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NO “BAD FAITH” SAY RAILROAD P

History of Negotiations With Legisla-

tive Commission

Material Reductions In Rates Were Offered

Could Not Accept Proposition of Leg-
islative Commission, But Suggest
That Question Be Submitted To

Interstate Commerce Commis-
sion, and Agree Not to Ap-
peal From Its Decision

Hon. W. C. Dowsd,

Chairman,

Dear Sir:

We ohserve in the pulllc press that, at a recent meeting of
certain business men ut Raleigh, you us Chairman of u commits
tee introduced a set of resolutions, the first prenmble of which is
as follows:

“Whereas, The representatives of the railroads operating
in North Carcling, in meeting assembled, on April 29, re-
pudiated and failed to carry out their promises made to the
governor and the specisl freight rateé commission at the
meeting held on February 26, to correct the present exces-
sive and wsriminatory freight rates,”

Inasmuch as your name, in your representative capacity as
Chairman, has thus become sssocinted with the preamble and
resolutions in question, we trust we may be permitted to explain
th you, snd through you to the importunt interests your com-
mittee represents; that, in our judgmeit, when the facts are fully
appreciated, no charge of bad faith can be justly made aguinst
us.

At the outset, we must express our profound regret that the
impression should prevail in the minds of any one, and especially
in the minds of yourself anid others associnted with vou, that the
carriers have been guilty of any lnck of good faith in their deal-
s with the representatives of North Carolina in regird to the
impurtant questions which have been involved in the recent ne-
gotintions with the Legisintive Freighy Rate Commission,

We have endeavored to live, snd we believe we have lived. fully
up to both the letter and the spirit of our propesition made on
the 26th of Februavy,

The proposition made; on that date, by the railroands and ac-
eepled by the Commizsion

"l. The carricrs. now engaging therein, will withdraw

Muy 27th, 1013,
Charlotte, N. C.

was s follows:

from business from the West to Vieginia City point« through
North Carolinn. This will be done, not
sider the o g of such b ine

because they con-

3 at préezent tardl rotes
L Iv unsound, bhut in deference Lo the fentiment
of the North Carolina public on the subject. 1t will be done
in good faith, but is a maiter of current business MUNAEe-
ment with the understandimgy, however, thut if any of them
should hervafter resume surh business, the State of North
Carolina i= to lose none of its rights us at present existing
o such us it may hereafter huve, in respect to such rate
structure,

“2.  That the carriers will, for the purpose of thege nego-
tiations, recognize the principle of making a lower propot-
tional rate from Virginin Cily  points te North Caroling
points, than the rate now existing wnd will endeavor 1o work
out with this Commiszion what would be such reasonable
reduction, this Commissien or its representatives to sit with
the representatives of the carriers in the effort Lo arrive at
what is reasonable and proper in the premises; with the
understanding, however, that, although actuated by the dis-
position to muke sacrifices to fairly meet the views enter-
tained in North Carolinn that freight rates from the West
to Nuorth Carolina points arve unjustly discriminatory us
eomparced with rates from the West to Virglnia City points,
the cigrriers are confronted with the diticulty that a volun-
tary reduction in these vates will, under the law ax admin-
Istered by

U5 tronamig

the Interstute Commerce Commi=sion, doubtless
be used to measure the rates into other territory and to
biingr about & veduction of these lust mentioned rates, Be-
cause of the amaller density of teaflic in the South as com-
pared with the Trimk Lineand adfacent territory, it is im-
pos ible for the

