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(By order of the committee, the following papers are printed in
connection with the statement of Mr. Lesley :)

Argument on behalf of the Association of American Portland Cement
Manufacturers, in reference to the purchase of American materials
for use in the construction of the Panama Canal.

THE POSITION OF THE PANAMA CANAL COMMISSION.

The position of the Panama Canal Commission in this matter is
stated in letter by the secretary, Joseph Bucklin Bishop, under date
of April 16, 1906, copy of which is appended herewith. This letter
states that the last purchase of Portlang cement for the canal was of
foreign Portland cement; that the lowest bid received on American
cement was 37 cents higher than the lowest bid on foreign cement,
and that 20,000 barrels purchased would have cost $7,400 more, if the
use of foreign cement had been prohibited, and that “ the policy of
the Commission was, if the prices had been anything like equal, home
concerns would have been favored.”

In his testimony before the Senate Interoceanic Canal Committee,
as reported in the New York Evening Post, Secretary Taft, being
interrogated as to the purchase of American material for use on the
canal, stated: “ The policy of the Government was to build the canal
as cheaply as possible, buying materials in the open market ” (regard-
less of the fact whether they were manufactured in the United
States or not). ,

In reply to a question by Senator Dryden he said further: “ The

uestion now is the duty of the Executive to decide where purchases
shall be made, and if Congress does not take any action, 1t will be
understood that the decision is to pursue the course I have laid down,
namely, open-market purchases.

« quldp you prefer action by Congress? ” inquired Senator Dryden.

“T would much prefer to have Congress legislate,” replied Secre-
tary Taft.

The above two statements summarize, so far as is known, the posi-
tion of the Panama Canal Commission and the Government in refer-
ence to purchase of American material for use in the construction
of the Panama Canal work, and it is not in criticism of this action,
but in furtherance of the Secretary of War’s preference that Con-

should legislate, that this committee appears before your honor-
able body to show why it is the duty of Congress to legislate in favor
of American materials, and why such legislation will procure the
cheapest materials and enable the Government to build the canal as
“ cheaply as possible.”

WHO ARE INJURED BY THE OPEN-MARKET PURCHASES.

First. The American manufacturer, American labor, and other
American interests who depend upon the production of materials in
this country.

Second. American coastwise commerce, interchange of American
commodities with South American republics.
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FACTS THAT MAY BE ADMITTED.

First. That there is no duty on materials entering the Panama
Camil Zone and intended for use in the construction of the isthmian
canal.

Second. That the only direct steamship line from New York to
Colon is the Panama gteamship Line, directly controlled by the
Isthmian Canal Commission.

Third. That American Portland cement is in every respect, so far
as quality is concerned, the equal of any Portland cement manu-
factured 1n the world.

HISTORY OF THE LETTING OF PORTLAND CEMENT CONTRACTS FOR THRE
PANAMA CANAL. .

The first specifications for Portland cement for the Panama Canal,
issued October 20, 1904, specified “American Portland cement,” and
bidders were asked to name the price delivered at Colon—

(a) “Shipped by way of New York by Panama Railroad steamers,
with freight from New York to Colon paid by the Commission,” or

(d) « ghip ed from any convenient port, freight and all other
charges paid gy the bidder.” )

At this letting there were nine bidders, all American, and the con-
tract went to an American manufacturer.

Circular No. 268, of August 23, 1905, of the Panama Canal Com-
mission called for a proposal on 20,000 barrels of “ Portland cement,”
and— :

(a) Stipulated “ Portland cement,” leaving the word “American ”
out; . '
(6) “Delivery only by steamship.”

At this letting ten bids were received, five of which were for for-
eign cements; and the contract went to a foreign cement manufac-
turer, at 37 cents per barrel less than any American tender.

(This is the letting referred to in Mr. Bishop’s letter.)

Circular No. 301, on which bids were received on March 19, 1906,
* Portland cement ” is asked for, the word “American ” being again
omitted, and it is specified that all articles are to be delivered C. %aF
on dock (by steamer) at either Colon or La Boca.

At this letting nine bids were received, all of which were for for-
eign cement.

It will be noted from the above—

First. That the word “American ” has been stricken out in the two
latter specifications. .

Second. That shipments must be made by steamer.

AMERICAN FREIGHT RATES.

The only direct steamship line from New York to Colon is that
controlled by the Isthmian Canal Commission, and in the specifica-
tions of that Commission the deliveries of cement are in such small
lots that no contractor would charter a steamer for so small a ship-
ment as 600 tons of cement at a time—the amount required—and thus
the American manufacturer to make deliveries, is limited—on the
Atlantic coast, at least—to a single line of steamers doing a general
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business, which line is controlled by the Isthmian Canal Commission.
This line names the arbitrary rate of $5 a ton of 2,000 pounds on
cement, to apply on the requisition covering deliver{ of cement up to
December, 1906. This is at the rate of $1 per barrel.

It will be noted in these latter specifications, deliveries by schooner
or other coastwise vessels sailing under the United States flag, and
doing business along the coast of the United States, handling mate-
rials in small lots, are excluded, and the deliveries must be made by
steamers from this country, thus limiting practically the delivery of
cement on these latter contracts to shipments on a line of steamers
controlled by the Isthmian Canal Commission.

FOREIGN FREIGHT RATES.

There are a number of lines of steamers running from England,
Belgium, Germany, etc., touching at Colon, carrying general cargoes
to South American ports, and on these steamers rates as low as 60 to
68 cents per barrel on Portland cement can be made, though the dis-
tance is about double that from New York to Panama. Further
than this, tramp steamers going to South American ports from Eu-
rope for return cargoes have named rates for delivery of cement at
Colon as low as 45 cents.

THE FREIGHT SITUATION.

Thus, on the question of freights from the United States for Ameri-
can goods, destined for American work and to be paid for by Ameri-
can money, an American line of steamers controlled by the Isthmian
Canal Commission, created by an American Congress and operated
under this American Commission, names a rate so high as to prac-
tically exclude American materials from any competition whatever,
and the Commission controlling this steamship line names the speci-
fications, so as to exclude all American coastwise sailing commerce
from any competition with its own line, and permits foreign steamers
to land at its docks and deliver foreign goods to the exclusion of the
American product in American bottoms.

Further than this, it will be noted by the letter of the Panama
Steamship Company (filed herewith) that the Isthmian Canal Com-
mission, a branch of the United States Government, or the Panama
Steamship Company, which it operates, is actually doing everything
which the railroads of the country, operated by individual owners,
are alleged to be doing, to the injury of the public.

The last letting of cement for the Panama Canal was March 19,
1906. Under the discriminating clauses limiting the size of cargoes
to lots too small for the chartering of a steamer, and under the dis-
criminating clauses excluding any deliveries except in steamships,
it will be noted that at that time by the terms of the specifications,
the Isthmian Canal Commission drove American manufacturers to
make their bid based upon a freight rate of $5 a ton, which was the
rate exacted by the single line running to Colon, which line was con-
trolled by the Isthmian Canal Commission.

It will be noted further, by the same letter, that the rate made to
American manufacturers, up to and including March 19, the day on
which the bids were closed, was $5 a ton, and that immediately there-
after (namely, March 21) this line of steamships, controlled by the
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Isthmian Canal Commission, made practically a “ midnight tariff,”
reducing the rate to $4.50 a ton, at a time when it was too late for
American manufacturers to avail themselves of it, and when it was
thus directly discriminating in favor of foreign manufacturers.

As has been shown above, foreign freight rates from London to
Colon, 4,742 miles, and Hamburg to Colon, 5,049 miles, average
from 45 to 70 cents a barrel, as against the issued rate of $1 a barrel
by the Panama Steamship Line. The distance from New York to
Colon is 1,972 miles, or less than half the distance.

Assuming that the Panama Steamship Line, managed by the Isth-
mian Canal Commission, a part of the Government, coul(f' transport
freight half the distance and make a profit at the same rate that for-
eign vessels could carry double the distance and make a profit, the
result would have been that, assuming that the American steamers
charged 57 cents a barrel instead of $1, thus meeting the average of
foreign freights, there would have been a profit to the Panama Steam-
ship Line—

By its freight rate of $1 per ton, of ________________ . $8, 600
Against a loss by the purchase of American cement, as per Canal Com-
mission letter of Mr. Bishop, of___ 7,400

1

Thus showing a profit to the Isthmian Canal Commission, through
its steamship line, of e e e e 1, 200

had the gurchase of American materials been made and proper rates
been made to American shippers, to say nothing of the gain to the
country by fostering its industries.

SUMMARY OF THE CASE.

Summing up this matter, it may be divided into two branches:

Quality of American Portland cement.—The Isthmian Canal Com-
mission 1s under the control of the War Department. The United
States Army engineers, who are doing all the important work for
the War Department, specifiy “American Portland cement ” for all
their work. The Isthmian Canal Commission, composed of distin-
guished engineers, at their first letting specified “ American Port-
Tand cement.” This seems to settle the question of quality, Ameri-
can lg’ortland cement being equal to any Portland cement in the
world.

Exclusion due to high freights—Assuming the quality to be as
stated, the enhanced cost of American Portland cement on the Isth-
mus of Panama is due to the discrimination by the Isthmian Canal
Commission against American articles, by—

(@) Striking the word “American ” out of the specifications; and

(b) By limiting the deliveries to steamers and naming over its
own line an arbitrary freight rate, working directly in the interests
of the foreigner.

CONCLUSION.

In conclusion, upon this state of facts, it may be said that not onl
has the American manufacturer, paying for American labor wit
American money, the right to be afforded an opportunity to supply
material upon a work done by the American Government with Ameri-
can money, for an American canal, through an American Isthmus,
but further, the American coastwise commerce is entitled to an oppor-
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tunity to competition, for the delivery of the shipments of American
cement upon this work, on fair terms with European vessels.

It is respectfully urged that in making appropriations to the Canal
Commission for future work, that the same be limited to be expended
only for material of American manufacture, and shipped in Ameri-
can vessels (sailing or steam).

PHILADELPHIA, PA., April 84, 1906.

WasHineTON, D. C., April 16, 1906.

Sir: In the absence of Mr. Shonts, I have the honor to acknowledge
the receipt of your letter of the 16th instant, transmitting a com-
munication from the Hon. William Lorimer, dated the 10th instant,
inclosing a letter from the Chicago-Portland Cement Company, bear-
ing date April 2, 1906, with reference to the last purchase of Port-
land cement by the Isthmian Canal Commission on October 7, last.

‘When the lot of cement in question was purchased a number of bids
were received on American cement and a number also on foreign
cement. The lowest bid received on American cement was 37 cents
per barrel higher than the lowest bid on foreign cement. After full
Investigation and test the lowest bid was accepted and the cement
furnished on the contract has proven to be very satisfactory. As the
quantity of cement purchasedp at that time was 20,000 barrels, you
will note that this lot of cement would have cost $7,400 more if the
use of foreign cement had been prohibited.

The statements made in the communication from the Chicago Port-
land Cement Company as to the desirability of purchasing materials
needed in the construction of the canal as far as possible in the United
States are fully appreciated, and where prices have been anything
like equal home concerns have been favorecﬁ : ‘

I think you will agree, however, that in the case of the lot of cement
in question the Commission would not have been justified in paying
$7,400 more for American cement than for foreign cement, particu-
larly in view of the fact that there was no doubt as to the quality of
the foreign cement being fully equal to that offered by the lowest
bidder on American cement.

