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SPECIAL REPORT OF THE COMMITTEE ON
TRANSPORTATION RELATIVE TO FOREIGN
CONTROL OF MASSACHUSETTS RAILROADS.

June 5, 1931.

The Committee on Transportation, to whom were re-
ferred the recommendations contained in the Inaugural
Address of His Excellency the Governor, as set forth in
Senate Document No. 1 in so far as the same relates to
any control or attempted control by the Pennsylvania
Railroad interests, or other alien interests, of the New
York, New Haven & Hartford and/or the Boston &

Maine Railroad systems, and the petition (accompanied
by bill, House, No. 140) of Representative Peter J.
Fitzgerald, relative to substantially the same subject
matter, submit (in addition to the two bills reported
this day, House, Nos. 1720 and 1721) the following
facts, findings and recommendations:

Public hearings were held in the Committee Room at
the State House on the following dates, February 11,
16, 24, March 2, 9, 12, April 6, 8, 16, 22, 30, May 6, 11,
14, and at Worcester on March 26, and at Springfield
on March 27.
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The Committee member
these hearings were:

present and taking part in

Senator Conde Brodbine.
Senator James G. Moran
Senator Roger Keith.
Senator Joseph Finnegan
Representative Arthur A. Hansen.
Representative Francis J. Kelley.
Representative Herman Pehrsson.
Representative Sven A. Erickson.
Representative William R. Thomas.
Representative Archibald M. Estabrook.
Representative Louis E. Hathaway.
Representative Charles A. Kelley.
Representative Patrick F. Nestor.
Representative Patrick J. Welsh.
Representative Robert L. Lee,

In order to obtain a proper perspective and to aid it in
its deliberations, your Committee has gone somewhat
broadly into the present railroad situation as it affects
New England as a whole, and especially as it affects the
business life and welfare of the people of Massachusetts.
There are operating in and serving the people of this State
three major railroad systems, to wit: the New York
Central, b}r virtue of a lease of the Boston & Albany; the
New York, New Haven & Hartford, more commonly
termed the New Haven, composed of various owned and
leased lines, only a small portion of which is under Massa-
chusetts charter; and the Boston & Maine. Added to
these may be included the twro Canadian lines, the Cana-
dian National and the Canadian Pacific, as these roads,
by means of their traffic connections in the northern New
England States, serve the people of Massachusetts in their
handling of incoming and outgoing shipments, as well as
preserving the existing rate differentials, so vital to the
business life of our entire section of the country.

The Committee invited various railroad executives to
ppear before it, including, in the order of their appear-
nce:
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Arthur P. Russell, Vice President of the New York,
New Haven & Hartford Railroad Company, and Presi-
dent of the Boston Railroad Holding Company.

General W. W. Atterbury, President of the Pennsyl-
vania Railroad.

Thomas Nelson Perkins, Chairman of the Board of the
Boston & Maine Railroad.

J. J. Pelley, President of the New York, New Haven &

Hartford Railroad Company.
Patrick E. Crowley, President of the New York Central

Railroad Company.
Morris McDonald, President of the Maine Central

Railroad.
Percy R. Todd, President of the Bangor & Aroostook

Railroad.
Daniel Willard, President of the Baltimore & Ohio

Railroad.
William H. Boyd, personal counsel for O. P. and M. J.

Van Sweringen, and representative of the Chesapeake and
Ohio-Nickel Plate Railroad System.

L. F. Loree, President of the Delaware & Hudson Rail-
road.

J. W. Redmond, Vice President of the Central Vermont
Railroad.

The Committee was favored in their appearance before
it of the following distinguished gentlemen:

Paul E. Tierney, representing His Excellency the
Governor.

Hon. Rolland H. Spalding, former Governor of New
Hampshire, and General Chairman of the New England
Governors’ Railroad Committee.

Bentley W. Warren, counsel for the New England
Governors’ Railroad Committee.

C. S. Lake, representing the Van Sweringen interests.

Hon. James M. Curley, Mayor ofBoston.
In addition a large number of persons appeared, indi-

vidually, and as representatives of various civic organiza-
tions, and gave freely of their time at what must have
been considerable personal sacrifice.