duetion

tarriers to muke or stand such general re-

i ratvs “The view of the North Caraling public
can, without incurring the scrious consequences mentioned
as to rates into other territory, only e met under an order
of the Interstale Commerce Commizsion directing ¢ertain
reductions to North Carolina points and haolding that such
reductions will not affect the vates into other territory Any
agreement renched is, therefore, to be carried out by an wp-
plication hy the North Carolion authorities to the Interstate
Commerce Commizsion for such an order, and the carriers
will co-operate in an effprt to secure such reductions ss may
be agreed npon between the North Caroling Commission and
the carriers, provided suchi order of the Interstate Commerce
Commission will protect them from reductions because of
such reductions to North Carelina territory, in their rates
to other territory; and provided, further, that if the action
of the Interstate Commerce Commission shall not be in ac-
cordance with such agreement, the State of North Curolina
shall not be precluded from such other action in respect
thereto as it may be advised. If the Commission and the
carriers fail to agree upon what would be reasonable in the
premiscs, the North Caroling authorities may in their dis-
cretion submi® the question to the Interstate Commerce
Commission and the carriers pledge themselves to facilitate
and expedite the hearing and determination thereof in every
rensopable manner, but the State is not hereby precluded
from asing any other remedy or taking any other action as
it may be advised.

“8. If there are any other questions with reference to
the rate situation which either the said Commission or the
earriers may desire to have considered, such question may
be taken up and considered with a view of adjusting them
by agreement between said Commission and the Carriors,
and if not adjusted, then the position of neither to be
prejudiced by such consideration or by anything con-
tained. Any other questions not presented and sgreed upon
are left unprejudiced hereby,

i

4.

North Carolina and to remove causes of controversy
State, the nbove suggestion is made with the u
that if, for any reasan, it is not accoptable to the
lina suthorities, or & final ndjnstment is not
under, nothing herein contained is to be used
dice of the earriers in any proceeding that
tuted aguinat them, or any of them, in respect to
rutes as regards North Carolina territory,” ih ¢

in

In presenting this propesition, the spokesman

s o , it seems to us that the
n which wo can maintain lower rates in
n we can ‘n other sfates to the Sout

Inasmuch as this s an effort made in the earnest de- |
sire on the part of the earriers to meet the sentiment of |

l:r ih&fr |

North Carolina is the most nearly contiguous territory to
Virginia, which has these abnormally low rates, and that,
therefors, the effect of that proximity may be reflected into
North Carolina, whereas it could not be reflected further
off.”

It is dithicult, of course, as there are no specifications, to ap-
preciate exactly in what respect it is thought the railroads have
not in entire good faith lived up to this accepted proposition. In
the absence of such specifications, we can only examine what the
proposition essentially was and compare it with the action of
the rallvoads pursuant to it.

It wi'l be observed that the proposition consists of four pari.
eraphs, the fourth of which shows that the three preceding
paragraphs, although dealing with diiferent features of the
proposition, all constitute a single basis of adjustment and it
was expressly stated that, “if a final adjustment is not reached
thereunder, nothing herein contained is to be used to the preju-
dice of the curriers,” .

Let us examine then what the proposition actually contained

First: It provided that the carriers, now engaged therein.
would withdraw from business from the West to Virginia City
points through North Carolina. -

There has never been any subsequent discussion of this para-
grapl, for the reason that it is fully understood that the earriers
stand ready to withdraw from this business as soon as an adjus:-
ment is reached in respect to the other points, which constitute
the points really at jscue.

Second: It provided that the carriers would, for the purpose
of these negotintions, recognize the principle of making a lower
proportional rate from Virginia City points to North Carolina
points than the rates now existing, and would endeavor to work
out with the Commission such reasonable reductions, the Com-
mission or its representatives to sit with the representatives of
the varriers in the effort to arrive at what would be reasonable
and praper in the premises. The proposition thersupon went on to
carefully explain that “although actuated by the disposition to
make sacrifices to fairly meet the views entertsined in North
Carolina that freight rates from the West to North Carolina
noints are unjustly discriminatory as compared ,with rates from
the West to Virginia City points,” the carriers could -make no
such adjustment us would extend reductions into territory other
than North Caroling and to explain the reasons for it, and, to
ensure this, there was an express provision that any basis agrecd
upon should be carried by the North Carolina authorities to the
Interstate Commerce Commission and should become effective
only if that Commission would enter an order which would pro-
teet the carriers from reductions into other territory because of
such reductions to North Carolina points,