Very respectfully, JoserH BuckrLin Bisuop,

Secretary.
Hon. A. J. Hopkins,
United States Senate, Washington, D. C.

Panama Ramroap Company,
New York, March 30, 1906.
Unitep BuiLpine MaTteriaL CoMPANY,
320 Broadway, New York.

Drar Sirs: In reply to your inquiry of even date regarding rate on
cement from New York to Colon, we beg to say that the present figure
by our line is $4.50 per ton of 2,000 pounds. This rate became effect-
ive on the 21st instant. The rate from December 31, 1905, to March
31 this year was $5 per short ton.

Yours, truly, R. L. WALKER,
Traffic Manager.
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SOME STATISTICS OF THE CEMENT INDUSTRY IN AMERICA.
[By R W. Lesley, vice-president American Society for Testing Materials.]

I bave been asked to give you in very brief form a few figures on
the growth of the American ‘Portland cement industry, with which
I have been connected for many years. '‘Of course much of what I
have to say is ancient history, because it is only ancient history from
which diagrams can be made; and as the principal part of what I have
to say to you to-day consists of diagrams, you can understand that
ancient history is the essential part of my discourse.

The American Portland cement industry is one of the remarkable
developments of the past twenty years; in fact it might almost be said
of the past ten years. The words ‘‘ cement” and ‘‘concrete” to-day
seem to the engineer almost as familiar asiron and stone, so far as con-
struction is concerned, and the engineering papers are filled with articles
of the most interesting character, describing the various forms of con- .
crete and reinforced concrete construction, and yet it is quite within
the knowledge of the writer in his early cement days that to find a
single paragraph in the scientific papers of this country, or even of
England, referring to this subject was the occasion of more or less
re]‘(gcmg.

hen we talk of the consumption of an article, the use of an arti-
cle, and the growth of an industry, we may generally find that alon
parallel lines will be the growth of the literature of the subject. This
18 one of the interesting developments of the growth of the industry
to those who have been for years connected with it.

In speaking of this subject I want to call your attention to a diagram
showing, by the comparative height of a cement barrel, the growth of
the American Portland cement industry. These figures speak for
themselves, and if the table were brought up to the present period by
adding the year 1903, for which values are soon to ﬂe published, the
results would be even more remarkable. These barrels pictorially tell
the tale of the development of the industry, and emphasize more than
words could what American manufacturers have been doing.

It will be remembered that in the seventies practically aﬁ the Port-
land cement consumed in the United States came from abroad, and
that foreign cement, especially the German and English brands, had a
reputation which it was difficult to overcome ang commanded the
market for all large work. The difficulties of the establishment of
American Portland cement have been told in other papers by the
writer, and it is needless to repeat them here; but the diagram which
follows shows for the past twenty years the relation of the American
production to the imports of foreign cement, and how gradually
American production has overtaken importation, until the latter bears
but a small percentage to the enormous consumption of Portland
cement in this country. This table shows the domestic production
and imports of Portland cement from 1882 to 1902.

At the beginning of this period we made 17,000 tons of Portland
cement and about a million tons of natural cement, and imported about
74,000 tons of Portland cement. Until 1897 the production of Amer-
ican Portland cements was much less than the foreign importations,
but in that year it forged ahead rapidly. This growth was due to a
number of causes, of which an important one was the sudden realiza-
tion by engineers that there was nothing to prevent the manufacture
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of good Portland cement in this country except their refusal to buy it.
About that time specifications were recast so as to accept material made
in this country which was of satisfactory character. When users of

1
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THE GROWTH OF THE AMERICAN PORTLAND CEMENT INDUSTRY AS SHOWN BY THE COMPARATIVE
EIGHT OF A CEMENT BARREL.

cement found how easily their requirements were met by American
producers, they began to call for finer grinding than before, higher
tensile strengths, and other properties. g‘hese specifications improved
the quality of the American product until to-day it is the equal of that
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COMPARATIVE DIAGRAM S8HOWING DOMESTIC PRODUCTION AND IMPORTS OF PORTLAND CEMENT,

of any country. Under such conditions it is not surprising that the
foreign imports have fallen off materially of late.

Portland cement, however, is not the only cement that this country
produces, because since the early days of canals the United States has
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been one of the great producers of natural cement, and much important
work has been done for years with such good cements as those made
in the Cumberland, Lehigh, Louisville, and Milwaukee cement districts.
These were the first cement works of the country, and an examination
of the census report for 1850 shows there were 35 cement works in
the United States. all making natural cement. and baving a daily
capacity of 14,500 barrels.

he following table shows the relation of natural and Portland
cement to each other in this country and the remarkable growth in
the annual output per individual cement plant as compared with the
early figures of 1850:

Production and consumption of natural and Portland cement in the United Slates and
arerage productive capacity of American cement mills.

1 Domestic Number Total Barrelsof Barrels of

Popula- produc- Total per of mines number Portland natural

Census year. tion. tion, in “’pl'ltr‘,“&;“ or quar- of barrels cement | cement

barrels. POURUS- “riesa  permill. per mill.| per mill.
1850. ... oo | 23,191,876 509,110 6.5 35 14,516 14, 546
1860. .. 1 31,443,321 b 767,050 7.3 14 ¢54,790 ... , 790
1870.. 34,558,371 b2,033.893 15.8 45 45,198 ... 45,198
1880. . 1 50,156,783 2,072, M43 d13.9 MR 74,034 ... 74.034
1890. . 62,622,250 7,776,616 d30.2 " €79 98, 438 118,113
1900. . ' 76,303,337 16, 865, 539 d 80,8 S114 147,940 130, 990
1901.. ... 80,000,000 * 19, 796,918 d94. 8 g116 170,720 118, 080
1902. .ot , 81,500,000 25,274,949 a123.7 h127 199,016 129, 750

a Establishments. '

b Estimated from reported valuation at §1 per burrel.

c Estimated from reported valuation at §1 per barrel. and assurned to be all natural rock cement,
dIncludes imports.

e Portland, 16; natural, 63.

J Portland, 50; natural, 64.

g Portland, 56; natural, 60.

h Portland, 65; natural, 62.

These figures show that in 1850 there were 35 cement mills in the
country, all making natural cement and having an average annual
capacity of 14,500 barrels a year. In 1890 there were 16 Portland
cement mills of an average capacity of 21,000 barrels, and 63 natural
cement mills with an average output of 95,400 barrels. 1n 1902 there
were 65 Portland cement mills averaging 265,000 barrels, and 62 nat-
ural cement mills averaging 199,000 barrels.

From the above an excellent opportunity is afforded of comparing
the relation of the natural cement industry to the Portland cement
industry in this country, and, when taken in connection with the fore-
going table of imports of foreign cement and manufacture of Ameri-
can Portland cement, give an excellent idea of how Portland cement

of American manufacture is gradually taking the place of all other
cements in this country.

Still more marvelous is the growth in the consumption of natural
and Portland cement per capita in this country. In 1850, when con-
struction based on scientific principles was in its early days, each citi-
zen required an average o}) 6.5 pounds. Just before the civil war
ahout 7.3 pounds were enough. In 1870, when things were doing
well generally, 15.8 pounds were ample. In 1880, after the Northern
Pacific episode, when construction was checked, the necessities of the
average citizen fell to 13.9 pounds. In 1890, however. people were
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realizing that permanent construction was desirable, and 50.2 pounds
were required. By 1900, 89.8 pounds were necessary, and in 1902
this figure rose to the surprising total of 123.7 pounds.

In addition to the fact of this great consumption in the United States
and of the fact of the decrease in imports, it is an additional source of
%ratiﬁcation to American manufacturers to know that the imports of

ortland cement to the United States during the present year 1904
are not likely to exceed 500,000 barrels, an amount just about equal to
American exports of Portland cement.

The figures above practically show the condition of the trade in this
country, but for purposes of comparison for those who are looking
into the production of Portland cement as a world industry it may be
stated that this country to-day has a producing capacity of nearly
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30,000,000 barrels, and, according to the best figures obtainable for the
ear 1903, actually produced 21,000,000 barrels, all of which was used
ere. Germany, which is recognized as the leading world’s producer,

had in 1903 a capacity of 30,000,000 barrels, sold about 20,000,000—

of which 4,500,000 were exported—leaving the consumption of Ger-

many about 15,000,000 barrels, as compared with the consumption of
this country of 21,000,000 barrels of American manufacture and

2,500,000 barrels of imported manufacture, and about 500,000 barrels

of slag cement, a total of 24,000,000 barrels. It is thas seen how fast

our country is coming to the front as a great consumer of Portland
cement. -

In connection with all the foregoing, it may be stated that most of
these important results are due to American engineers and their faith
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in the American product, and much more will be due to our own
society, by reason of the care and attention it has given to the prepara-
tion of standard specifications for Portland cement. These specifica-
tions which are before our body to-day have been prepared by a joint
committee, composed of representatives of the American Society for
Testing Materials, American Society of Civil Engineers, American
Railway Engineering and Maintenance of Way Association, and the
Association of Portland Cement Manufacturers, under Prof. George
F. Swain as chairman.

Needless to say, the task has been long and arduous, bat it is hoped
not a thankless one. It is the belief of the writer that when specifi-
cations for Portland cement have become standardized in this country, as
they will certainly become through the work of our society, there will
be no limit to the growth of the industry. The standardization of
specifications will allow manufacturers to produce a more uniform
and regular and, by the very fact of standardization, a cheaper article,
and consumers wil{ have an article of the best quality, thoroughly
governed in its production, and one which will in the next period of
our growth prove the cheapest and safest of building materials.
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CoMMITTEE ON INTEROCEANIC CANALS,
UNITED STATES SENATE,
Washington, D. C., Tuesday, May 1, 1906.
The committee met at 10.30 o’clock, a. m.
Present: Senators Millard (Chairman), Kittredge, Dryden, Morgan,
and Simmons.

TESTIMONY OF RICHARD L. WALKER, ESQ.

Mr. WALKER was duly sworn, and testified as follows:

The CHalRMAN. Please give your name and address, Mr. Walker.
\IMYL WaALKER. Richard i Walker; 52 Cambridge place, Brooklyn,
AN . .

The CuairMaN. And your present occupation?

Mr. WaLker. Traffic manager of the Panama Railroad Company.

The CHAIRMAN. And in what way were you employed before you
became traffic manager of that road?

Mr. WaALKER. Fora yearand eight months I was manager of Down-
ing’s American Dispatch.

The CHAIRMAN. In New York?

Mr. WALKER. Yes, sir.

Senator SimyMoNs. Whatisthat? What is the business of Downing?

Mr. WaLker. R. F. Downing are custom-house brokers and for-
warding agents in New York, and the particular business that I had
charge of was the making of through rates from points in Europe to
points in the interior of the United States, by combining the trans-
portation charges in Europe with the ocean carriage to New York or
Boston or Baltimore or other ports, and the railroad rates from the
coast to the interior.

The CHaIRMAN. Prior to that time what was your occupation?

Mr. WALKER. Prior to that time for twenty-three years I was with
the Ocean Steamship Company, of Savannah, which is a corporation
that belongs to the Central Railroad of Georgia.

The CHalrMAN. Were you stationed then in New York?

Mr. WauLkeR. Yes, sir. For eight years I was the New York man-
aging agent.