The Committee takes this opportunity to thank publicly
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each and every person, group or organization which ap-
peared before it and lent its aid toward a solution of this
vexing problem.

The Committee in its deliberations took into consid-
eration the amount of holdings of the capital stock of
the Boston & Maine and the New York, New Haven
& Hartford Railroads by other railroads or holding
companies.

The testimony presented to this Committee showed
that the Boston Railroad Holding Company has sub-
stantially a 29 per cent interest in the capital stock of
the Boston & Maine Railroad.
• The New York, New Haven & Hartford Railroad
owns almost the total capital stock in the Boston Rail-
road Holding Company.

On February 19 last the Pennsylvania Railroad owned
14.36 per cent of the common and preferred stock of the
New York, New Haven & Hartford Railroad Company.

The Pennroad Corporation, a holding company in the
State of Pennsylvania, and closely allied with the Penn-
sylvania Railroad, has a holding in the New York, New
Haven & Hartford Railroad of substantially 7 per cent.

These two alien corporations own in excess of 21 per
cent of the entire capital stock of the New York, New
Haven & Hartford Railroad.

The Pennroad Corporation owns 17.5 per cent of the
capital stock in the Boston & Maine.

The Pennsylvania Railroad is the largest individual
stockholder in the capital stock of the New York, New
Haven & Hartford Railroad.

The Pennsylvania Railroad had for years, and still has,
a representative on the directorate of the New York,
New Haven & Hartford Railroad.

President Atterbury of the Pennsylvania is insistent
that his road will not give up its holdings in the New
Haven while the New York Central retains its control of
the Boston & Albany.

The Pennsylvania goes further and is constantly add-
ing to its already large holdings in the New Haven.
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The most friendly relations have existed for a long
time between the Pennsylvania and the New- Haven.

If the Pennsylvania is,permitted to go forward with its
purchases of stoqk in thp New Haven it is only a question
of time until virtual control of the latter system will be
in the hands of the Pennsylvania. When that time
arrives it can only mean the absorption of the Boston &

Maine by the Pennsylvania, as can readily be seen by
simple arithmetic. With the Pennsylvania in control of
the New Haven, and the latter, through the Boston Rail-
road Holding Company, owning 29 per cent of the Boston
& Maine, coupled with the 17.5 per cent holdings in.the
Boston & Maine by the Pennroad Corporation, a friendly
affiliate of the Pennsylvania, this gives the latter railroad
control of rising 46 per cent of the capital stock of the
Boston & Maine. By an additional purchase of less than
4 per cent of Boston &,Maine ..stock by thfe Pennsylvania
or by its friendly, affiliate, the Pennroad Corporation,
absolute control of the Boston & Maine Railroad passes
to the Pennsylvania Railroad. In other words, the con-
trol of one of the largest New England Railroad sys-
tems passes from our own midst and rests in foreign
hands. Whether such a situation would be for the best
interests of the people of Massachusetts or detrimental
thereto is, briefly, the question confronting your Com-
mittee.

Many suggestions were made and various plans were
offered as a remedy for the problem confronting the Com-
mittee. Briefly these may be summarized-as follows:

1. To allow the railrqads..to remain as they,are.
2. To allocate the Boston & Maine Railroad to some

trunk line railroad system.
3. To join the Boston Maine and the New York,

New ; Haven & Hartford-Railroadsynto one system.
4. To unify jNew England Railroads excepting

the Boston & Albany and ,the- Central Vermont into one
great system.

5. To pass some restrictive legislation in respect to
holding companies.
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6. To invoke aid from the Federal courts restraining
the acquisition of further holdings in our railroads by
alien corporations, either railroad or holding companies.

7. To petition the Congress of the United States for
restrictive legislation in respect to the activities of hold-
ing companies, especially in the acquisition of stock in the
railroad corporations of the country.

While your Committee feels that some restraint (in the
form of legislative enactment) should be placed upon
alien interests from further enlarging their holdings in the
railroad systems operating in our Commonwealth, yet
it is mindful to the extent to which this restraint should
be carried.