Third: It provided that the Legislative Commission or the
carriers might bring up any other points that either thought
proper for discussion and action,

Reverting now to the second paragraph of the above Prahsi-
tion, it will, we think, be readily appreciated, from reading the
text of that paragraph, especially in view of the statemert mude
by the spokesnian of the carriers, that the only way that the
second paragraph could be carried into effect would be through
the meuns of reflecting into North Carolina points the inflience
af the abnormally low rates which exist to Virginia Cities (for
which thege curriers are not responsible and which they cannot

contral), and thut any basis of ngreement reached under tliat pir-
apraph and covering the points thereby provided for, must be such
ax woull not involve a reduction of rates into other states. This
limitation and condition was, by the express terms of the propos
sition, put upon the negotiations, It was considered e<sential
Ly the carrviers and its propriety was expressly agreed 1o by the
representatives of the State. Nepotiations were thereupon en-
tered into under the limitation that anything agreed upon in
respect to reductions of rates must be of such a character that
it should not have the effect of reducing the rates of the cur riers
inte territory other than North Caroling and thut that conclu-
sion should be approved and endorsed by an express order of the
Interstate Commerce Commission protecting the carriers from
any such reduction into other territory. -

It follows from this that any reduction of rates that might
be agreed upon, coming as & consequence of the influence of the
abnormally low rates to Virginia City points, must be greatest
to North Carolina points in closest proximity to Virginia City
points, and would gradually lessen aud fioally disappear ns the
distance from Virginia City points increased, Otherwise, we
would create such u situation that points in North Caroling near
the South Carolina border, or the Tennessce border, would have
such low rates that ghe influence of such low rates would neces-
sarily extend ncross the borders into other states, and the Inter-
state Commerce Commission could make no such protecting or-
der &s was in contemplation and expressly provided for. This,
we submit, must be universally conceded.

Fully appreciating, therefore, the problem before them, and
seeking in the most earnest and sincere way to find a solution,
the chief freight traffic officers of these railroads were instructed,
by their chief executives, to consider and report a basis of ad-
Jjustment that would reflect, to the utmest practicable extent,
the influence of the Virginia City situation into North Carolina
and at the same fime would preserve the essential condition of
the proposition that it should not operate beyond the limits of
North Carolina territory,

Pursuant to these instructions and after a thorough investi-
gation of the rate situation applicable to North Carolina, these
representatives of the railroads, with the full suthority of the
chief executive officers, suggested certain material reductions
in the rates complained of to North Carolina points, which we.
then believed, and still believe, are in accord with both the letter
and the spirit of the basic propos!tion. We bolieved that the prop-
osition then made embraced all the reductions which could be
made without opening the doors to such radical reductions of
rates throughout the Southeastern territory as would reduce the
rates into other tecritory than North Carolina and thus threaten
the very existence of these properties. 3 \

We thought it best and, in fact, necessary, for the chief traffic
officers of the roads to take up with the Leglslative Commission

the discussion of rates, rather than that the chief executives | It is not the funetion of the State, or within its la b
should do 4o, for it was u subject in respeet to which these trar- | thority, to MWMMI,':;M the mcrd‘tf:lr:a.
fic officers alone could enter into an in J discussion of alt roads in respect to them is made to the captro]
the easential details. In fact, it will be seon from the very lans | and authority of the Interstate Commeree Commission. It iy
sge of the proposition that it was in that the | universally sdmitted that the n of rates is a
ey hi.;h“m?;“h e of the ralls | function of the national That government
ronds, might i to be experta in rates | has instrumen for the special purpose R
and to n mmrzemmumwm bunal for the adjudication of -t
that the representatives of the carriors—without | rates. It has provided a
them and thus giving the carriers like opportunity to | high degree possesses the coinfldence
ted by their traffic ex 10 #it with the| people and its doors are open and
es of the Comminsion, or the Commission itself, In | ple. The determination of s case

plained, we could not hope that the Interstate Commerce Com-
mission would approve reductions on any other prineiple or
would be able, under any other conditions, to enter an e:_'der
protecting the carriers from a reduction of their rates L?tu
other territory because of these reductions to North Carolina
points.