The CHATRMAN. And now you have charge of the regular transpor-
tation of the Panama Railroad?

Mr. WALKER. Yes, sir.

The Crarrman. Of the traffic on that road?

Mr. WaLKER. Yes, sir.

P c—voL 4—07—5 3031
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Senator MorcaN. Have you charge of the traffic arrangements of
an{ other company ?

Mr. WaLkER. No, sir.

Senator MorGaN. How long have you been connected with the
Panama Railroad? ’

Mr. WaLkER. I am in the ninth year; eight years and a little over.

Senator MorGaN. Who was your predecessor in that office?

Mr. WaLKER. John Muir.

Senator MorcaN. Had he served the company for a long time?

Mr. WaLker. I think about four years. Noj; I think it was two
years—from 1895 to 1897.

The CHa1rMAN. Do you regulate the traffic on the ships, as well as
the road?

Mr. WaLKER. Yes, sir.

The CHAIRMAN. You have charge of both¢

Mr. WALKER. Yes, sir; the whole thing.

The CoairMAN. Senator Morgan, you might proceed with Mr.
Walker, if you are ready.

Senator MorGaN. I had supposed that one of you commercial gen-
t‘l‘?n]llc:n at the head of the table would take up these matters with Mr.

alker.

The CHairMAN. I do not know just exactly how to proceed in this
particular case.

I had always understood that the ship business was separate from
the Panama road.

Mr. WALKER. It is just one corporation—the Panama Railroad
Company.

The CHarrMaN. The ships are included in the property ¢

Mr. WaLKER. The ships are owned by the railroad company.

Senator KiTTREDGE. Do you know about the cost of doing business
across the Isthmus on the Panama Railway ¢ :

Mr. WaLker. Well, of course, you know my information in that
is secondary. I get it through the auditors, and they give me the
figures. The cost of railroad transportation on the Isthmus is about
$3; $3.06, 1 think.

Senator KiTTREDGE. That is the statement made by Secretary Taft.

Mr. WALKER. Yes. [ got it at that time. He asked me for it, and
I hunted it up in the records.

Senator MorcaN. Three dollars a ton?

Sﬁar;ator KrrrrEpGE. Three dollars and six cents per ton. Is that
rig t?

Mr. WALKER. Yes, sir.

Senator KirTREDGE. How does that compare with the cost of rail-
way transportation in this country?

Mr. WaLKER. Well, it is very, very high. Our equipment down
there is old fashioned; small cars, small locomotives. They can not
carry many tons per train. The cars have only been able to carry
about 12 tons each, and then there is that franchise tax, that puts a big
cost in there. I figure that out about, on an average, 67 cents a ton on
the commercial freight that we handled last year.

Senator KirTrREDGE. By ¢‘franchise tax” you mean the amount——

Mr. WaLKER. The $250,000 a year that was paid by the contract to
Colombia.
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Senator MoreaN. Twenty-five thousand dollars to Panama,and
$225,000 to Colombia ?

Mr. WALKER. Yes, sir.

Senator KrtTREDGE. Can you give us the average cost of transpor-
tation in this country !

Mr. WaLkER. No, sir.

Senator MoragaN. I would like to know one thing that I do not
know anything about. What do you call a ton, say of fine merchan-
dise? Do you call it a ton in weight or a ton by measurement?

Mr. WaLker. We divide the ton weight and the ton measurement,
not by the quality of the goods, but by the fact of whether 2,000
pounds measure more than 40 cubic feet or less; and on European
business they use the long ton of 2,240 pounds. So that in quotin
a rate to all of our territory, except the Pacific coast of the Unite
States, we say ton weight or measurement. Then, if we get the most
money by charging for 40 cubic feet, we charge the ton that way.
1f the most money comes by charging for 2,000 pounds or 2,240 pounds,
we charge that way.

Senator MorGaN. 1was merely trying to get some information about
it. I did not understand.

Mr. WaALKER. It is a very difficult thing for anybody to understand
that is not in the steamship business. I see every time we have to do
with a railroad man he gets all mixed up on it.

Senator SiMmons. If you had proper modern equipment, would there
be any greater cost for transportation over the Isthmus on the line of
this road than there is in this country, except this sixty-six one-hun-
dredths cent that you speak of, due to the subsidy ¢

Mr. WALKER. It seems to me that the cost of railroad transporta-
tion in a tropical country is always going be more than it is in the
United States, or in the northern part of the United States any way.

Senator StMmons. Why ¢

Mr. WaLKER. Because the labor is not so eflicient. You have got
to hire a great many more men. The wages of each man may be less.
I know, when I was with the Savannah Line, the cost in Savannah was
high as compared with the cost in New York, because they had to use
so many more men to do the same work that they would do in New
York.

The CHatrMAN. If you were operating a road here for the same dis-
tance as that, say, 40 or 42 or 43 miles, would not that add very
materially to the cost here?

Mr. WaLKER. Yes; because the expenses for the terminals there
would be the same, whether your road was a long haul or a short haul.

The CrAIRMAN. I should think the short haul would make the cost
a great deal more than where there was a long haul.

%\lr. WaLKER. Certainly.

Senator MoreaN. To prosecute my inquiry just a little further, as 1
want to understand it better; 40 cubic feet is regarded as a ton?

Mr. WALKER. Yes, sir.

Senator MorcaN. That is, by measurement?

Mr. WALKER. Yes, sir.

Senator MorGAN. And if the material that occupies 40 cubic feet is
more than a short ton, 2,000 pounds, why, you charge for the weight?

Mr. WALKER. Yes, sir.
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Senator MorcaN. Andif it is less, you charge for the measurement?

Mr. WALKER. Yes, sir.

Senator MorcaN. That simplifies it. And the European people, or
the English people, use the long ton. How many feet does that
occupy *

Mr. WaLker. They use the same thing, 40 cubic feet for a 2,240-
pound ton.

Senator MorcaN. And if the material weighs over 2,240 pounds,
they charge as you do on this side?

Mr. Walker. Yes, sir. In fact, in Germany there is another differ-
ence. They use the 1,000 kilos, which is 2,204 pounds.

Senator MoraaN. Yes.

Senator Simmoxs. How many tons did you say the average car car-
ried in Panama?

Mr. WaLKER. The little cars that we have been using would hold
12 tons.

Senator Stumons. What does the average car hold in this country?

Mr. WaLker. They are building cars very large now. Some of
them will carry 50 tons. They have put some heavy flat cars down in
the Isthmus recently, that will carry 40 tons.

Senator Sryimoxs. Have they made any change at all in the character
of t ‘e engines that they are using down there? :

Mr. WaLkER. They are getting new engines down there now.

Senator StMmoxs. New engines and larger cars?

Mr. WaLKER. Yes, sir. ‘

Senator SimmoNs. What has caused the delay in superseding this
old equipment?

Mr. VgALKER. I do not know.

Senator MorcaN. Now, Mr. Walker, through the changes in cir-
cumstances and conditions, the United States is to-day, through the
medium of the Panama Railroad, carrying on traffie arrangements
with a number of lines, as I understand it?

Mr. WALKER. Yes, sir.

Senator MorcaN. And those traffic arrangements were explained by
Mr. Drake here, who gave us a sample of bill of lading and also a
sample of a tratfic contract—the old one.

r. WALKER. Oh, the contracts that we had with the Pacific car-
riers?

Senator MorcaN. And with others, too. Those arrangements are
now conducted by current correspondence?

Mr. WaLKER. Yes, sir.

Senator MorcaN. Rather than by settled agreements?

Mr. WaLKER. Yes, sir; by the exchange of letters.

Senator Morcan. I would like to have you state consecutively, and
in your own way, what arrangements the United States is bound by in
consequence of 1ts connection with this traffic of the Panama Railroad.

Mr. WaLkgr. The corporation of the Panama Railroad is bound to
accept all the cargo that is brought to us by the lines with which we
have through-billing arrangements on one ocean, to carry it promptly
across the Isthmus, and deliver it to the carrier beyond for transporta-
tion to destination.

Senator Moracan. This obligation to accept the cargo obtains and is
in force only at the Isthmus? You do not have the same obligation
in New York? .
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Mr. WaLkER. I think, as a common carrier, we are bound to take
all cargo that is tendered to us in New York by any line bringing it
{pto New York or any individual in New York; that is, the steamship
ine.

Senator MorcaN. But do the traffic arrangements bind you to take
from other lines of steamships or other ships all the cargo they may
bring, and that you will carry it across the Isthmus on the basis of the
traffic percentage ¢

Mr. %ALKER. With the lines with which we have these through-
billing arrangements; yes.

Senator MorcaN. That is the point?

Mr. WALKER. Yes.

Senator MorcaN. That is effected by through-billing arrangements?

Mr. WALKER. Yes; we have to arrange a through-billing arrange-
ment, because the freight is always prepaid outward and collected
homeward.

Senator MorGaN. Yes.

Mr. WaLKER. I speak of Europe or New York as ‘“homeward.”

Senator MorGaN. It is paid and collected at the home port?

Mr. WaLKER. Yes; except the San Francisco business or the Pacific
coast business; and there the inititial carriers will trust the final car-
riers to make the collections.

Senator MorcaN. The rate of charges that prevails and is universal,
I think, in these allied companies, transporting companies, is 25 per
cent of the charges for freight upon the cargo that crosses the Isthmus
in either direction, if I understand it. :

Mr. WaLker. Well, that is not exactly that way. It differs. The
initial carriers publish tariffs, and they also have authority to make
special rates, down to a certain minimum, and on freight from

urope to Panama, for delivery from Panama to consumers, the divi-
sion of the through rate is 45 per cent to the railroad and 55 per cent
to the steamers.

On freight from Europe to ports of the South Pacitic beyond
Panama the through rate is divided so as to pay the railroad compan
25 per cent. On freight from Europe to Central America the rail-
road gets 234 per cent. On freight from Europe to Mexico it is 25
per cent. From Europe to San Francisco it is 24} per cent. The
rates from New York to the South Pacific divide 33 per cent to the
steamers beyond Panama and 62 per cent between New York and
Panama. Now, we subdivide that 62 per cent—55 to our steamers and
45 to the railroad company; and we allow the same divisions to apply
on business from New York by the Atlas Line—that is, the Hamburg-
American Packet Company—and the Royal Mail Steam Packet Com-

any. And from New (;rleans the divisions are the same with the
nited Fruit Company.

Senator MorcaN. The different percentages that you have just.
named are obligatory upon the United States ¢

Mr. WaLKER. For ninety days.

Senator MorcaN. They can be changed at the end of ninety days by
either party ¢

Mr. %VALKER. Yes. sir; by mutual agreement.

Senator MoraaN. And they can be abandoned by either party with-
out a mutual agreement?
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Mr. WaLker. Yes: that is, you would have to give ninety days’
notice. '

Senator MorcaN. You would have to give ninety days’ notice of the
abandonment of the agreement?

Mr. WALKER. Yes.

Senator MorGgaN. And what takes place after that is by mutual
agreement?

*  Mr. WALKER. Yes; or by arbitrary action on the part of the railroad.

Senator MorcAaN. When you come to state the different lines with
which these through-billin arrangements exist, you will state in each
case an obligation of the United States entered into by you as traffic
manager of the railroad and which is binding upon the (Government?

