN. It goes to the matter of regulating the issuance 
of stocks and bonds. 

The SPEAKER. Whnt is tlle general subject of the bill of 
tile gentleman from Tenne · ee? Is it simply inye tigation? 

Mr. UA~~- The general subject of the bill of the gentle­
man from Tennessee i · a new proposition to be inserted in the 
interstate-commerce law. 

Mr. FITZGER..i.LD. l\Ir. Speaker-~ 
The SPEl KER Does the gentleman from Tennessee [Mr. 

SIMS] desire to be heard further? 
l\Ir. SIMS. The gentleman from :Kew York has addressen 

the Chair. 
The SPEAKER The gentleman from New York. 
Mr. FITZGERALD. Mr. Speaker, the question at issue ha" 

been definitely settled in tlle past. The rule is clear that to a 
bill purporting to amend a law in one particular an amend­
ment proposing to amend it in some other respect is not ger­
mane. 

Such a decision was quoted by l\fr. Speaker CANNON on April 
1. 1910. l\Iembers of the House will recall the situation. The 
legislative bill was returned from the Senate with an amend­
ment amending the publicity feature of the corporation-tax 
law which was a part of the Payne-Aldrich tariff law. I suh-

mitted a motion to recommit, with instructions to report the 
bill with an amendment repealing the entire tariff law. 

After very considerable debate Speaker CANNON held that 
that motion was not in order, and he quoted from Hinus' Prece­
dents, volume 5, page 411, section 5806, as follows: 

To a bill a.mendatory of an existing law as to one specific particular, 
an amendment relating to the terms of the law rather tban to those 
of the bill was held not to be germane. 

That decision arose on a bill to provide for the administra­
tion of civil affairs in Porto Rico pending the appointment and 
qualification of civil officers provided for in tlle act. An 
amendment was offered in relation to franchises, and a point of 
order was made that the bill and Senate amendments proposed 
to amend an existing statute in one particular and that the 
que tion of franchi es was not germane to the provisions in the 
bill before the House; that while they might have been germane 
to the original law, as the bill purported to amend existing law 
in but one particular, any amendment submitted must be ger­
mane to the bill that was pending. 

The bill pending before the House provides for a physical 
\aluation of railroads and outlines a scheme to be followed by 
the Interstate Commerce Commi sion in carrying out that work. 
The amendment proposed by the gentleman from Illinois is not 
germane to the proposition pending before the Hou e, but relates 
to an entirely different subject. If the original law were be­
fore the House the proposition of the gentleman ·from Illinois 
might be germane to some features of that law; the question 
of germaneness in tllis instance must be determined in relation 
to tlle bill that is now pending. 

I understood from the argument of the gentleman from Illi­
nois himself that he did not contend that his amendment was 
germane to the proposition pending before the House, but con­
tends that it is germane because the proposition pending in 
the House amends a certain e:xlsting statute, and the amend­
ment that he proposes amends or adds to that statute additional 
proYisions to those proposed in the pending bill. The authority 
to which I haYe called attention is not the only one to the same 
effect cited in the precedents, but tllere are a numl>er of other 
decisions along similar lines. 

For instance, on April 23, 1902, as appears in paragra11h 5 08, 
volume 5, of Hind ' Precedents, there were Senate amendments 
to a bill relating to oleomargarine and other imitation dairy 
products under consideration in Committee of the 1'rhole House 
on the state of the Union, when Mr. JAMES R. l\IANN, of Illi­
nois, offered a further amendment to a law of ''hich a Senate 
amendment proposed to amend a certain portion. l\Ir. James 
A. Tawney, of l\Iinnesota, having made a point of order, the 
Chairman, l\lr. OLMSTED, of Pennsylvania, ruled as follows: 

Senate amendmf:'nt :Ko. 5 reads thus: 
" ectlon 3 of said act is hereby amended by adding thereto the 

following : " 
And then follows a certain proviso. The amendment offered by the 

gentleman from Illinoi is to add at the end of that provi o these words: 
"And vrorided fiwther, That the artificial coloration provided for in 
the preceding paragraph shall not include colored butter." 

'l'he " preceding paragraph" referred to, as the Chair understands, 
is section 3 of a former act of Congress which is not now before the 
Committee of the Whole. 

On page 323 of the Manual the Chair finds this language : 
"To a bill amending a genernl law on a specific point an amend­

ment relating to the terms of the law rather than to those of the I.Jill 
was offered and ruled not to be germane." 

That ruling was made by Speaker Reed. The Chair thinks that it 
covers this case. The amendment of the gentleman from Illi.:iois, 
while it may be germane to the preceding paragrnph of section 3 of 
the earlier act of 'ongre s to which it refers, is not germane _ to the 
proviso which constitute the Senate amendment, and therefore .the 
Chair sustains the point of order. 

In this instance, the amendment proposeu l>y the gentleman 
from Illinois might be germane to some pron ion of the law 
proposed to be amended by the pending bill, l>ut it is not ger­
mane to any provision in or to the subject matter of the pend­
ing bill, and under the rulings that I ha\e cited the ameudment 
is not in or<ler. 

The SPEAKER. The Ohair will suggest to the geutlernan 
from New York that he thinks the gentleman from New York 
misapprehends the claim of the gentleman from Illinois. The 
Chair understood the gentleman from Illinois, in reply to a 
question asked by the gentleman from Alabama [:\Ir. uNDER­
woon], on what ground he claimed that this was germane, to 
say that it was germane both to the law ilself and to this bill. 
He claims that it is germane to both propo itions. 

l'Jr. FITZGERALD. I ha Ye no doubt that the gentleman from 
Illinois asserts for the purpose of argument that his amendment 
is germane to the present bill. 