We did not approach the Legislative Commission with the
idea of assuming a trading position. We thought it due to the
importance of the occasion and to the dignity of the representa-
tives of the State, that we should come forward at first with the
best proposition which we believed we could offer. While we re-
garded the propesition we submitted as the best and most suD-
stantial which we thought could be worked out, we were still
always in the attitude of readiness to have our authorized rep-
resentatives sit down with the representatives of the State, and
| diseuss, in all its features, any suggestion that might be Fd'
vanced, and were rendy to consider with an open mind anything
that might be brought to our attention in that connection.

We are, however, of the opinion that our offer was most sub-
stantial and that the extent and scope of the reductions contem-
plated by it have not yet been fully remlized, and that the bene-
fits to be derived from putting it into effect have been almost
entirely overlooked. i

Our proposition was the result of a patient and conscientioua
investigation. It was submitted to the Legislative Commission
on April 19th and declined by the Commission the same day. A
vounter proposition was made that afterncon by the Commis-

ston; and, after fully considering this counter proposition for a
| period of ten days, we were convinced Lhat the rates suggested
would result in reductions of revenue so serious as to impair the
usefulness of these carriers and that it would be impossible to
put them into effeet without causing a general reduction through-
out the southeast. I

As the proposition of February 26th provided that any reduc-
tions agreed upon were to be of a character not to affect rates
| outside of North Carolina, and as it was never contemplated that
the railroads were to make sacrifices which would destroy their
usefulness and their ability to perform their publie service, we
believed that the counter proposition submitted by the Legisla-
tive Commission, while in good faith intended to be, was not in
compliance with the express provision of the basic proposition
of February 26th. We gave our reasons for not accepling this
proposition of the Legislative Commission in the answer sub-
mitted to the conference at Raleigh on April 20th, which was
given In writing, and, while we do not consider it appropriate
to enter here into a discussion of the merits of the rate situs-
tion, that answer, which deals with it, is subject to the in-
spection of any person interested in its contents.

In the afternoon of April 20th the Legislative Commission
submitted a rejoinder to the effect that our answer was not satis-
factory, and offered certain modifications of its counter proposi-
tion, thus, as it seems to us, indicating that they themselves
realized that their first proposition could not be sustained and did

not meet the requirements of the basic rroposition which im-
posed limits upon the scope of the negotiations. We found, how-
cver, that the obstacles, which we considered insurmountable in
the original counter proposition, still remained. The Commisaion
was respectfully advised of the reusons why we found it impossi-
able to adopt this second suggestion. We believed then, and we
believe now, that these reasons were cogent and compelling, but
the Commission thought otherwise and, preatly to our regret, the
conference was, at the Commission's instance, declared at an
end.

The termination of the conference has raised an issue between
i the Legislative Commission and the railvoads. That | sue is
this: “What, under the terms of the proposition, and under a
recogmnition of the principie of making a lower proportional rate
from Virginia Citics points to North Carolina points than the
rates now existing, would be n fair and reasonable reduction?’

We concede that the Legisiative Commission, in advoeating a
readjustrient of rates upon the basis which it has adopted, is
acting in the best of faith and i3 actuated by patriotic motives.
With equal sincerity and with full confidence in the justice of
our position, we contend that the reduction proposed by the
Legisiative Commission is too prest and is beyond what was
contemplated by the agreement of Febroary 26th, In fact, we
are convineed that the suggestion of the Legislative Commission
Wil be found in direct conflict with the provision of that agree-
ment which requires that any reduction of rates agreed upon
should be confined to North Caroling territory and should not
extend into other States, and that an order of the Interstate
Commerce Commilsgion should be obtained protecting the car-
riers against any reduction into other States because of this re-
duction to Notrh Cavolina points. Nothing would give us greater
satisfaction than to arrive at an amicable sgrecsment with the
Commission and bring about a settlement of the rate contro-
versy upon a basis which we would be ina position to accept.