Mr. WaLkEr. Well, of course, we never express it that way. We
use the corporate name, and mention that we make such and such an
arrangement with you, and it is written on the letter heads of the
I;]anama Railroad Company; and I suppose most of the people that see
that—— :

Senator MorcaN. The point that 1 make is this: That the United
States, as the owner of everything that belongs to the Panama Rail-
road Company, is bound by these obligations through your transac-
tions as traffic manager.

Mr. WarLkiER. The United States owns all the stock of the road, but
the United States does not own the honds. The bondholders have
some interest there, I suppose.

Senator Morcax. That is a very remoté interest. They have no
control.

Mr. WaLkER: They have no control, except if the company did not
pay its interest on the bonds the bondholders could come in and pro-
ceed against the road.

Senator MorcaN. The United States owes every dollar of the debt
that is represented by those bonds?

Mr. WarLkeRr. The railroad company does.

Senator MorcaN. Well, the United States, if it has been subrogated
or substituted into all the obligations of the railroad and the owner-
ship of all of its property; there can not be any doubt about the United
States being the debtor to the bondholders.

Mr. WaLkER. Ithink that the United States, in the case as it stands at

resent, is like any other stockholder. It is not liable for anything

eyond its own stock. If the United States chose to repudiate the
bonded indebtedness, the bond owners could come in and close out the
road under a receivership, and sell it, and the United States stock
would be wiped out.

" Senator MorcaN. When you say it is not liable beyond its own stock,
you mean the amount of its own stock in addition to the money that
they bhave paid for the stock? They stand liable to-day to the bond-
holders for the whole amount of their stock?

Mr. WaLkEr. If the property was not worth the bonds the United
States would not be responsible for those bonds any more than any
other stockholder in any railroad is responsible to the bondholders.
In other words, if the property is not worth its bonded iudebtedness,
the holders of bonds can not proceed against the stockholders to make -
them pay any money.
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Senator MoreaN. The bondholders then have no security except the
value of the property ?

Mr. WaLKER. That is all.

Senator MoraaN. And the stockholders are under no liability to pay
ani,lmoney'beyond what they have already put into the company?

r. WALKER. Not a cent. If I were a bondholder that is what I
would think. .

Senator MoragAN. You would not like to be a bondholder under those
conditions?

Mr. WaLgger. With the United States interested in maintaining the
property, I do not see any better bonds anywhere than the bonds of
the Panama Railroad.

Senator MorGaN. My idea has been all the time, from reading the
charter, that after all the property of the railroad company was
exhausted in the payment of bonds, still the stockholders would be
liable to put up an equivalent amount of their stock in money to meet
any deficit.

Mr. WaLKER. It is not like national banks. They are the only
ones that are responsible, that I know of, for an equivalent to the
amount of their stock. A railroad stockholder is responsible for
nothing. I the stock is wiped out, he is ended, that is all.

Senator MorcaN. He has got a better show then than the stock-
holder in the national bank? ’

Mr. WALKER. Yes, sir. The poor national bank fellows have to
put up money equivalent to the amount of their stock.

Senator MorcaN. But you do not think the United States could
afford to stand by and see the bondholder paid one-half of his debt
only, do you?

Mr. WaLker. No, sir.

Senator MorGAN. And not pay the balance?

Mr. WaLKER. No, sir.

Senator MoreaN. So that, in point of fact, it is equivalent to the
proposition that the United States would pay in full every bond?

Mr. WaALKER. Yes, sir. :

Senator MorgaN. With all the interest coupons attached to them, in
the event that the sale of the property of the railroad company was
not sufficient for the purpose?

Mr. WaLkgRr. I think that the United States would take the moral
standard that they should pay the whole thing.

Senator MoraaN. That is one we will never depart from.

Mr. WALKER. Yes, sir. '

Senator KITTREDGE. You were speaking a moment ago about the
division of freight earnings between different lines?

Mr. WALKER. Yes, sir.

Senator KitTrEDGE. Do you make a division of freight earnings as
between the steamship and the railway company ?

Mr. WarkER. Yes, sir.

Senator KITTREDGE. On what basis?

Mr. WaLkER. 1 mentioned that.

Senator KirTreEDGE. 1 did not hear it.

Mr. WaLKER. The revenue between New York and Panama is sub-
divided between the railroad and the steamnship company, 45 per cent
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to the railroad and 55 per cent to the steamships: not the steamship
company. but the steamships.

Senator KitTTREDGE. That is what I mean. Mr. Drake, in testify-
ing the other day, as 1 understood his statement, told us that the
division was 25 per cent and 75 per cent. He is in error about that?

Mr. WaLkER. We get 25 per cent, practically. out of all the through
business; that is, the business that goes bevond the Isthmus. It is
handled by two steamship lines, one on each side, and that through
freight is divided. 25 per ceut to the railroad: not on New York, but
where there are other steamship companies. because we take the whole
revenue from New York to Panama, whether it goes beyond Panama
or not, and subdivide that, 45 per cent to the railroad and 535 per cent
to the steamship company or the steamships. Taking. for instance,
New York to San Francisco. the through rate divides 50 per cent from
New York to Panama and 3 per cent from Panama to San Francisco.
In adjusting the accounts between the railroad and the steamers for
the carrying of that. 55 per cent of the 50 per cent goes to the steamship
and 45 per cent of the 30 per cent goes to the railroad. In other
words, on the business the railroad gets practically 22} per cent of the
through rates from New York to San Francisco. :

Senator MORGAN. And the steamship!?

Mr. WaLKER. And the steamship gets 274, the two making 50 per
cent. '

Senator MorcaN. You are speaking. now. of the steamers that
belong to the railroad?

Mr. WaLKER. The steamers that belong to the railroad.

Senator MorcaN. That is what yvou are referring to!

Mr. WaLKkER. They are the only steamers that carry freight between
New York and San Francisco. The other steamers that run from New
York to the Isthmus are foreign versels and can not engage in the
coastwise traffic.

Senator KrrTREDGE. Where does the 25 per cent that Mr. Drake
mentioned come in?

Mr. WaLgER. The 25 per cent that he bas in his mind is the gen-
eral endeavor that we have made to get 25 per cent for the railroad
haul from all the steamship lines except our own.

Senator KitTREDGE. Regardless of destination?

Mr. WaALKER. Regardless of destination. Our earning, of course,
goes up and down according to what the through rate is.

Senator KitrrRepceE. Why do vou make the division in earnings
between the steamship company and the railroad!?

Mr. WaLkeRr. Well. of course. 1 found that in existence when I
joined the company. It iscustomary where a railroad has a steamship
line to divide the earnings in order to have each part stand on its own
bottom. The Panama Railroad purchased the steamships to run
between New York and the Isthmus because they were not satistied
with the service that the Pacitic Mail was giving them between New
York and the Isthmus. Of course. prior to owning their own steam-
ers they had to allow the Pacific Mail Steamship Company a percent-
age between New York and Panama, and the fact that they put in
their line made them allow their own line about what they used to
give the Pacific Mail. Of course that was done before my time, and
I am not absolutely certain as to the tigures. but that was the principle.
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Senator MoreaN. That is a8 bookkeeping arrangement. in order to
make each line of transportation stand on it own bottom ¢

Mr. WaLker. That is the size of it.

Senator MoRrGaN. Yes.

Mr. WaLKER. Of course the husiness of the railroad is the trans-
portation of traffic between Colon and Panama and in both directions:
and the only reason for their going into the steamship business is to
be able to control the through rates in ~ome way. \R’hen we had no
steamship interest in New York. why we were left at the mercy of all
the steamship lines, to take what they chose to give us. pretty nearly.
In other words, if we put our rates too high they would not take
business. Now we can keep rates hetween New York and Panama as
low as we think fit, and they, to protect their business in Panama, will
put their rates down as low or lower.

Senator KiTTREDGE. Does the fact that you make thisdivision have
any influence upon the rates charged by other steamships plying
between New York and Colon?

Mr. WaALKER. If we made the division between the railroad and the
steamship in such a way as to pay the railroad a very large proportion,
no steamship line would compete with us between New York and Pan-
ama—that is, in the division of a rate between New York and Panama
we must allow the steamships enough to attract other steamships into
the business.

Senator KITTREDGE. Does that fact intluence the division of rate
that you make via the steam<hip and railroad from New York to
Papama?

Mr. WALKER. I do not exactly catch the drift of yvour question,
Senator. I understand what you say. hut I can explain it better by a
reference.

Senator KiTTrREDGE. Explain it in your own way.

Mr. WaLKER. If we wanted to erush out any oppoxzition line between
New York and Panama we would allow the railroad. say. 90 per cent
of the through rate and our own New York steamers 10 per cent of
the through rate, and tell any other steamships that wanted to go in
that all we would give them of the through rate is 10 per cent: and
they could not afford to run. Does that answer the question that you
wanted to get at!

Senator Morcax. It does, to my mind, if vou will allow me to
state what I think the answer amounts to. This arrangement means
that you have it in your power as traflic manager—and of course this
is not intended as any personal matter—

Mr. WaLkER. I understand tbat, Senator.

Senator MORGAN (continuing): To exclude any steamships from the
trade and transportation between New York and Panama by raising
the rates on that steamship for goods passing across, if they want to
make communication to the other side !

Mr. WALKER. No; I hardly think that is in my power, because the
principle is settled by my superior officers.

Senator MoreaN. Well, whoever has it in his power personally,
that is what the working of the principle would be?

Mr. WaLker. Whoever has it in his power to fix arbitrary railroad
rates across the Isthmus would have it in his power to shut out or to
encourage business.
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Senator MorgaN. And that power does reside in the board of
directors of the railroad?

Mr. WALKER. Yes, sir. :

Senator MoraaN. I would like to get a statement from you which
I think perhaps will present this thing in a clearer light to laymen.
We do not understand these commercial matters. I find it is a very
intricate and a very important matter.

Mr. WaLKER. I have been thirty-three years in it, Senator, and I
find new things pretty nearly every day.

Senator MorGaN. Yes. The distance between London and Colon
is about what?

Mr. WaLkgeR. Something like 4,000 miles, I think.

Senator MorcaN. What would be a fair average rate per ton for
goods carried from London to Colon on a steamer ¢

Mr. WALKER. I do not think that I am in a position to answer that.
The steamers from London are large carriers, and thev make their
freight rates, in general, according to the needs of their business.

Senator MorGaN. And at the moment of time when they are trans-
acting it?

Mr. WaLkER. At the moment of time, yes, sir; the same as the
steamers from New York will change their rates. If cargo is offerin
freely, the rates stiffen.  If they can not get enough for ballast, %
have known steamers to go into the market and buy cargo to put in
their ships for ballast and send it over to the other side and sell it;
and the same thing from Liverpool to the Isthmus. I have known
cases where these large Live I steamers going to the Isthmus have
carried freight out to New Orleans, just so as to have some ballast
between Colon and New Orleans, and carrigd it at a nominal rate. So,
the shipowner feels that a fair rate is the rate that will pay him an -
interest on his investinent, and he figures to get that.

Senator MorcaN. In case a shipper or a steamship company shonld
buy cargo for ballast, as you say, between London and Colon, would
you charge 25 per cent for transporting that cargo across the Isthmus
at full rates? .

Mr. WaLkgR. Oh, yes; at the tariff rate.

Senator MorGAN. At the tariff rate?