l\1r. MA.~"'N. 1\Ir. Speaker, I am not like the gentleman from 
New York [l\Ir. l!'rTzo~], I do •not as ert anyi]1ing unless 
I believe it. [Laughter:! ) t • )•)I , • • •• r { [ I J l ' 
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1\!r. F ITZGERALD. Mr. Speaker, I haYe no doubt that the 
gentleman from Illinois may even be1i.eve the amendment ger­
mane, but neither the assertion nor the belief of the gentleman 
from Illinois can control the House in its deliberations, becau e 
·if so, this side of the House rnigllt as well abandon its attempt 
to control its deliberations. The gentleman from Illinois [:Mr. 
:\JANN] must point out the specific p1'Dposition in tlle bill under 
consideration to which bis amendment is germane. While I 
hm·e only the sub tance of the ameudment in mind, I listened 
nttentively to the argument of the gentleman from Illinoi , but 
I could not determine any proYision of tlle bill to which it is 
germane. The substance of the pending bill is to create tlle 
machinery for the physical ·rnluation of railroads. The gentle­
man from Illinois proposes to confer power upon tlle Inter­
state Commerce Commi ion to cancel certain out tanding 
obligations heretofore exi ting. That is not necessary nor e sen­
tial nor does it relate iu any way to the pending bill, and while 
it might relate to and be germane to some pro\ision of existing 
statutes, under the decision of the gentleman from Pennsyl­
Yanill [:;\Ir. OLMSTED], which I know commends it elf not only 
to the Rouse, but in which he thoroughly believe , the amend­
ment proposed can not be held to be in order. 

Mr. UXDERWOOD. Ir. Speaker, the Chair intimated that 
he desired to b~l\e opportunity to read these bills. I will ask 
the gentleman from Illinois if he has any objection to ordering 
the preYious question pending this point of order, and allowing 
the Hou~e to adjourn, and the Speaker to take the point of 
order u11 when the bill is next up for consideration? 

.llr. :MA{\~. I would ha Ye no objection; but I do not know 
whetller it would be po ible to order the preyious question 
pending the point of order. Wby not ha\e an agreement that 
this matter come up 'IhurEday morning immediately after the 
re<: ding of the Journal? It will take only a few minutes. 

Mr. U.1.ffiEilWOOD. If the preyiou. question be ordere<l that 
would be the case, unless the O'entlernan wants to li::i.\e further 
<li. cu ion upon the merits. 

l\Ir. ::\IA~ YX. I am perfectly willing to ha Ye an u ' l1~rstunding 
that there will be no debate of the propo. ition. 

Mr. FITZGER~.<\LD. I suggest that the preYious question be 
ordered on the bill and amendments. 

Mr. MAJ\~. I haYe no objection to the preyious question 
being ordered on the bill and amendments. The amendments 
h1n·e a1retldy been agreed to. I am not so sure that yon can 
order the prerjous question on my motion with a point of order 
pending. If that can be done I am perfectly willing. 

:Mr. TJXDERWOOD. The only way it can be done is by 
unanimous consent. 

Mr. SIMS. Then I will ask unanimous consent that that 
order, uggested by the gentleman from Alabama, be made. 

Mr. OLMSTED. l\Ir. Speaker, a parliamentary inquiry. If 
the order be made, will it prevent further discussion of the 
point of order? 

The SP~ER. Not if the Chair desires further information 
on the subject. The gentleman from Tennessee asks unani­
mous consent, because of the latene s of the hour and the 
length of the motion to recommit, that the whole matter go 
o\er until 'l'hurss:day morning. 

Mr. UNDERWOOD. And that the prenous question be or­
dered on the bill and amendments to final passage. 

The SPEAKER. And the previous question ordered on the 
bill and amendments. 

i\Ir. MAl~N. On the motion to recommit. The amendments 
haYe been agreed to. 

The SPEAKER. \ery well, on the bill and motion to recom­
mit. Is there objection? [After a pause.] The Chair hears 
none, and it is so ordered. 

MILITIA PAY BILL. 

Mr. SLAYDEN. .Mr. Speaker, I a k unanimous consent for 
one week, within which to submit the minority \iews on the 
bill, H. R. 8141, known as the militia pay bill. 

The SPEAKER. The gentleman from Texas asks for one 
week within which to submit the minority -views on tbe militia 
pay bill. I there objection? 

There was no objection. 
ADJOURNMENT. 

Then on motion of Mr. uNDERWOOD (at 5 o'clock and 5S min­
utes p. m.), the House adjourned until to-morrow, Wednesday, 
December 4, 1912, at 12 o'clock noon. 

EXEC TIVE COillIUr 1ICATIONS. 
Under clause 2 of Rule XXIV, executive communications were 

tnken from th~ S11~\lker's tql,>le and rr.fei;red s follows : 
•
1 

; ·1. :A 1iel:t~1 fro~ ;of~ ClHk 9f \M IIof1.Se of Representati.ves, 
submitting a~ ist ' of ' repdrts to be ruttde to Congress by putllic 

officers during the Sixty-second Congress (H. Doc. No. 900) ; to 
the Committee on Accounts and orde1~ed to be printed. 

2. A letter from the Clerk of the House of Representati\es, 
ubmitting a statement as to employee , disbursements, balances, 
tntionery, etc., for the fiscal year ended June 30, 1912; to tlle 

Committee on Account and ordered to be printed. 
1. A letter from the Postma ter General, tran mitting li t of 

claims of postmaster for reimbursement for lo es of moneY. 
orders and postal funds acted on by the Postmaster General dur­
ing the fig,cal year ended June 30, 1912 (H. Doc. No. DDl) ; to 
the Committee on Expenditures in the Post Office Department 
and orllered to be printed. 

4. A Jetter from the chief clerk of the Court of Claims, trans­
mitting to Congre tatement of all judgments rendere<l by aid 
court for the year ended November 30, 1912 (H. Doc. No~ 9 ) ; 
to the Committee on Claims and ordered to be printed. 

5. A letter from the Secretary of the Treasury, tran mitting 
a statement of contingent expenditures of tlle Trea ry De­
partment for the fi cal year ended June 30, 1912 (H. Doc. No. 
100 ) ; to the Committee on Expenditures in the Treasury De­
partment aml ordered to be printed. 