In fact, a8 soon us it was made to us, we welcomed the SUgges-
tion that, although the conference between the Legislative Com-
miszion and ourgelves hud been declared at sin end by that Com-
mission, the North Carelina Corporation Commission, through its
chairman, Mr. Travis, should take up with the wafie representa-
tives of the railroads a furlther consideration of these contro-
verted points, and see whether, in a patriotic and earnest
effort on both sides, some amicab'e and reasonable adjustment
might not be suggested and might not be reached. We are glad
to say that these negolintions are continuing and we shall hape
that such a conclusion may be reached by the representatives of
the State of North' Carolina, on the one side, and the represents-
tives of these carriers, on the other, as will bring about an ac-
ceptable and a final adjustment of this much controverted ques-
tion,

If our hopes and the hopes of the people of North Carolina be
disappointed in respect to this, wé will then be confronted by
the question of what is the proper course to be pursued in re-
spect to this multer,

Conceding the sincerity and patriotism and the desire to do
justice on the part of the Legislative Commission and on the
part of the representatives of North Caroling, but respectfully
and firmly insisting that we are actuated by the same high mo-
tives, what is the proper thing for us to do? On the one hand,
is it proper for the carriers to insist on an arbitrary adherence
to their own conclusions in respect to this matter and to refuse
to have it dotermined by any independent and disirterested au-
thority? On the other hand, is it proper for the reprosentatives
of the State to insist arbitrarily upon their view and to exercise
their power for the purpose of coercing an acceptance?  Must
not both of these questions be answered in the negative? Is it
not, an the contrary, the proper, wise, and patriotic thing to
submit this difference, conscientiously entertained on hoth sides,
to the adjudication of the only tribunal provided by law for the
gettlement of just such controversies?

'suuhmwuludedfmmuiumuﬂutmdyog

AN S

-

themselves to facilitate and expedite the
mination theréof in every e

ing and the ¢
(althon
mymrmn).uumwm&tu- |
to the Interstate Commerce Commission may be made, Not on
was this in the contemplation of the proposition as made, bu ‘4 |
joint resolution of the North Carolina Legislature at its Jag
session, in relation to this very matter, contained these fyy
paragraphs: b
“THIRD: That pending the enactment into law by y |

gress of the principles ubove declared for, it should, ify ghe |
opinion of the General Assembly of North Carolin, by 4,
policy of the State, to press before the Interstute Com. 1
merce Commission objections to the injustice of ajlowis
any discrimination against North Carolina points, in favoy

of other points outside of the State to which huuls ge |
longer than to the North Csrolina points, and which longe i
hauls include the hauls to such North Carolina points, |
“FOURTH: 'That, in addition to the powers ““nft’md'.q 5

the North Carolina Gorporation Commission to institute and |
prosecute cases before the Interstate Commerce Commiggion . |

for relief to the people of North Carclina from discritming. ||

tory and excessive charges by common carriers, power g i
conferred upon the Governor to ipstitute and prosecyts such ||
cases, either independent of or in conjunction with the Norll ||
Carolina Corporation Commission, in his name on behalf of i

the people of the State, or in the name of any combined g, |
sociation or body of citizens, or in the name of the Noptj |
Carolina Corporation Commission, and for such purpose thy |

sum of not execeding five thousand dollars a year is appre. |
priated out of uny money in the state treasury, not othep 11

wise appropriated, to be paid on the arder of the Governgr®

Thus it will be seen that the Legislature of North Caroling ||
expressly declared its poliey to be that this matter of diepute |
¢hould be-carried by the State to the Interstate Commerce Com.
mission and the Governor was empowered to institute and proge.
cute such proceedings, either independently or in' conjunction:
with the North Carolina Commission, or in his own name in be
half of the people of the State, or in the name of others thut are
mentioned, and an appropriation of Five Thousand Doliars
year was expressly made to bear the expense of this procedyre.