Mr. WarLker. Yes. In that case it would work out this way: The
line from London to Colon, in connection with our railroad, being
allowed to make a rate as low as, I think it is, 30 shillings, although it
may be 35—I can not remember exactly—we would demand 45 per
cent of that rate.

Senator MorgaN. Whether they——

Mr. WALKER. Whether they got anything or not.

Senator MorGaN. Whether they were shipping goods that they had
bought or whether they were shipping for a customer?

Mr. WaLKER. Yes, sir.

Senator MorgaN. The distance between the Isthmus and Hong-
kong is about what?

Mr. WaLkER. 1 have never looked that up. It would be a guess on
my part.

Senator MoreaN. If a ship sailed from London to make connection
with a ship at the Bay of Panama, destined for Hongkong, would you
charge only for the material that you actually bauled across the Isthmus,
or would you charge 25 per cent of the rates on both tours?
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Mr. WALKER. Well, if there was any arrangement about through’
rates to Hongkong, the probability is that the Pacific carrier would
have to have a larger proportion, and that the railroad would have to
take a lesser proportion than 25 per cent. But there is no traflic of
that character.

Senator MorGaN. There is no such traffic’

Mr. WaLKER. No, sir.

Senator MorcaN. What physical fact or situation is it that enables
the railroad company and its steamers to demand this 25 per cent of
all carriers that cross the Isthmus under these traflic arrangements?

Mr. WaLkER. It was not reached by a demand. The steamshi
companies on the Atlantic were very anxious for outward cargoes, an
they were continually subjected to pressure by shippers to reduce
rates, and they could not reduce rates and pay us an arbitrary on the
Isthmus; and they asked us if we would not come into some kind of
an arrangement whereby we would prorate any rates they could get.
And after a great deal of correspondence, and a railroad rate war on
the Pacific in 1901—

Senator MorcaN. That is, with the transcontinental roads ¢

Mr. WaLkgR. This was particularly with the Pacific Mail Steam-
ship Company.

g:anator MoRrGaAN. Yes.

Mr. WarLker. We all got together and said: ** We will take a cer-
tain percentage from Panama to destination.” And we agreed with
the Pacific Mail as to how that should be subdivided. That accounts
for these odd fractions that I gave you. But we were figuring to
get, as nearly as we could, 25 per cent on the through business.

Senator KITTREDGE. Why do you say 25 per cent! Does that have
any special relation to the actual cost of doing the business?

Mr. WaLKER. No. That wasa little higher than 1 had been getting
before, and I was trying to get all the revenue I could, as a traffic
manager always does. '

Senator MorGaN. You could not have that sort of power over the
regulation of traflic, say, between San Fiancisco and London, other-
wise than from the fact that you furnish the shortest and most direct
route of communication? '

Mr. WALKER. Yes. That does not always take the traflic, either,
because there is a good deal of traffic moved from San Francisco
to London by vessels around the Horn, because they save storage.

Senator MorcaN. And your railroad line at Panama is about 46
miles long?

Mr. WALKER. The extreme length is 50 miles.

Senator MorcaN. Put it at 50 miles.

Mr. WALKER. Yes.

Senator MorcaN. Then for 50 miles of transportation you would
get 25 per cent of the entire freight from London to San Francisco*

Mr. WALKER. About that.

Senator MoreaN. That is an immense leverage.

Mr. WaLkeRr. Of course the question of cost comes in again. 1t is
not the length of the road; it is the question of the cost of maintaining
that road.

Senator MoraaN. [ understand that; but it is an immense leverage
as compared with the distance between London and San Francisco.
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You take 50 miles of it, and you charge 25 per cent of the entire
freight between London and San Francisco for crossing the Isthmus?

Mr. WaLKER. Yes, sir.

Senator Morca~N. Now, you would not do that for any steamer or
any steamship company that was not in the regular traffic and bhad not
made a traffic arrangement with you for through billing?

Mr. WALKER. Anyone taking freight for the Isthmus must arrange
with us to handle the freight at the Isthmus; to see that there is a
means off getting it off the Isthmus on the other side. So, the very
nature of the case forces some arrangement. QOur position nowadays
is that we will make that arrangement with anyone. The only thing
necessary is to take it up in the first place. Of course, if an irrespon-
sible person came to us and said: ‘I am going to carry such and such
freight to the Isthmus,” and we did not know how we could get it
beyond, if they got it there, we would be likely to refuse it. But no
such thing as that has ever arisen.

Senator MoraAN. The reason why it has not arisen is not because
the traflic is not attractive, but it is because you have the power to shut
that out, is it not? :

Mr. WaLkER. No, sir; I do not think so. Of course, it is hard to
know just what decides anyone in his arrangements for a steamship
traffic. This last fall 1 was very apprehensive that the Pacific Mail
Steamship Company would not put on ships enough to handle the coffee
traffic from Central America to the Isthmus, destined to Europe. And
Tadvertised in the papers of Central America just what our rates were
from the Isthmus to Europe, making them the proportion we were
accepting on business that the Pacific Mail Steamship Company
handled. In other words, they could have gone in and made the same
rates as the Pacific Mail Steamship Company through to Europe and
had just as much money as the Pacitic Mail Steamship Company had,
if they wanted to engage in the traffic; and we could not get anybody
to go into it.

I noticed that a new steamship company was being formed in Ger-
many, a Roland Line, and I wrote to Mr. Horn to know if he would
call his steamers at the Isthmus. I never got a reply.

Two years ago I took up with the Cosmos Line the possibility of
their making a connection with us at the Isthmus, and their managing
director told me that they were not prepared to do so yet, that they
had not the steamers to make a regular service, and that they would
continue their business via the Straits of Magellan. He said he
thought they might do business via the Isthmus sometime; but it
might be in two years and it might be in ten years.

Senator MorcaN. I will get you, if you please, Mr. Walker, to give
the names of the different steamship lines with whom you have this
through billing arrangement to-day.

Mr. WaLker. The Royal Mail Steam Packet Company, from Lon-
don, Southampton, and New York to Colon; The Leyland Line and
the Harrison Line, from Liverpool to Colon; the Hamburg-Amerika
Line, from Hamburg and Antwerp to Colon; the Compagnie Genéralé
Transatlantique, from various ports of France to Colon; La Valoce,
from Italian and Mediterranean ports to Colon; the Compaiiia Trans-
atlintica, from Barcelona and Spanish ports to Colon; the Hamburg-
- Amerika Line, from New York to Colon; the United Fruit Company,
from New Orleans to Colon; the Compaiiia Sud Americana de Vapores,
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from the west coast of South America to Panama; the Pacific Steam
Navigation Company, from the west coast of South America to Panama;
the Pacific Mail Steamship Company, from San Franciscoand the way
ports of Mexico and South America to Panama. I think that is all.

Senator MoraaN. All these steamship lines make practically regular
communication with Colon and Panama!? . }

Mr. WALKER. Yes, sir; they have regular published sailing dates.

Senator- MorgaN. Yes; some of them touch at New York coming
from Europe/

Mr. WaLkER. No, sir.

Senator MoreaN. None of them touch at New York ¢

Mr. WALKER. No, sir. The Royal Mail Steam Packet Company
and the Hamburg-Amerika Line are in very active competition. The
Hamburg-American Line is branching out in all directions, and some
time ago they absorhed a steamship line from Europe to the east coast
of South America. The Royal Mail were running a line from England
to the east coast of South America, and the Hamburg-American Line
bought the English Atlas Line service between New York and the
West Indies; and the Royal Mail felt that they must get into some of
the territory that the Germans were serving, and they extended their
service from Colon to New York via West Indian ports, and they are
fighting each other as best they can on all the local business. They
do not do much on the Panama business, because they do not find
revenue enough in it, I believe. They make rates a little lower than
ours, but they sail once a fortnight and we sail every five days.

Senator KitrTrREDGE. How much business do they do hetween New
York and Colon?

Mr. WaLker. 1 do not know just how much they do between New
York and Colon local; that is, for Colon proper business. I have no
means of finding that out.

Senator KiTTREDGE. Do you not transport it across the Isthmus?

Mr. WarLgger. No; loeal to Colon.

Senator KiTTREDGE. Oh; local to Colon?

Mr. WALKER. Yes. As to the business across the Isthmus, the
Hamburg-Amerika Line gave us to carry across the Isthmus last year
9,266 tons. The Royal Mail started late in September and gave us
1,349 tons.

The Royal Mail is more of a passenger line than a freight line. I
believe their first object in going into the New York trade was tourist
business for the West Indies. They advertise it extensively. They
take their passengers to Jamaica and distribute them around through
the islands there for winter tours, and the Hamburg-Amerika Line are
doing the same kind of business.

The CHAIRMAN. Those ships sail from New York to Colon, do they
not, and land at these different points, Jamaica and other points?

Mr. WaLkER. They call at various ports.

The CHaIrMAN. And they leave from New York for Colon?

Mr. WaLKER. No; they leave from New York for some of the way
ports and then call at Colon afterwards.

The CuarirMaN. They call at Colon afterwards?

Mr. WALKER. Yes, sir.

The CHAIRMAN. When they leave Colon, do they come back to New
York or do they go to England

Mr. WaLkER. No; the Royal Mail goes back to Southampton.
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The (CHairMaN. They do not return to New York?

Mr. WALKER. They do not return to New York. Their itinerary
is from New York via the West Indies to Southampton. and from
Southampton via the West Indies to New York.

The CrAlRMAN. And with the German ships it is the same way, I
suppose ! .

g r. WALKER. No: the German Atlas Line service is entirely sep-
arate from their Hamburg service. The Atlas Line service is the
West Indian service.

The CrarrMAN. Is that a German line?

Mr. WALKER. Yes, sir.  And they make incidental calls at Colon
once a fortnight. and from Colon I think they go over to Port Limon
and load bananas for New York particularly.

Senator MorGax. All these great steamship lines have a practical
competition with steamers that are called tramp steamers’

)Ill)'ff WaLKER. Oh, all the time.

Senator Morcax. Have you ever estimated what is the proportion
in the commerce of the world of the tonnage of traffic of the tramp
steamers as compared with those in regular lines?

Mr. WaLKER. No. sir; I have never made any comparison of that.

Senator MorGaN. Are they approximately equal, do you think?

Mr. Warkgr. Well, I think that, taking the world's commerce, the
tramps probably do the most of it.

Senator Morgax. They probably do the most of it?

Mr. WaLkER. Yes; but, as between regular ports like New York
and Liverpool, the regular lines would be ahead.

Senator Morcan. At Colon and La Boca you do not get any of their
trade in the tramps?

Mr. WaLKER. There is no tramp trade on the Pacific that I know
of. When the connecting lines would not get sugar from Peru for
New York I induced William R. Grace to send a steamer up asa
tramp, and in that way broke the rates, so that the lines on the Pacific
went in and took some of that sugar business; and from here out there
are tramps loading now in New York with cargo for the Isthmian
Canal Commission particularly.

I heard the day before 1 left that a vessel had about completed
loading 35 locomotives. Of course it takes a special type of ship
to carry such cargo as that—such a quantity of cargo. And there is
another vessel loading flat cars for the Isthmus. Both of those vessels
will carry such freight as they can find in the market that wants to
move to Colon, generally for the Commission. Because of the condi-
tion of the terminals down there, the docks, they land that cargo all
up in the mouth of the canal there, and they never have approached
us as to anything about freight rates for stuff beyond. In fact, they
would not get enough of it to bother with it.