G. A letter from the Sergeant at Arms of the House of Repre­
sentatives, transmitting tatement showing sums of money 
drawn and disbur ed by him from December 1, lDll, to Tovem­
ber 30, 1912 (II. Doc. No. 1007) ; to the Committee on Accounts 
a~d ordered to be printed. 

7. A letter from the Secretary of Commerce and Labor, trans­
mitting, with favorable recommendation, draft of a bill author­
izing the purchase of certain land for lighthouse purpo~e. at 
Port Ferro Light Station, P . R. (H. Doc. No. 094) ; to the Com­
mittee on Interstate and Foreign Commerce and or<lered to be 
printed. 

8. A letter from the Postmaster General, transmittin'"" a 
statement showing tra\el ex}Jenses of officers and employ e of 
the department when out of Washington on official busi112 s 
during the year 1012 (II. Doc. No. 1000); to the Committ ~ on 
Expenditures in tlle Post Office Department and ordered to be 
printed. 

9. A letter from the Secretary of War, transmitting, with 
letter from the Acting Chief of Engineers, report on ex:arnhui­
tion and suryey of all lands subjec.t to overflow from the 
Mi.:si slppi Rh·er between Brunswkk, Mi s., and Ba ton Rong-e, 
La., and between Bes ie and :Memphis, Tenn. (H. Doc. No. · 
1010) ; to the Committee on Rfrers and Harbors and ordered to 
be printed. 

10. A letter from the Secretary of the Nary, submitting infor­
mation relating to con truction and repair of \arious ves els of 
the United States • Tavy (H. Doc. No. 992) ; to the Committee 
on Xirrnl Affairs and ordered to be printed. 

11. A letter from the Secretary of Agriculture, transmitting n. 
detailed statement of travel expense incurred by officers anfl 
employees of the Department of Agriculture during the fiscal 
year ending June 30, 1912 (H. Doc. No. 9DS); to tlle Committee 
on Expenditures in the Department of Agriculture and ordered 
to be printec.1. 

12. A letter from the Secretary of Commerce and Lnbor, 
transmitti11g a detailed statement of disbursements made bv the 
Department of Commerce and Labor from December 1. 1911, to 
No\ernber 30, 1912 (H. Doc. No. 1004); to the Committ " on 
Expenditures in the Department of Commerce and Labor and 
ordered to be printed. 

13. A letter from the Secretary of Agriculture, transmitting 
detailed statement of expenditure by the Departmeut of Agri­
culture for the fi cal rear ending Juae 30, 1012 (II. Doc. Xo. 
95;)) ; to the Committee on Expenditures in the Department of 
Agriculture and orderecl to be printed. 

14. A letter from the Sergeant at Arm of the Hon of Rep­
resentati\es, transmitting li t of property in his charge on De­
cember 2, 1912 (H. D c. No. 9S9); to tile Committee o:i Accounts 
ancl ordered to be printed. 

15. A letter from the Librarian of Oonaress, tran mitting 
statemeut of tra\el expense incurred during the fi "cal year 
1911-12 (H. Doc . ...... o. 1001) ; to the Committee on the Libr, ry 
and ordered to be printed. 

16. A letter from the pre ident of th Board of Commis­
sioners of the District of Columbia ubmitting report as to the 
cost and feasibility of adapting one or more of the vacant 
buildings upon the site of tlle Washington Asylum and Jail for 
use for municipal ho pital purpo es (H. Doc. No. 995) ; to the 
Committee on the Dish·ict of Columbia and ordered to be 
printed. 

17. A letter from the Acting Secret'lry of War , t.ransiµitting 
statement showing in detail ti·a,·el expenses of officers avd em­
ployees of the War Department during the fiscal year enlle<l 
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June 30, 1912 (H. Doc. No. 1.002); to the Dommlttee on Expendi­
tures in the War Department and ordered to be printed. 

18. A letter fi·om the president of the United States Civil 
Sen-ice Commission, transmitting statement of traxel expenses . 
<>f officers and employees of said commission for the fiscal year 
ended June 30, 1D12 (H. Doc. No. 999); to the Committee on 
Reform in the CiYil Service and ordered to be printed. · · 

19. A letter from the Postmaster General, trunsmittin.g report ' 
of public property, Post Office Department, Washington, on 
November 1, 1012 (H. Doc. No. 996); to the Committee on Ex­
penditures in the Post Office Department and ordered to be 
printed. 

20. A Jetter from the Secretary of Agriculture, transmitting 
statement showing the number of copies of publications of the 
Yarious bureaus, divisions, and offices of the United States 
Department of Agriculture turned o-rnr to the Public Printer 
on October 1, 1912, according to the provisions of section 8 of 
the legislath·e act appro-red August 23, 1912 (H. Doc. No. 993); 
to the Committee on Expenditures in the Department of Agri­
culture and ordered to be printed. 

21. A letter from the Secretary of Agriculture, transmitting 
n detailed statement of all money paid out by the Bureau of 
Cllemistry for compensation of or payment of expenses to officers 
or other persons employed by State, county, or municipal gov­
ermnents during the fiscal year 1912 (H. Doc. No. 1006) ; to the 
Committee on Expenditures in the Department of Agriculture 
and ordered to be printed. 

22. A letter from the Secretary of the Smithsonian Institution, 
tran.smitting a statement of tray-el on official business for Smith­
sonian branch during fiscal year ended June 30, 1912 (H. Doc. 
No. 1003) ; to the Committee on the Library and ordered to be 
printed. 

23. A letter from the Secretary of War, transmitting letter 
from the Chief of Engineers, submitting claim for damages to 
schooner Annie Jil. Oonlo-n, caused by collision with u mud 'SCOW 
in tow of the U. S. tug Philculelvhia, on the Delaware River, 
November 11, lf.ill (H. Doc. No . . 997); to the Committee on 
Appropriations and ordered to be printed. 

24. A letter from the Secretary of the Smithsonian Institution, 
transmitting a detailed statement of eJ1..rpenditures for the fiscal 
_year ending June 30, 1912, under appropriations "International 
exchange," "American ethnology," "Astrophysical Obserratory," 
"The Internation...'11 Catalogue of Scientific Literature," "Na­
tional Museum," and the "National Zoological Pal'k" (H. Doc. 
No. 1005) ! to the Committee on the Library and ordered to be 
printed. 