It should be borne in mind that in the past our local
railroads have at times been somewhat crippled in respect
to their finances. The only basis on which we can judge
the future is by the happenings in the past. In those
times of stress the Boston & Maine sought and obtained
financial aid from the New Haven, even though that
railroad could well have used the money advanced for its
own needs. The New York, New Haven & Hartford
Railroad in turn was aided to a considerable extent, when
in need, by the Pennsylvania. We cannot well, then,
legislate so as to prevent this friendly aid in times of
necessity.

On the other hand, the question may well be asked,
How far shall this friendly aid be permitted to go before
alien interests have obtained such a hold on our railroad
systems as to become unfriendly?

Your Committee is opposed to any further extension
of the holdings by foreign corporations in our local
railroads.

Our statutes now provide that no corporation “shall
purchase, acquire, etc., more than ten per cent of the
total capital stock of any domestic corporation author-
ized to carry on within the commonwealth the business
of a railroad.”

Unfortunately the provisions of these statutes can
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only apply to Massachusetts corporations, leaving the
field wide open to purchases in excess of 10 per cent of
the capital stock of our railroads by alien corporations.
This is being accomplished by the purchases of these
shares by so-called holding companies chartered and
operating in foreign States.

Your Committee felt that a check could be placed on
this method of circumventing our laws by curbing the
voting power of these stocks held by foreign holding com-
panies. With this thought in mind the Attorney General
was appealed to as to the legality of such an act. His
reply was in the affirmative and he furnished your Com-
mittee with a copy of an act which would amend the
present statutes by prohibiting the exercise of voting
power in the capital stock of any Massachusetts char-
tered railroad in excess of 10 per cent of the total capital
stock, and providing penalties for violation thereof. This
act is appended hereto and made a part hereof, and is
entitled “An Act limiting the right to vote stock in
domestic railroad corporations.” Your Committee ear-
nestly recommends the passage of this act.

As a further check the Committee felt that some law
should be enacted to compel the disclosure of the bene-
ficiary for whom large blocks of stock in our railroads are
purchased by brokers and others. Following out this
suggestion the Attorney General has prepared the draft
of an act covering the situation which is appended hereto
and made a part hereof and is entitled “An Act requiring
the disclosure of the true ownership of stock in domestic
railroad corporations.” Your Committee earnestly rec-
ommends the passage of this act.

These two acts in the opinion of the Committee will be
extremely beneficial and will tend to curb the further
acquisition of large blocks of stock by alien interests, and
is as far as the Committee feels it wise to go by legislative
enactment at this time.

Your Committee cannot but feel that a considerable
amount of the responsibility for existing conditions as
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relates to our railroads, as well as to any remedial plans for
their future, rests upon our investing public itself. For
illustration: According to the statement of President
Atterbury of the Pennsylvania Railroad, before your
Committee on February 19 last, the Pennsylvania Rail-
road owned 14.35 per cent of the common and preferred
stocks of the New York, New Haven & Hartford Rail-
road, and the Pennsylvania Railroad and the Pennroad
Corporation together owned slightly more than 21 per
cent of the stock in this same railroad. In addition the
Pennroad Corporation owned 17.5 per cent of the stock
of the Boston & Maine Railroad.

Against this, consider, according to President Atter-
bury, that on December 31 last there were in New Eng-
land 30,535 stockholders of the Pennsylvania Railroad,
or in number of stockholders, 13.08 per cent of all the
stockholders of that'vast system. This stockholding in
New England represented 12.31 per cent of the total out-
standing capital stock in the Pennsylvania Railroad. The
market value of these New England holdings in the
Pennsylvania Railroad, still quoting President Atterbury,
was over $100,000,000. New England investors also had
large holdings in Pennsylvania Railroad bonds.

To the foregoing may be added the fact that the
Pennroad Corporation, a foreign corporation, has 18,418
stockholders in New England, or 12.7 per cent of the
total number of its stockholders, owning 8.4 per cent of
its total capital stock, with a market value of $6,000,000.

In other words, the holdings in these two foreign cor-
porations, so closely affiliated, by the New England in-
vesting public represents the enormous sum of over
$106,000,000.