The business of the Isthmus amounts to a good deal in a year by the
accumulation of a little at a time in these ships running regularly, and
it is seldom enough accumulates to induce a tramp to go there; it is so
extended. For instance, the business on the other side reaches from
Valparaiso to Puget Sound, and that must be 8,000 miles, and the
would have to have arrangements with lines on the other side or witlz
the steamers on the other side to move it and arrangements at the
ports for handling it. A tramp seldom goes into a business where he
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has got to distribute a cargo. He wants a cargo from one place to
another port or two, or something of that kind.

Senator MorGaN. Not for transit across any continent into another
country ¢

Mr. WaLKER. Very seldom. 1 never knew any tramps to do that
kind of business.

Senator MorgaN. Theirs is rather a local business, then?

Mr. WaLkEr. Yes.

Senator MorGgaN. The Government, therefore, is employing tramps
to carry its heavy material of a peculiar sort to the Isthmus?

Mr. WaLker. Yes. Well, the Government is not employing them.

Senator MorGaN. The Isthmian Canal Commission ¢ :

Mr. WaLker. No. These engines are bought, the trade term is,
‘*“Cost, insurance, and freight” to Colon, and the shipper gets the
best arrangements he can for the transportation, so that the %}overn-
ment has nothing to do with it until the goods arrive at Colon.

Senator MoreaN. The shipper in that case is permitted to com-
pete with the steamship line between New York and Colon for freights?

Mr. WaLkeR. Oh, yes; there is no question of permission. We
do not control that at all. It is not a case of permitting. The ocean
is free to everybody; but he has got enough freight to go and get a ship
and send her out there.

Senator MoraAN. In the case of purchases of coal by the year, it is
a case of permitting, is it not? Do you not ship all the coal on the
railroad account?

Mr. WaLKER. I do not have anything to do with the movement of
the coal. I only know of it by hearsay.

Senator MoraaN. Well?

Mr. WALKER. I know that they called for bids for coal, and I under-
stood that they asked for prices delivered at Colon and also for prices
delivered at tidewater here, and none of the companies would quote
delivery in Colon. They quoted everything delivered here, at the
coast port in the United States. So that, at the same time, the rail-
road company had to call for tenders for transportation of coal betweeen
the United States port and Colon, the cost of the coal at tidewater
plus the freight, making the cost delivered in Colon, after insurance
was added.

Senator MORGAN. So that, in regard to the transportation of coal
bought by the railroad company for delivery on the Isthmus, the
steamers that sail from New York would not touch at Norfolk to take
that coal?

Mr. WaLkER. Freight and passenger steamers carrying a miscel-
laneous cargo never carry coal. Coal always goes in full cargoes. Of
course, we have utilized the colliers ourselves at times, when we
wanted to send dynamite or some dangerous cargo of that kind, which
we are not permitted by the laws of the United States to carry on
passenger steamers.

Senator MorgaN. The same is true in regard to cement. You
would have to get cargo ships to transport it, would you not?

Mr. WaLker. Well, we would take cement, and we do take large
i]ua.ntities of cement from anybody that wants to ship it at our regu-

ar rate.

Senator MorGaN. On your steamers?
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Mr. WaLker. That was written by my freizht man. I suppose.

from my ofce.

Senator Kitreepse. Why was that mate chang-d

Mr. WaLker. I made the mamw in the rate f"om noticing a criti-
“am Hefore ta:~ committee. I think one of the New York papers had
Jist mate a summary of the proce~dicys. and they said that our rates
were Ligner t.un the rates from Earope.  That is tze nirst that had
been ca..e1 to my attention. acd I lowked up the tarid of the Hamburg-
Aserican Lise. ard found that they were charging a mate per 2.240
p;.a: 1= that was equivalent to our charging £330 for 20+ pounds.

» trat I took the 50 cents off. and reduced it from 23 to &30,

lt Las Hen my aim for y-ars to cet the New York markets on the
bacis of the European markets. You <e. they found it necessary in
Europe’ to make the rates from Hamburg as low as the rates from
Eng.and. and the rates from the Mediterranean as lon as the rates
from tne northern part of Europe: so tiiat the d: dercnt places. which
are a.mry-t as wilely <eparated. you may say.as New York and England,
were ahie to ]l in the same markets. as far as freight rates were con-
U'rn‘-l “Tam tryving to get New York on the same hasis. and I tried
t» get our steamsaip lines to do the same way. I always considered
thit it was a goo1 busin»ss policy. but I am sorry to say that I cau not
al #avs make -tmm-hlp connections think the same thing. The English
steamship lines. particularly, get the best rates they can out of every
bit of business that comes up.

Senator Moercas. The great bulk of the commercial business across
the Panama Railroad is the result of these through billing contracts?

Mr. WaLker. That has built the business up.
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fSet;at/or MoreaN. And you bave made a great deal of money out
of it

Mr. WarLker. Well, that is a comparative term.

Senator MoreaN. Taking $8,000,000, which is the capital stock of
the Panama Railroad Company, as a basis of calculation, you have
made a very fine income upon that $8,000,000, have you not?

Mr. WaLker. Taking it from the start of the road, yes; they have
made a great deal. But of late years they have made not more than a
fair interest, apparently what a man would consider a fair interest on
a railroad investment.

Senator MorcaN. That is in consequence of competition, or of dis-
turbances on the Isthmus?

Mr. WaLkER. It is competition that has made the rates go down.

Senator MorgaN. How about disturbances on the Isthmus? Have
they had anything to do with it?

Mr. WaLkER. No, sir.

Senator MorcaN. They have not affected it at all?

Mr. WaLKER. No, sir. 1say no; a strike that occurs does affect
the business. _

Senator.MorGaN. I mean disturbances of a revolutionary character.

Mr. WaALKER. Nothing like that; no, sir.

Senator MorGaN. You have had a good many strikes, or several
strikes, have you not?

Mr. WaLker. Two or three since I have been with them.

Senator MoreaN. And pretty stiff ones, too?

Mr. WaLKER. One was a pretty stiff one, that just fairly congested
the Isthmus. They got everything tied up—cars full, warehouses
full—and they could not turn a wheel until we sent a tramp there
empty that we chartered for that purpose, so that they could fill some-
thing in it and commence to move the business again.

Senator MorgAN. You got rid of it by advancing the rates of pay
for labor? :

Mr. WaLKER. I think at that time the question of exchange came in.
I am getting a little out of my bailiwick now, Senator. They told me
that they had to go to this increased expense, and 1 said: *‘ Well, I do
not see that you have increased your expense much, because the rate
of exchange has gone up proportionately, and the only difference is
that where you were paying a man the equivalent of so much gold
¥ou are paying it to him now, only you are giving him more silver

or it.

Senator MoreaN. The price of money had gone down; the value of
the money had gone down

Mr. WaLKER. That is it.

Senator MoraAN. And the increase in the wages only balanced
that up?

Mr. WaLKER. Yes, sir. Then, I think, when they got the arrange-
ment about two for one in there, they tried to reduce the men on the
same basis, and the men did not take to that as kindly as they would
to the going up part.

Senator MorcaN. You have had a long and protracted and very
interesting interchange of diplomatic correspondence with Mr. Hunt-
ington ¢

r. WALKER. Of course Mr. Huntington I never was thrown with.
I think I never met him but once.

P C—voL 4—07—6
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= uator Moncan. That was before your day ¢

M. Waraek. No; he was at the head of the Pacific Mail, but my
sdauons were with Mr. Schwerin.  Mr. Schwerin takes care of his
voe s Liathe und T have the traflic of the Panama Railroad.

Seuator MorGAN. Mr. Schwerin was not in combination with Mr.
Huutinglon

My, {-\'M,K ER. Oh, he was the vice-president of the company and
tuok bin orders from Mr. Huntington.

Stenutor Moraan. 1 supposed so; and that is the reason I spoke of
My, Huuntington as being the man with whom you were conductin
this very extensive and frequent and lengthy correspondence in regar
o Lraflic rutes ncrons the Isthmus, particularly in regard to coffee and
ather heavy freights,

Me. Warker, With Mr. Schwerin, yes, sir.

duenstor MoroaN, He representing the interests that Mr. Hunt-
ington ntood at the head of ¢

Mr, Warken, That is it. You are speaking, now, of a good many
yenrs ugo, of course.

Senntor Monraan, Yes. lam trying to get a general view of the
situution of the traffic and relations of the railroad to other railroads
during the time that you have been personally acquainted with the
conditions there.

Mr, WarLker. Yes, sir.

Nemntor MoraaN, During all the time that you have been there,
with the oxcoeption of probably 700 shares out of 70,000, the Panama
Cuonl Company has been the owner of ‘the stock of this railroad?

Mur, WarLkkr. They were the majority stockholders.

Nanutor Moraan. To about the extent I mentioned ¢

Mr, WaLkeRr, Something like that. The minority was very small.

® Senntor MorceaN. And a negligible quantity? The minority was a
nogligible quantity in all arrangements that the majority saw proper
to kot

Mr. Warxkkr. I should suppose so.

rl\unutlm' Moraan. On any subject relating to the interests of the
dlrond ¢ )

l l\‘l v, “;AI‘KER. 1 should suppose so. Of course, the minority have
their rights,

| Houutlzxr Moraan. [ understand they have, whenever they can enforce
them,

Mr. WaLkrer. Well, they get into courts to enforce their rights.

Soenator MorcaN. The minority have their rights in the Senate. but
they do not make anything of them. [Laughter.]

Senator KiTTREDGE. I would like to know how your rates on the
steaships compare with the tramp ship rates.

Mr. WALKER. I suppose that our general rates would rule higher.
They ought to.

Senator KITTREDGE. Why ¢

Mr. WaLKER. Because the tramp goes in for a particular business
that he can handle, a straight run at a lower cost than that for which
wo can handle a miscellaneous cargo. A tramp steamer makes the
time between the Isthmus ten or eleven days at a very low cost of
steaming. Our steamers make the time in from five and a half days
to seven days. and they are very much more expensive boats to run.
In fact, it is always more expensive to operate American steamers than

.
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S%nator MorGaN. You could not get in without buying stock, could
ou

y Mr. CRoMweLL. I am criticising your remark that they invited me
to buy s:ock.

- Senator MoraaN. Do not be too punctilious. I am trying to get
at the truth. It may be that I stumble along a little bit, and I may
not use exactly the form of English that suits you.

Mr. CroMwELL. You are sometimes inaccurate; that is all.

Senator MorgaN. Yes. Did Mr. Boyard ask you to buy that stock ¢ .

Mr. CroMweLL. No, sir.

Senator MorcaN. Did he inform you before you had bought it
that he wanted you for a director?

Mr. CromweLL. He had.

Senator MorGgAN. What relation had he, then, to the Panama Canal
Company ?

Mr. CroMwEeLL. He was, as I just have said, commercial agent of
the canal company in the United States, buying and selling its mer-
chandise and shipping the same to the lsthmus.

Senator MorcaN. Was he a director in the canal company ?

Mr. CroMwELL. No, sir.

Senator MorGaN. He was the agent, though?

Mr. CroMweLL. He was the commercial agent.

Senator MoreaN. Transacting all business of the canal company in
the United States?

Mr. CroMwELL. 1 do not know what business he transacted.