CILL ~GE OF REFEREl"CE. 

Under clause 2 of rule XXII, committees were discharged 
'from tlle consideration of the following bills, which were re­
ferred as follows: 

A bill (H. R. 1151) granting an increase of pension to James 
M. Freeman; Committee on Invalid Pensions discharged, and 
referred to tile Committee on Pensions. 

A bill (H. n. 13816) granting an increase of pension to Ed­
iwa.rd 1. Yochem; Committee on Invalid Pensions discharged, 
an<.l referred to the Oommittee on Pensions. 

PUBLIC BILLS, RESOLUTIO:XS, Al\"TI l\IE:MORIA.LS. 
Under clause 3 of rule :xx.II, bills, resolutions, and memorials 

were introduced and severally referred as follows: 
By Mr. FRANCIS: A bi11 (II. R. 26536) to authorize the 

donation of certain unused and obsolete guns now at Chicka­
mauga Park, Ga., to the Stanton Monument Association at Steu­
benville, Ohio; to the Committee on Military Affairs. 

By l\Ir. GRIEST: A bill (H. R. 26537) authorizing the Secre­
tary of War to donate to the city of Lancaster, Pa., two bronze 
or brass fieldpieces for the use of the General William S. l\Ic­
Caskey Camp, United Svanish War Veterans; to the Committee 
on l\Iilitary Affairs. 

By Mr. HOUSTON: A bill (H. R. 26i338) to pro1ide for the 
examination and survey of Caney Fork River from its mouth up 
to the mouth of Holmes Creek, in Dekalb County, Tenn.; to 
the Committee on Ri1ers and Harbors. 

Also, a bi11 (H. R. 2G::JijD) making an appropriation for clear­
ing out the chunnel of Caney Fork River from its mouth to the 
mouth of Holmes Creek, in Dekalb County, Tenn., to the Com­
mittee on Ri1eTs and Harbors. 

By l\Ir . .MOI\1DELL: A bill (H. R. 2o<>40) dedicating 25 per 
cent of the ;proceeds of public lands to the construction and 
improvement of public roads; to the Committee on the Public 
Lands . 

. · I 

By ~Ir. PADGETT: A bill (H. R. 26041) to regulate and in­
crease the efficiency of the personnel of the United States Navy 
and Marine Corps; to the Committee on Na val .Affairs. 

By l\Ir. MOON of Tennessee: A bill (H. R. 2G542) authorizing 
the purchase of additional land for post-office site at Winch.ester, 
Tenn.; to the Committee on Public Buildings and Grounds. 

By l\Ir. WILDER: A bill (H. R. 2BM3) to provide for the 
purchase of a site and the erection thereon of a public building 
at Leominster, Mass.; to the Committee on Public Buildings 
and Grounds. 

By Mr. CURRIER: A bill (H. R. 26544) to provide for the 
eredion of a public building at Berlin, N. H. ; to the Committee 
on Public Buildings and Grounds. 

By Mr. CANTRILL: A bill (H. n. 26545) for the enlargement 
of the Federal building at Winchester, Ky.; to the Committee 
on Public .Buildings and Grounds. 

Also, a bill (H. R. 2G546) to increase the limit of cost of the 
Federal building heretofore authorized at Geo1-getown, Ky.; 
to the Committee on Public Buildings and Grounds. 

By l\Ir. HUMPHREYS of Mississippi: A bill (H. R. 26547) to 
increase the limit of cost of the post office and courthouse at 
Clarksdale, Miss. ; to the Committee on Public Buildings and 
Grounds. , . 

By l\Ir. WEEKS: A bill {H. R. 26548) for the purchase of a 
site and the erection thereon of a public building at South 
Framingllam, Mass.; to the Committee on Public Buildings :incl 
Grounds. 

By 1\Ir. GARXER: A bill (H. R. 26549) to provide for the 
construction or purchase of motor boat for customs service; to 
the Committee on Interstate and Foreign Commerce. 

By 1\lr. GRIEST: A bill (H. R. 26550) to provide for th~ 
permanent establishment of town and village mail-deliy-ery 
service at post offices of the second and third classes; to the 
Committee on the Post Office and Post Roads. 

By l\Ir. DE FOREST: A bill (H. R. 26551) to repeal part of 
secqon 2 of public law No. 336, approved August 24, 1912, en­
titled "An act making appropriations for the service of the 
Post Office Department for the fiscal year ending .Tune 30, 1913, 
and for other purposes"; to the Committee on the Post Office 
and Post Roads. 

By Mr. GARRETT: A bill (H. R. 2u552) for the erection of 
a public building at Humboldt, Tenn. ; to the Committee on 
Public Buildings and Grounds. 

Also, a bill (H. R. 26553) for the erection of a public building 
at Martin, Tenn.; to the Committee on Public Buildings and 
Grounds. 

By Mr . . MACON: A bill (H. R. 2G554) amending section 71 of 
the act approyed March 3, 1911, to codify, re1ise, and amend the 
laws relating to the judiciary; to the Committee on the 
Judiciary. 

By l\Ir. JAMES: A bill (II. R. 26555) to pro>ide for the erec­
tion of a public building at Munay, Ky.; to the Committee on 
Public Buildings and Grounds. 

Also, a bill (H. R. 26556) to provide for the erection of a 
public building at Marion, Ky. ; to tlle Committee on Public 
Buildings and Grounds. 

By 1\Ir. STEVENS of Minnesota: A bill (H. R. 2Gi:i57) to 
authorize the Secretary of War to make :m agreement with the 
.l\funicipa.l Electric Co., a corporation, for the disposal -0f the 
hydroelectric power developed by the dam betweBn St. Paul 
and Minneapolis, l\Iinn.; to the Committee on Ri\·ers and 
Harbors. 