It can readily be seen that it is the New England in-
vestors themselves who have in a large part furnished
the sinews, of; war enabling the Pennsylvania Railroad,
through its stock purchases, to obtain the hold on our
New England railroads that it now possesses.

Your Committee is of the opinion that one of the
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surest and safest means of defeating future foreign con-
trol of our railroads would be by a unification of the
New England railroad lines, excepting the Boston &

Albany, which is under lease to the New York Central,
and the Central Vermont, which is controlled by the
Canadian National, as well as both Canadian lines, into
one great New England System. This system would
include the New York, New Haven & Hartford, the
Boston & Maine, Maine Central, the Bangor & Aroos-
took, and the Rutland, together with connecting leased
lines. In other words, these would include System No. 1
and System No. 2, as proposed by the Interstate Com-
merce Commission, and as shown on the maps in the
United States Daily of January 2, 1930, copies of which
are on file in the office of the Clerk of the House of
Representatives.

Some of the benefits which would accrue by such a
consolidation may be summarized briefly as follows:

Greater strength in gross mileage, and in equipment.
Greater strength in financial resources.
Greater strength in the wealth of business and manu-

facturing territory served.
Savings in operating costs without any great upset in

the labor situation.
In this connection the statement of Daniel Willard,

President of the Baltimore & Ohio Railroad, is so illumi-
nating that the Committee incorporates it in this report
and unqualifiedly endorses the same. He was asked this
question in relation to the unification of the New Eng-
land Railroads: “Would that tend to decrease the num-
ber of employees on these different systems?”

His reply was, “Ultimately.”
He was then asked this further question: “Would that

be reflected in a large body of men being thrown out of
employment?”

Mr. Willard’s answer was: “Ultimately. They would
not be needed. The question is, is it economical or de-
sirable to permanently employ three men where two men
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are employed. You have asked something there that I
want to be frank about. I have said in the case of the
Baltimore & Ohio, where we are meeting that problem in
working out other combinations, that I do not think men
should be summarily dismissed because of combinations,
but men die, they resign, they are dismissed for cause,
they get too old, and all that sort of thing, and only a few
years would be necessary if when men did have to give up
in the service young men would not be employed to take
their places. It does not take so long to bring that about,
and you bring about that permanent reduction which
would make it economical. That is the way I would favor
doing it. I do not think that would mean any hardship
on anybody.”

Such a consolidation would give New England rail-
roads direct connection with two ports on the Great Lakes,
viz., Ogdensburg and Oswego, and also give access to the
coal fields of Pennsylvania so extremely vital to the
needs of Massachusetts as well as to the rest of New
England.

Such a consolidation would give direct connection with
all the “big four” systems, to wit, the New York Central,
the Pennsylvania, the Baltimore & Ohio, and the Chesa-
peake & Ohio-Nickel Plate, giving New England shippers
the advantages of either trunk line for shipment and
forcing the trunk lines into sharp competition for New
England’s business.

A system such as outlined could stand up against the
business onslaught and competition of the trunk lines.

A further solution of the matter might be by appeal
to the Federal courts to force the Pennsylvania to divest
itself of its holdings in the New York, New Haven &

Hartford Railroad, or by a petition to the Congress of the
United States that it enact legislation restricting or lim-
iting the purchase or acquirement of shares in railroad
corporations by holding companies.

Upon these last two questions the Committee makes
no recommendations, but leaves the matter in the hands
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of the properly constituted authorities for such action as
they may deem wise and expedient.

CONDE BROUBINI
Senate Chairman.

ARTHUR A. HANSEN,
House Chairman.

WILLIAM R. THOMAS.
A. M. ESTABROOK.
PATRICK J. WELSH.
PATRICK F. NESTOR.
HERMAN PEHRSSON.
LOUIS E. HATHAWAY.
CHARLES A. KELLEY.

I am in accord with the Committee report excepting
that part referring to a consolidation of the Boston &

Maine and the New York, New Haven & Hartford Rail-
road and other railroads, which I think is detrimental to
the welfare of the employee.

JAMES G. MORAN.