Senator MorGaN. Is there anybody else that did transact any of it,
within your knowledge?

Mr. CroMwEeLL. Ido not know what business they had occasion to
transact, except to buy and sell merchandise and ship it to the Isthmus
fgr the construction of the canal, and that work he attended to for
them.

Senator MoraaN. How long did Mr. Boyard continue in his con-
nection with the Panama Canal Company after that?

Mr. CromweLL. He continued as commercial agent, in the same
relation, down to the time of his death.

Senator MorGgaN. When was that!?

Mr. CroMwELL. April 2, 1904.

Senator MorcaN. When did he hecome a director in the railroad?

Mr. CroMweLL. I do not know. Some years before I did.

Senator MorcaN. He was already a director in the railroad when
you went in? :

Mr. CRoMwELL. He was.

Senator MoreaN. The understanding, then, must bave been, I sup-
ose, that if you would qualify yourself to become a director, the
anama Canal Company would put you in office as a director of the

railroad

Mr. CRoMwELL. That was not the understanding, and you have no
right to make the supposition.

Senator MorcaN. What was it?

Mr. CroMwEeLL. I was invited to become a director in the Panama
Railroad Company.

Senator MoraaN. By Mr. Boyard?

Mr. CroMwELL. By Mr. Boyard, Mr. Drake, Mr. Simmons, and
two or three other directors, and 1 insisted upon qualifying myself by
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ownership of stock, so as to become a director bona fide and in law.
I looked around to find stock to buy and came across these fourteen
shares. There were very few lots for sale, and it was very seldom
transactions in the stock occurred. 1 bought these few shares, and
held them, to qualify myself.

Senator MorcaN. Immediately after you came into the railroad com-
pany in this way you became its general counsel¢

Mr. CroMwELL. Not long after. I think it was in 1893 that I
became counsel. :

Senator MORGAN. So that part of the arrangement between you was
that you would be general counsel?

Mr. CroMwELL. No, sir.

Senator MorGAN. It was not!

Mr. CroMwELL. It was not discussed or thought of.

Senator Moraean. Did you have it in your mind at that time?

Mr. CroMwELL. No, sir.

Senator MorGaN. You at once became, also, after your qualifica-
tion and election as a director, a member of the executive committee?

Mr. CRoMWELL. Yes, sir; under similar invitation.

Senator MorcaN. Of whom did that committee consist at the time?

Mr. CroMweLL. I do not recall. The minute books will show.
They are before you.
hSet:ator MorGaN. These minutes are correct on that subject, are
they ?

Mr. CRoMWELL. I have no doubt of their correctness.

Senator MorcaN. Do you recollect whether at your first appearance
in the executive committee bonds were ordered to be issued and sold?

Mr. CroMwEeLL. 1 have no recollection of the transaction one way
or the other.

Senator MokaaN. Was there any bonded debt of that company at
the time you entered as director?

Mr. CROMWELL. Yes, sir.

Senator MorGgaN. How much?

Mr. CRoMwELL. I do not know the amount. The reports willshow.

Senator MorcaN. There was an outstanding bonded debt at that
time?

Mr. CRoMwELL. There was.

Senator MorcaN. What kind?

Mr. CroMwELL. The sterling mortgage bonds.

Senator MorGAaN. What percentage did they draw !

Mr. CROMWELL. Seven per cent.

Senator MorcaN. What amount?

Mr. CromweLL. The total authorized issue was $5,000,000, I
remember.

Senator MorcaN. How much was issued ?

Mr. CrRoMWELL. I do not know from memory. The annual reports
are here, and I can get the figures in a minute.

Senator MorcaN. Had all those bonds heen sold before you came in
as a director?

Mr. CromwEiLL. I have no recollection, Senator, about transactions
of that kind.

Senator MorcaN. The books show it correctly ?

Mr. CRomwriLL. Whatever the hooks show they show it correctly,
of course.
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‘Senator Morcan. Well, then, if bonds were issued on the day or
very soon after you became a member of the executive committee, new
bonds, additional bonds, what purpose were they issued for?

" Mr. CRoMwELL. I do not 'Enow. The minutes will state. The
records of the company will show. 4
- Senator MoreaN. Do you remember the issue of such bonds¢

Mr. CrRoMwELL. No, sir; I have not the faintest remembrance of
any such transaction.

Senator MorGaN. You do not remember having recommended it?

- Mr. CRoMweLL. I have no recollection about it, Senator. I would
not be likely to have.

Senator MorcaN. After vou got into that company, how many
issues of bonds were made!

Mr. CRoMWELL. 1 can not answer any question like that because I
have no data with which to refresh my recollection.

Senator MorcaN. There were issyes of bonds made after you came
into the company ? )

Mr. CroMwELL. Probably, for the purposes for which they were
authorized and the wants of the company. That was the business of
the Panama Railroad Company and its stockholders:

Senator MorcaN. How many issues of bonds have been made by
that company in all?

Mr. CroMwELL. Do you refer to the period of my acquaintance
with it, or away back to 18507

Senator MorcaN. I want to know how many issues of bonds have
been made by that company in all/ What are the different issues of
bonds made by that company ¢

Mr. CroMwELL. There were some issued in 1850 or 1854. 1 have
no present recollection of the amount or disposition. I know they
were retired and became extinguished by the issue of what is called
the 7 per cent sterling mortgage bonds, which was an issue of bonds
existing when I became a director, in 1893. That issue of bonds was
retired and canceled in 1897.

Senator MorgaN. The sterling bonds?

Mr. CroMweLL. The sterling bonds, yes, sir; and was supplanted
by a reduced issue of bonds known as the present first mortgage
bond issue. Those are the several mortgage bond issues of tge
Panama Railroad.

Senator MorGaN. Are they all!

Mr. CroMwELL. All; yes, sir.

Senator MorcaN. There were no bonds issued that were not mort-
gage bonds?

- Mr. CRoMwELL. There were the subsidy bonds, 6 per cent subsidy
bonds issued in respect of the Colombian subsidy, of which a descrip-
tion has already been made here.

Senator MoreaN. You mean the subsidy to be paid to Colombia?

Mr. CroMwELL. Yes, sir. :

- Senator MorcaN. Was that a mortgage bond?

Mr. CroMmwELL. No, sir.

Senator MoreaNn. There was no security given for it?

Mr. CroMwELL. Pardon me. I will give you the particulars of that
in a moment. Any of these annual reports will explain it, I think.

After consulting report:] On November 1, 1880, there were issued
3,000,000 so-called 6 per cent subsidy bonds by the company, the
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history of which has been explained a number of times, I think, in the
course of these proceedings, but I shall be very happy to repeat it, if yon
would like me to do so. Upon these bonds no moneys were received
by the company. They were issued to and for account of the Colom-
bian Government as an amortization of the subsidy, which was to run
in anticipation up to a period expiring in 1908. Under that concession
the Panama Railroad Company is obligated to pay what we would call,
in short terms, an annual rental of $250,000. By the terms of the
concession, $25,000 of it was made payable direct to the department of
Panama for its support; the $225,000 remaining was payable direct
to the government at Bogota. -

Under the terms of the same concession it was provided that when-
ever Colombia desired the railroad company was obligated to cooperate
in the anticipation of these payments. Accordingly, in 1880, the
Colombian Government requested the railroad company to give out
evidences of obligation in respect of this $225,000 running up to the
year 1908. The railroad company complied, and issued a series of
bonds known as the 6 per cent subsidy bonds, so calculated, both as to
the payment of the interest upon the issue, and an annual drawing of
about 140 bonds, as to make the exact equivalent of $225,000 per annum
that they were bound to pay. This was nothing more than a change
in the form of payment. I); was a convenient way by which Colombia
could realize upon in advance and anticipate the payments coming to
it. But the railroad company incurred no larger obligation, paid out
no more money, than it was bound to pay by the terms of its conces-
sion annually. :

The same documents provide that there shall be annual drawings by
lot out of the mass of these bonds, and interest paid upon all the out-
standing issue. As I have just said, the amount of these annual draw-
ings and the amount of the interest together comes to $225,000. The
rallroad company is not obligated to make these payments, these draw-
ings, nor pay this interest save only to an aggregate amount precisely
the same as 1f it had drawn its check for $225,000 and paid it direct to
the government at Bogota. The operation cost the Panama Railroad
nothing. It was for the convenience of the Colombian Government
and in pursuance of the obligations of the concession, which required
the railroad company to facilitate this anticipation of payment to the
Colombian Government. These annual drawings and payments have
proceeded from 1880 regularly and without default, and by such opera-
tion these bonds, the original issue having been $3,000,000, have been
now reduced to the sum of $533,000, of which the company holds
$100,000 in its treasury. -

Senator MorGgaN. Mr. Cromwell, in virtue of the ownership of the

reat body of the stock of the railroad company by the Panama Canal
%ompan , did not that Panama Canal Company have the absolute con-
trol of the railroad company, so as to require it to do anything within
the limits of its charter that it desired to do?

Mr. CroMweLL. It had the rights of a stockholder, whatever those
rights are, sir; no more, no less.

Senator MORGAN. As a matter of fact, did not that railroad company
receive the instructions of the Panama Canal Company as being
authoritative in the management of its affairs?

Mr. CroMwEeLL. No, sir; q}uite the contrary.

Senator MoreaN. Why so?
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Mr. CroMweLL. Because of the independence of the board of
directors and the very superior character of those gentlemen.

Senator MORGAN. {’Vere the board of directors entirely independent
of the canal company % :

Mr. CromweLL. They were all independent. The majority had no
relation whatever with the canal company—not the remotest. The
board of directors was composed of bank presidents or railroad men
of high rank and great personal independence, as you can see from the

ist of directors.

Senator MoreaN. Did not the canal company have the power at any
time to remove the directors?

Mr. CroMmweLL. No, sir. They had power once a year to elect a
new board of directors.

Senator MorcaN. But they had no power in the interim?

Mr. CromweLL. They had no power in the interim, and never exer-
cised it, in my observation. 4

Senator MoreaN. No; but they bad it.

Mr. CroMwELL. They did not have it.

Senator MoreAN. They did not have it ¢

Mr. CroMwELL. They could not have it, under the law, and did not
have it. There is no law of New York or any other State allowing
stockholders to remove a board of directors during the year.

Senator MoreaN. The hoard of directors had frequent correspond-
ence with the Panama Canal Company ? :

Mr. CroMwELL. I know nothing about that subject, sir. F do not
think they did. 1 have no intimacy in the affairs of the company of
that character.

Senator MorGgaN. Through Mr. Boyard, as a director of the rail-
road and the general agent of the Panama Canal Company, did they
not receive instructions as to the policy to be ohserved?

Mr. CromweLL. I know nothing whatever about the subject, sir.

Senator MorGaN. Nothing whatever?

Mr. CromweLL. Nothing; I had no occasion to.

Senator MoraAN. You mean that you do not recollect, or that you
never did know?

Mr. CroMwELL. 1 have no recollection, and it would be none of my
business to know.

Senator MoraaN. Well, then, if these books show that you did you
would have to qualify that statement?

Mr. CroMmwELL. Whatever the books show is correct, sir; and if
you refresh my recollection 1 shall be happy to assist you.

Senator MorcaN. The Panama Railroad Company had various com-
mercial relations through its traffic manager, and through the action
of the board of directors, and also of the executive committee with
transportation companies in various parts of the world?