By .Mr. COPLEY: A bill (H. R. 26"55 ) for the purchnse of 
a site and the erection of a public building in the city of Ba­
tavia, State of Illinois; to the Committee on Public Buildings 
and Grounds. 

By Mr. 1\.IcKIN1'"'EY: A bill {H. R. 26550) to authorize the 
consh·uction of a railroad, wagon and foot-passenger bddge 
across the Mississippi Ri1er near Keokuk, Iowa; to the Com­
mittee on Interstate and Foreign Commerce. 

By Mr. JACOWAY: A bill (H. R. 26560) to provide for the 
examination und survey of the Arkansas River banks around 
what is known as Fourche Island, and just below Little Rock, 
.Ark.; to the Committee on Rivers and Harbors. 

Also, a bill (H. R. 26561) to provide for the examination and 
surrey of the Arkansas River banks about 5 miles below Dar­
danelle, Yell County, Ark.~ and at or near what was known as 
the old -Gleason & Cravens mercantile establishment; to the 
Committee on Rivers and Harbors. 

By 1\Ir. LEE of Georgia: A bill (H. R. 26562) for the pur· 
chase of a site for a post-office building at Rossville, Ga.; to 
the Committee on Public Buildings and Grounds. 

By Mr. BLAG,KMO~: A bill (H. R. 2(};)63) to provide for the 
erection of a pU'µli<! 'buil4ino at Jj! city~ 6t ~ ~ylac.artqa, Al{l:; to 
the Committee op· Publi~ 1 Builq.in~s. a.pd qi;onnds.; · i ~ 1 r, 



CONGRESSIONAL RECORD-HOUSE. DECE~IBER 3,, 

By l\Ir. FOWLEil: A bill (H. n. 2G5G4) making appropriation 
for the purcha e of a site and the erection of a public building 
thereon in the city of Metropolis, Ill.; to the Committee on 
Public Buildings and Grounds. 

By l\lr. LAFEAN: A bill (H. R. 265G5) for the reduction of 
postage on .first-class matter to 1 cent per ounce; to tlle Com­
mittee on the Post Office and Post Iloads. 

By ::Ur. PADGETT: A bill (H. n. 26566) to create the grades 
of admiral and \ice a<.lruiral in the Kacy of the United States; 
to the Committee on Na.al Affair . 

By 1\lr. LINTIIICU:;\I: A bill (II. R. 26661) to increase the 
appropriation for the purcllase of a site and the erection of an 
immigration station at Baltimore, Md.; to the Committee on 
Public Buildings and Grounds. 

By l\fr. SULZER : A bill (H. R. 2G6G2) to amen<l the eighth 
ection of the Post Office appropriation act appro\ed August 24, 

1 D12; to the Committee on the Post Office and Post Roads. 
By Mr. CARLIN: Resolution (H. Res. 723) authorizing the 

Doorkeeper to expend the um of $2,000 for folding speeches; 
to the Committee on Accounts. 

By :\Ir. GREENE of Massachusetts: Resolution (H. Res. 724) 
authorizing and directing the Secretary of War to cause a pre­
liminary examination and suneys of Buzzards Bay to provide 
2;:; feet of water up to the <lredged channel in the harbor of New 
Bedford, 1\Ias . ; to the Committee on Rivers and Harbors. 

.Also, re olntion (II. Iles. 723) authorizing and directing the 
Secretary of War to cause r)reliminary examination and suryeys 
to be made of Taunton lUrer, :;\fas ·. ; to· the Committee on 
lUvers and Harbors. 

By :;\fr. LEVY: Resolution (H. Iles. 72!)) directing the Secre­
tary of the Treasury to use the authoritY. invested in him by 
Jaw to relie\e the ontinuetl stringency in the money market by 
Jepositing in the national banks throughout the country the 
:::um of $00,000,000 out of the general fund in the Treasury of 
the T.Jnite<l States; to the Committee on Banking and Currency. 

By Mr. DE FOREST : Joint resolution (II. J. Res. 364) pro-
110. ing an amendment. to the Constitution of the United States; 
to the Committe n Election of Pre ident, Vice President, and 
Representatives in Congres . 

PRffATE BILLS .AXD RESOLUTIONS. 

Unuer clause 1 of Rule XXII, private bi11s and resolutions 
were introcluced and sernrally referred as follows: 

By :.\Ir. ASHBROOK: A bill (H. R. 26567) granting a pension 
to A\is Coan; to the Committee on Invali<l Pension . 

By l\Ir . . AUSTIN: A bill . (H. R. 26568) for the relief of 
George Lane; to the Committee on l\lilitary Affairs. 

Also, a bill (H. R. 26- 6D) granting a pension to Eliza Early; 
to the Committee on Invalid Pensions. 

Al o, a bill ( H. R. 26-570) granting a pension to J oltn II. 
Smith; to the Committee on Pensions. 

Al o, a bill (H. R. 2G571) granting a pension to Leatie Wil­
son; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 2Gu72) granting an increase of nension to 
Lucy A. Rose; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 26373) granting a pension to Frank 
'l'ucker; to the Committee on Pen ions. 

Also, a bill (H. R. 26374) for the relief of the heirs of Henry 
Hommell; to the Committee on V\'"ar Claims. ~ 

Also, a bill (H. R . 26575) granting a pension to James C. 
Tedford; to the Committee on Pensions. 

By Ur. BOOHER: A bill (H. R. 2Gu76) granting an increase 
of pension to John H. Steele; to the Committee on Invalid Pen­
sions. · 

By l\Ir. BRADLEY: A bill (H. R. 2G577) granting a pension 
to :;\fargaret l!'. Searle; to the Committee on Invalid Pensions. 

AI o, a bill ( H. R. 2(3578) granting an increase of pension to 
John La\in; to the Committee on Invalid Pensions. 