Under these circumstances of the provisions of the proposition,
in question and of the declared policy of the State, mude by a
solemn resolution of its General Assembly, we submit that that
course ought to be followed. The railroads have no purpose ty
enter upon a course of contention or of litigation. As above
stated, they are prepared to expedite a hearing bofore the Infen
state Commerce Commission by every means in their power, and
when a conclusion is reached they are prepared to adopt it,
whatever it may be, without questioning it in any court what-
cver, and retain it in operation, without controversy, during the
full time the order of the Interstate Commerce Commission f§ |
in force,

We are profoundly impressed with the idea that an amicable
settlement of this controversy is necessary for the welfare of ail
concerned. We hope for a definite and permanent settlement,
and we appreciate that no settlement can be permanent upless :
fair and just both to the people of the State and the rail=agdy, |
The railroads are among the largest employers of labor in the |
State; they pay the highest scaie of wayes; Lhey eoniilive g,
much as any other class of citizens to the welfare of the Stats;
while their employes contribute in no small measure to the
Staté's prosperity and are cffective in every patriotic service, -

The principle of regulation has the unqualified approval of the
American people. The power of regulation as to interstats
commerce must of necessity be, as it has expressly boer, vestal
in the federal government and in it alone. This princine car
ries with it certain restrictions as well as immense advantages,
when viewed from the standpoint of any one State, as well 48
from the standpoint of all the States. The advantages -
measurably outweigh the disadvantages, In this connection it
cannot be forgrotten that North Carolinn was one of the first of
the States to advocate National, instend of State, control of in:
terstate commerce. As far back as 1781, before the adoption of
the Constitution, we find the representatives of North Caroling
in the Contiuental Congress offering a suggestion to the States
that the power to control interstate commerce be surrendered to
the national government, instend of being reserved, as was then
the cmse, by each State. Later, when the Constitutionnl Con:
vention was framing our organie law, the representatives of
North Carolina again favored, and were instrumental in securs
ing, the adoption of the commerce clause as it now stands
which vested in the federal government exclusiva right of con
trol of interstate commerce,

In suggesting that this controversy, relating solely {o inler
stute rates, be submitted to the Interstate Commerce Commis
sion for settlement, we are not asking that any subject be with
drawn from any, tribunal, legislative or judicial, of North Care
lina, of which those tribunals have lawful or rightful jurisdics
tion. We are asking only what North Carvolina has always e
sisted upon; that the regulation of interstate commerce shall, it !
this condition of difficulty, as well as in every other, be regi- |
lated by the power which all the States have placed exelusively
in the hands of the federal government.

In view of this attitude of submission to law and in view of the
facts herein stated in respect to what they have attempted to do
to meat the. just expectations of the state regarding theso rates,
we respectfully and earnestly submit that no charge of bad faith,
or of lawlessness, or of arbitrary conduct, or of & desive to die-
late the conditions under which the commerce of North Caroling
shall be conducted, can justly be laid at the doors of these car
riers, |

In conclusion, may we not express the earnest hope that, nok
withstanding the termination of the negotiations with the Legis:
lutive Commission, had at its instance, there may yet be fourd
by the Corporation Commission, in the canference now being hels
with its chairman, Mr. Travis, and the renresentative: ¢ 1%
traffic dopartments of these carriers, a basis for a friendly s+
justment of all differences ? 1

May we not express the further hope that, if should fail |
to find the means of arriving at an amicable recourie’y
will be loyally had by both parties to the only tribunal havas 5
Jurisdietion under the laws of North Carolina as well as of
United States, and that these differences be submitted to fi
final adjudication? o

Mindful of the fact that the State and the railroads must livé |
thgether, that their interest and welfare are inseparable, and thit
the welfare and prosperity of both can be promoted. only by
policy of ‘will and conciliation, is it not the duty of be
sides to unfortunate conuroversy to go |
tribunal, estublished by law for that purpose, whi .
risdiction and the power to ' adjudiente adjust the d
forences betwoen us, to establish the rates which shall preval
and to determine what is the fair and reasonable solution of 0¥t