Al. o, a bill (H. n. 26579) granting an increase of pension to 
elestia Sprague; to the Committee on Inmlid Pensions. 
Al o, a bill ( H. R. 205 0) granting an increa ·e of pension to 

Rosalia Spohr; to the Committee on Pensions. 
Also, a bill (H. R. 2~5c1) granting an increase of pen ion to 

· Katharine A. Weyant; to the Committee on Invalid Pensions. 
Also, a bill (II. R. 2GG 2) granting an increase of pension to 

:Maria Jane Ste,ens; to the Committee on Innlid Pensions. 
By l\fr. BROWN: A bill (H. R. 265 3) for the relief of the 

heirs of Henry Harris, tleceasecl; to the Committee on War 
Claims. 

By Mr. BULKLEY: A bill (H. R. 26584) 0 mnting a pension 
to :Millie .B. Spooner; to the Committee on Inmlitl Pensions. 

, :J3.S, :;\Jr. ~Yil~.S of ~Cl1D,~S~e~: ~ l>i~l Cq. R. 2G383) for the 
re1iH 6f ~~1 1 trust~1 {;. of : t~Ef . ~~clt _ irek ~Iethotlist Episc~11a-i. 

Church· South,- Stewar County, Tenn.; to the Committee on 
War Claims. 

Also, a bill (II. R. 265 6) for the relief of the estate of 
Thomas J. Hill, deceased; to the Committee on War Jaim . 

Also, a bill ( H . R. 26ti87) for the relief of Frederick W . 
Palmore; to the Committee on War Claims. 

Also, a bill (H. R. 26588) for the relief of William T. Wrigllt; 
to the Committee on War Claims. 

Also, a bill (H. n. 265 9) a-ranting a pension to Gumbo C. 
Villines; to the Committee on Pensions. 

Also, ·a bill (H. R. 26590) granting an il1crease of pension to 
Elizabeth M:. Harper; to the Committee on In•ali<l Pensions. 

By Mr. CLAllK of Missouri: A bill (H. R. 2(3501) granting 
an iµcrease of pension to John i\Iarx; to the Committee on In­
Yalid Pensions. 

By Ur. DENVER: A bill (H. R. 2G592) granting an increa. e 
of pension to Asa Jenkins; to the Committee on Invalid Pen­
sions. 

Also, a bill (H. R. 26-5D3) granting an increa. e of i1ension to 
Jacob Supinge·r; to the Committee on Inntlitl Pensions. 

By i\Ir. FAIRCHILD: A bill (II. R. 20594) gmnting nn in­
crease of pension to Erastus L. Merrill; to the Committee on 
Invalid Pensions. 

By l\fr. GRIEST: A bill (H. F.. 2659G) granting a pension to 
Edward D. Henderson; to the Committee ou Inrnlid Pension" 

Also, a bill ( H. R. 26596) granting au increase of · pen ion to 
John C. O'Brien; to the Committee on Inrnlid Pen ion"'. 

Also, a bill (H. R. 26097) granting an increase of l)ension to 
Franklin Bryson; to the Committee on Inrnlid Pen ions. 

By l\Ir. HINDS : A bill ( H. R. 2659 ) granting an increase of 
pension to William 1\I. McArthur; to. the Committee 11 Inrnliu 
Pensions. 

Also, a bill (IL R. 26599) granting an increaRe of vension to 
Lucinda P . Brackett; to the . 'ommittee on In Ya lid Pen ion:s. 

Al.so, a bill (II. R. 2G600) granting a i1ensiou to Charle H . 
Boyd; to the Committee on In\alid Pensions. 

By :Mr. JOHNSON of Kentucky: A bill (H. Il. 2GG01) for the 
relief of the trustees of the Bloomfield Lodge, No. G7, .Ancient 
Free and Accepted 1\Iasons, of Bloomfield, Ky.; to the Committee 
on War Claims. 

By 1\Ir. LANGLEY: A bill (H. R. 2GG02) grantiug nu incren~o 
of pension to Elizabeth 1\Icintosb; to the Committee on Iu>alid 
Pensions. 

By 1\Ir. LI1''DBERGH : A bill (H. Il. 2GG03) gi·anting nn in­
crease of pension to Lottie A. Fox; to the ommittee on Inmli<l 
Pensions. 

By l\Ir. LLOYD: A bill (H. R. 2GG04) granting a pen ion to 
Emma Steel; to the Committee on Inrnliu Pensions. 

Also, a bill (H. R. 26605) granting a pension to Grant W. 
Berry; to the Committee on Pension . 

By 1\Ir. MADDEN : A bill (H. R. 26GOG) for the relief of 
James H. Rhodes & Co.; to the Committee on Claim.. 

By l\Ir. ~Lill TIN of South Dakota : A ti ill ( H. R. 2GG07 ) 
granting a pension to 1\lichael Kelly; to the Committee ou Pen­
sions. 

Also, a bill (II. R. 26608) granting an increase of pen ion to 
James Rafferty; to the Committee on Peru ions. 

By 1\lr. MORRISON: A bill (H. R. 2GGOD) grnnting a pen ion 
to l\fary B. Berry ; to the Committee on luTali<l Pen ions. 

By l\Ir. 1\TYE: A bill (H. R. 26610) granting an incre:L e of 
pension to Frank C. Bowen; to the Collllllittee on Invalid p n-• 
sions. 
· Also, a bill . (H. R. 26611) gmnting an increa e of pen"'iou to 
Cynthia E . Robinson; to the Committee on Inrnlill Pen ions. 

.Also, a bill (H. R. 26612) granting an increa ~e of 11eusion to 
Lizzie McKay; to the Committee on Iurnlitl Pensions. 

Also, a bill ( H. R. 2G613) granting a. pen. ion to n o a r~. 
Wells: to the Committee on Invalid Pen ·ion . . 

Also, a bill (H. R. 26614) granting a pen ' ion to Adaline A. 
hlidda ugh ; to the Committee on InYaliu l)eusions. 

Also, a bill ( H. R. 2661u) granting a i1en ·ion to A.lice Fenton ; 
to the Committee on Invalid Pensions. · 

Also, a bill ( H. R. 2G616) to correct the military reconl of 
Charles D. Pillar; to the Committee -on Uilitary Affair . 

By 1\lr. O'SHAUNESSY : A bill (II. Il. 2GG17) granting an in­
crease of pension to Joballlla Smith ; to tlle Committee on In­
\alid Pension . 

Also, a bill (H. Il. 26618) granting an increase of pension to 
Bernard Boyle; to the Committee on ln•alid Pension~. 

Also, a bill (H. R. 26G1D) granting an increase of i1en ion to 
Sarah J. :Millikin; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 26620) granting an increase of pension to 
Catharine Loud; to the Committee on Iuvali<.1 Pen ions. 

Also, a bill (H. R. 26621) granting an jncrease of pen ion to 
l\Iaria A. l\Iathewson; to the Committee on Invali<l f>en iops. 
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- Als , a- bill (H. R. 2GG22) grunting an increase of pension to 
Lucy A. Smith; to the Committee- on InrnJid Pensions. 

Also, a bill (H. R. 26023) granting au inerease of pens-ion to 
Annie Buckley; to the Committee on In-valid Pensions. 

By 1\lr. PAY ..... IE: A bill (H. R. 26624) granting an increase of 
pension to William Y. Walker; to tlle Committee on Im·alid Pen­
sions. 

Also, a. bill ( H. H.. 26623) granting an incrense of pension to 
James Tolan ; to the Committee on Im·!llid Pensions. 

Al o, a b-ill (H. n. :!6626) granting an increase of pension to 
J-ohn Sti~kle ; to the Committee on Invalid Pensions. 

By llr. PADGETT: A bill (H. n. 26627) grunting an increase 
of pen iorr to Cynthia C. Pickard; to the Committee on Pen­
sions. 

By Ur. POST : A bill (H. Il. 2G628) grnn.ting a pension to 
Frank Chroneberry ; to the Committee on Im·ilid Pensi<HIB. 

Also a bill (II. R. 26629) granting an. increase of pension to 
Lycurgus P. Saxton; to the Committee on Invalid Pensions. 

Also-, a bill (H. R. 26630) granting. an increase of pension to 
Martin l\IcNeely; t-0 the Committee on Im·alid Pensi-0ns. 

Also, a bill (H. R. 26631) granting an increase of pension to 
Vincent Miley; to the Committee on Invalid Pensions. 

Also, a bill ( H. R. 26632) granting an increase of pension to 
Charles F. Wolverton; to the Cemmittee on Invalid Pensions. 

Also, a bill (H. R. 26033) granting an increa e of pensi-0n. to 
Francis-1\1. Whitteear; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 26634} granting an increase ot pension to 
TI-Obert Moore ; to the Committee on Invalid Pen ions. 

AJsci, a bill (H. R. 2663u) granting an increase of pension to 
John Hartman; to the Committee on Invalid Pensions. 

Also, a bill (:IT. R. 26636) granting an increase of pension to 
John Gedling.; to· the Committee ou Invalid Pensions. 

.ilso, a bill (H. R. 26637) granting an increase of pension to 
Samuel Eyman; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 26638) granting an increase of pension to 
William D. Grove; to the Committee on In-rnlid Pensions. 

Also, a bill (H. R. 20630) granting an increase of pension to 
James P. Bodkins~ to the· Committee on Inrnlid Pensions-. 

Also, a bin (H. R. 26640) granting an increase of pension to 
Si1as Barton; to the Committee on Invalid Pensions. 

Also, a bill (H. ll. 26641) granting a.n in-crease of pension to 
George W. Butters; to the Committee on Inv::t1id Pensions. 

A..lso, a bill (H. R. 2GG!2) granting an inerea:se of pension to 
William A. Barnes ; to the Committee on Im·-alid Pensi-0ns. 

..llso, n bill (H. R. 26643) granting a.n increase- o:f pension t0 
Elli Berreman; to the Committee on Invalid Pensions. 

.Also, a bill (H. R. 2.6644) to re!Ilo1e- the charge-of desertion 
from the military record of William S. Whaley; to the Commit· 
tee on 1\lilita:ry Affairs. 

Also, a bill ( H . R. 26.64l:)-) to remove the cl.large of desertion 
from the military record of .Tohn Vankirk; to Ule C0mmitte.e 
on i\Iilitary Affairs. 

Also, a bill ( H. R. 26646) granting an increase of pension to 
John S. Clal'k; to tile Committee on Inrn.lid Pensions. 

By i\Ir. RA.KER: A bill (H. R. 26647) for the relief of Victor 
E. Shuw, and for oth.eF purposes~ to tile Committee on the 
Public Lands. 

By Ir. REDFIELD: A bill (H. R. 26G48) for the relief of 
David Crowther; to the Committee on l\Iilitary Affairs. 

Also, a Mll ( Il. R.. .2664'.!)) for the relief of Andrew Gaffney; 
to the Committee on Military Affairs. 

By llr. SHERWOOD: A bill (H. R. 26650) granting an in· 
cr ase of pension to Catherine Ann BarteUe; to the Corn:mfttee 
on Inrnlid Pensions. 

J. so, a. bill (H. R. 26631) granting an increase of pension to 
B:rrin Copeland; to the Committee on rnvalid Pensions. 

Also, a bill (TI. R. 266G2) granting an increase of pension to 
James 0. Smith; to the Committee on Invalid Pensions. 

Al o, a bill (H. R. 266W) grunting a pension to William A. 
Jacques; to the CQmmittee on Inralid Pensions'. 

.Also, a. bill (H. R.. 26654) granting an increase of pension to 
Jacob Peffer; to tile- Committee on In1alid Pensions, 

By Mr. STERLING: A bill (II. R. 26655) granting a: pension 
to Helena F. Stone; to the C(}mmittee on Invalid Pensions. 

Also, a bill ( H. R. 26656) granting an increase of pension to 
Harmon l\1cChesney; to the Committee on Invalid Pensions. 
- By Mr-. TALBOTT of Maryland : A bill (H. R. 26657) grant­
ing a peru;ion to John P. Yingling; to the Committee on Invalid 
Pen ions. 

By Mr. V AnE: A bill (H. R. 26658) for the reUef or Maria 
N: Kulieke; to the Oommittee on Claims. 

By lr. YOUNG of Michigan : A bill (H. R. 26600) to eorrect 
the 1rhilitaryd· record of James A. Cooper; to the Committee on 
l\Iiiifory Aff il·s. 

'Also, a bill (H. R. 2GGGO) granting n pension to Thomas J. 
l\IcQuillen, alias Thomas J. Jones; to the Committee on Inrnlicl 

1 Pensions. 
By l\Ir. C..:i.LDER: A bill (H. R. 26663-) granting an increase 

of pension to Julia Ma.her; to the Committee on Im·alid Pen· 
sions. 

Also, a bill (H. R. 26GG4) granting a.n increase of pension to 
Ellen i\Iiller; to the Committee on Inn1lid Pensions. 

By Mr. EDW .A:RD-S: A bill (H. R. 26665) for the relief of tho 
estate of Charles Evan , decea-sed ; t0 the Committee on War 
Claims. 

By Mr. LI:;\J)BEUGH : A bill (H. R. 20666) granting an in­
crease of pension to George W. Young; to the Committee on In­

. Yalid Pensions. 
Aiso, a bill ( Il. R. 2G6U7) granting a pension to Almira D. 

Pettingill; to the Committee on InTalid Pensions. 
· By l\ir. PATTO:N of Pennsylvania: A bill (Il. R. 26668) grant· 
ino- an increase of pension to Wil1iam Jone ; to the Committee 
on In1alkl Pensions. 

PETITIONS, ETC. 
Under clause 1 of Ilule XXTI, 12etitions anu papers were laid 

on the Clerk's desk and referred as follows- : 
By 1\Ir'. ASHBROOK: Evid-ence to accompany special bill for 

the relief: of A1is Coon; to the Committee on In\alicl Pensions. 
Al o, evidence to accomvany the special bill (H. R. 1362) for 

the relief of Eliza Jells; to the Committee on In-valid Pensions. 
Also, petition of the Chamber of Commerce of Cle1eland, 

Ohio, fayoring passage of House- bill 25016', for the Federal 
incorporation of the Chamber of Commerce of the· United 
States; to the COmmittee on the Judiciary. 

By lll"r. HULKLEY: Petition of Army and Na Ty Po t, No. 181, 
Grand Army of' the Republic, Cleveland, Ohio, urging the 
amendment of pension laws to grant pensions to helpless chil· 
dren of honorably discharged soldiers ancl sailors of tile Ci\il 
War; to the Committee on Invalid Pensions. 

Ily Mr. BYRi~S of Tennessee:· Papers to accompany bill for 
relief o.f the trustees of the Lick Creek l\Iethodist Episcopal 
Ohurch South; to the Committee on Claims. 

Also, papers to accompany bill for increase of pension to 
Elizabeth lll. Harper ; to the Committee on Invalid Pensions. 

Also-, papers to aceompany bill gJ.'anting increase of pension 
to Ga.ntbo C. ViUmer; to the Committee on Pension~. 

Also, papers to accompany bill for r elief of William T . 
Wrio-ht; ta· the Committee on War Claims. 

Also, papers to accompany bill for relief of Frederick W • 
Palmore.; to. the Committee on Wa-r Claims. 

By Mr. FORNES: Petition of B . L . Kenyon, fav-m.·ing passage 
o.f bill for Federal protection. of migratory bir.cls; to tile Com­
mittee on Agriculture. 

By .Mt'. FTJLLER: Petition of Duncan :llcEwan.: Chicago, TI1., 
fa:rnring the pnssL ge of the vocu.ti-onal education hill ( S. 3) ; 
to the Committee on Educati-0n. · · · 

Also, petition of C. A. BulTuws. faToring the passage of 
tile old·age pension bill (H. R. 13114) ; to the Committee on 
Pension . 

Also, petition of the Council of Grain Exchanges, fa1oring the 
passage 0f the Pomerene substitttte bill ( S. 6810) ; to the Com· 
mittee on Irrtei-state and Foreign Commeree: 

By filr. GRIEST: Petition of EIDI1y P. Gilbert, Lancnster, 
Pa., favoPi.Hg tire passage of the Fec.leral olcf...age pen ion bill 
( H. R. 13114} ;. to the Committee on Fen..sions. 

By lUr. EI.A.YD&~: Petition of the Arizona l\IiJ ·sion Con­
ference, Bisbee, Ariz., favoring the passa-ge of the Webb­
Slrep1)ard: liq11or bill; to- the Comm:ittee on the Judiciary. 

By l\Ir. HI~"DS : l\Iemo.uial of Brig. Gen. William M. 
McArth11r; to the Committee on Inv:alid Pensien . 

Also, memorial of Capt. Charles IL Boy<l; to the Committee 
on Im·alid Pensions. 

By Mr. MOON of Tenne see : ravers to accompany bill to 
pm·cha.se additional laud for post-office slte at Tinchester, 
Tenn.; to the Committee on Public Buildings and Grounds. 

By Mr. PADGETT: Papers to accompany bill for granting 
increase of pe.nsion to Cynthia C. :Pickard; to the Committee 
on In.valid Pensions. 

By Mr. SPEER: Evidence to nccompruiy bill (H. R. 2G3Gu) 
granting an increase of pension to Philip Shirk; to the Com­
mittee on Invalid Pensions. 

By Mr. WILLIS : Pa'Pers to a-ccompnny bill (H. R. 2GG34)" 
granting an increase of penskm to James M<!Evoy ; to the Com· 
mittee on Invalid Pensions. 

Also, petition of the Supreme Council. 0 der 1Jnited Com­
mercial Trav;eleTS qt .. Mp~ric.u, _\~ JJl.YO-f. of 9l!an1;in"' the . dny; of 
the national ~le(:9--0rl ;, ,tp,. tfie q:nhliv-1:\e . ffl "9"f eetl~q. ~£ fJ-·~~· · 
dent, Yice President, :lnd rtepresenfali1es 1n Congress. 
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