Mr. CROMWELL. pYes, sir.

Senator MorcaN. You knew what those relations were?

Mr. CROMWELL. In a general way, as any director would; yes.

Senator MORGAN. As a member of the executive committee, you
know them particularly ?

. Mr. CROMWELL. As a director and as a member of the executive
committee would.

Senator MorcaN. These records show a great deal of negotiation
and correspondence between the railroad company and various other
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transportation companies, contracts of various descriptions, particu-
larly with the Pacific trade. Were not those contracts, as a rule, sub-
mitted to the approval of the Panama Canal Company ¢

Mr. CroMwELL. I think, never; never, with my knowledge, except
asto the Pacific Mail contracts. I think that I have a general memory
that those were Pacific Mail contracts, involving long terms of years
and very important relations.

Senator MoreaN. That they were consulted about those?

Mr. CroMwELL. I think they were. I have heard from the officers
that they were.

Senator MorGaN. If the board of directors was entirely independ-
ent of the canal company, why was this consultation made?

Mr. CROMWELL. \?ery properly so.

Senator MORGAN. State a reason.

Mr. CroMwELL. It was very proper for the board of directors to
consult the stockholders. That was a very different thing from taking
directions from them.

Senator MorGaN. Did you consult with any stockholders besides the
Panama Canal Company ¢

Mr. CroMwELL. I did not consult with any of them. It was not my
business. It was not a part of my duty, Senator.

Senator MoreaN. You had no consultations with them at all?

Mr. CroMweLL. With whom?

Senator MorcaN. With the Panama Canal Company on the subject
of these transportation contracts?

Mr. CromweLL. I have bad no conference with themn upon any of
the traffic contracts except, possibly. on the Pacific Mail. I think on
some of my visits to Paris F have probably spoken about the Pacific
Mail contracts, with no particular data before me, but as a matter of
importance and interest.

nator MorGaN. You do not remember writing any leétters on that
subject?

Mr. CroMwegLL. No, sir; it was not in my department at all.

Senator MorGaN. Give your best recollection of that arrangement
with the Pacific Mail, beginning with the first one that was in exist-
ence, if there was one, at the time that you became a director, and
then coming on down with it. What were the changes that you remem-
ber to have taken place?

Mr. CroMwELL. 1 would not attempt to state from memory. Give
me the contracts and I shall be very happy to give vou my best
impression from them.

enator MoraaN. You have no recollection of the changes that were
made ? '

Mr. CromweLL. I have a recollection of some of the main features,
of course. .

Senator MorcanN. Well, let us have those.

Mr. CrRomwEiLL. The first contracts with the Pacific Mail, I think,
provided for a fixed subsidy.

Senator MoragaN. Was that in existence at the time you became a
director?

Mr. CroMwELL. I do not recall, sir: but you can tell from the date
of it.

Senator MorGAN. You have the date there, have vou not?

Mr. CroMwELL. No, sir; 1 have not. Can you furnish it to me?
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Senator MoreaN. I think it is in the book somewhere. You can
take these minute books and look through them and see. You are
familiar with them. Here are three volumes of them, and there are
others. I would like to have you find out about that.

Mr. CroMweLL. I will do it with pleasure. I may be able to find it
easier in some of the papers that I have here than by going through
those volumes, Senator.

. Senator MorGaN. Very well.

Mr. CroMwELL. Ishall have to get the older reports. If it is mate-
rial I will hunt it up. I can only tell by going through all these
books, which will take some little time. I can find out for you dur-
ing the recess.

enator MorGaN. It will not be time wasted if we tind out the busi-
ness. Here are the books. '

Mr. CroMweLL. There is a printed set of these books, in which it
could be much more easily found.

The CHATRMAN. What are you looking for?

Mr. CroMwELL. The Senator has asked when a certain contract was
made, and I am trying to find its date.

The CHAIRMAN. It is in one of those books, probably.

Mr. CroMwELL. Yes; but the printed volumes are so much easier
to look through.

The CHAIRMAN. I do not recall any other books that we have had
from the Panama Canal Company.

Mr. CRoMWELL. It is all in these books. I was merely trying to
find a more convenient way of getting it. (After consulting minute
books:) Referring to the minute book, Senator, my present impres-
sion is that that contract was in force when I became a director, for I
note there was a controversy on with the Pacific Mail Company relat-
ing to the contract, and that the subject came before the board.

Senator MorGaN. Have you got a copy of the contract there?

Mr. CroMwELL. No, sir. e can get it for you. It is in the
minute book.

Senator MorGaN. It is in one of these  volumes?

Mr. CroMwELL. It must be in one of the volumes. I have not seen
it there, but it has been printed in the Congressional Record a dozen
times. :

- Senator MoraaN. For purposes of identification, state your recol-
lection of the substance of that contract.

Mr. CroMwELL. I would not be willing to state from memory the
substance of a contract so long ago as that.

Senator MorGaN. It was a very important contract, was it not?

Mr. CroMwELL. It was an important contract; certz,ainly.

Senator Moraan. It included the whole question of the transporta-
tion across the Isthmus between the Pacific and the Atlantic? 4

Mr. CRoMWELL. Yes, sir.

Senator MoraaN. And the railroad company made terms with the
Pacific Company—what was the name of that company ?

Mr. CroMwELL. The Pacific Mail Steamship Company.

Senator MorcaN. Who was the president of that company ¢

Mr. CroMweLL. Mr. Huntington.

Senator MorGaN. That is the one 1 referred to.

Mr. CRoMWELL. The contract was made before I became a director.
I had nothing to do with the making of the contract.
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Senator MorcaN. Yes. That contract provided, if I remember it
correctly, that a certain amount of space in the steamers between New
York andaColon should be paid for or estimated, whether freight went
in or not?

Mr. CroMwELL. In substance I think the contract provided that the
Pacific Mail engaged to take a given amount of space and pay therefor
a given sum of money.

Senator MORGAN. %Vhether any goods were sent or not

Mr. CroMwELL. Whether they occupied it or not. That contract
has been before Congress on two or three occasions. It is a part of
the published records.

Senator MoRGAN. You remember it as being set forth in the Fellows
report, do you not?

r. CROMWELL. Yes, sir; and you have had it printed two or three
times, I remember, Senator.

Senator MorGaN. The object of that agreement was to put it in the
power of the Pacific Mail to control the commerce that passed across
between San Francisco and the coast of the United States on the
Atlantic side?

Mr. CrRoMWELL. 1 can not characterize the contract. It speaks for
itself, Senator. I had nothing to do with the making of the contract.
It was made before 1 became a director. I am one of the men that
terminated the contract.

Senator MorcaN. You had a great deal to do afterwards with the
extension and modification of it?

Mr. CroMwEeLL. I had a great deal to do with fighting against it.

Senator MorGaN. You did fight against it?

Mr. CromwerL. I did.

Senator MorGaN. All the way through?

Mr. CroMweELL. I finally belped to terminate it.

Senator MoraaN. That contract was to the great advantage of the
Pacific railways, was it not?

Mr. CromweLL, Well, I do not know, sir. I can not characterize
it. It was advantageous to the Panama Railway Company, and that
is all I was thinking about.

Senator MorcaN. Was there any contract between the Pacific rail-
roads for pooling the rates or their freights in connection with this
contract ?

Mr. CRoMwELL. I have no knowledge of the subject.

Senator MorsaN. None whatever?

Mr. CroMwELL. None.

Sengator MoraaN. Did you not know it at the time you were fight-
ing it ‘

r. CRoMwWELL. | was informed that such agreements existed, and
they have been published as a part of the records of Congress.

Senator MorGaN. They overruled you in vour fight, did they not?

Mr. CRoMWELL. Who?

Senator MoraAN. The parties concerned; the railroad directors and
canal company, and so on. :

Mr. CromweLL. No, sir; we terminated the contract as soon as we
could.

Senator MorGaN. And then renewed it again?

Mr. CroMwELL. No, sir; we terminated it as soon as we could advan-
tageously terminate it, or safely terminate it.
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Senator MoreaN. Well, it was terminated for a while and then
renewed ¢

Mr. CromweLL. I do not recollect the date, Senator. The record
speaks for itself.

Senator MorGaN. Mr. Boyard being the representative of the Pan-
ama Canal Company, and being a director in the railroad company—
were not consultations held frequently between the canal company and
the railroad company on that subject?

Mr. CroMweLL. I do not know of any, sir.

Sﬁan?ator Morcan. If those books sh w them, then they are all
right

gi'\lr. CroMwEeLL. W hatever the books show is doubtless true.

Senator MorGAN. The railroad company continued to be an Ameri-
%aﬁ con;pany, notwithstanding its ownership by the canal company of

rance

Mr. CroMweLL. It did. It was not owned by the canal company of
France, Senator, as you know. The French company merely owned
certain shares of the stock, and it did not change the legal character of
the American company.

Senator MorGcaN. 1 understand that; that if I own all of an apple
except the stem, I own the stem, too.

Mr. CroMwEiLL. Your illustration is not happy, nor accurate.

Senator MoraaN. Well, make a more accurate one, defining exactly
the situation.

Mr. CroMwELL. Because 99 per cent ownership of the stock is not
100 per cent ownership of the stock.

Senator Morean. It is within 1 per cent of it.

Mr. CroMweLL. It is within that 1 per cent that makes the differ-
ence, and makes your illustration a poor one.

Sgnator Moragan. That was the difference in the effect, too, was it
not

Mr. CroMwEiLL. That is the difference in fact.

Senator MorGaN. And in the effect—in the control that the company
had over the railroad?

Mr. CroMweLL. It had no control, other than 1 have described as a
stockholder, electing a board of directors.

Senator MoreaN. In the power of control?

Mr. CroMwELL. It had the power of control in the election only of
a board of directors. Subsequently it had no power over the board.

Senator MorGAN. You are now a director in the railroad company ?

Mr. CRoMwELL. Yes, sir.

Senator MorcaN. Under the same New York charter?

Mr. CrRoMwELL. Yes, sir.

Senator MoreaN. And with the same powers?

Mr. CRoMwELL. The same powers.

Senator MoreaN. And you are in oftice?

Mr. CroMwELL. 1am.

Senator MorcaN. And the President and the Isthmian Canal Com-
mission could not turn you out? '

Mr. CromweLL. No, sir.

Senator MorcaN. So that, until your term of office expires, you are
there for good and all?

Mr. CrRoMwELL. [ am there until I wish to resign—until the next
election, unless I wish to resign in the interval.
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Senator MorcaN. When were you last elected ¢

Mr. CrRoMwWELL. April of this year.

Senator Moracan. Do you counsider that as a director you have the
right to disobey the orders of the Government of the United States in
the conduct of the business of that railroad?

Mr. CromwELL. Well, Senator, let usnotget into academic questions.

Senator MorGaNn. It is hardly an academic question when you say
that you had that right in regard to the Panama Canal when it was the
owner.

Mr. CroMwELL. I unquestionably should vote according to my own
judgment upon any matters that came before the Panama Railroad
board. No man would be fit to be a director who would not do so.

Senator MorcaN. And in defiance of the request or order of the
President or Secretary of War?

Mr. CROMWELL. Noj; I should resign if I had such a request, and it
was not in accordance with my own judgment.

Senator MoreaN. The only remedy the United States would have
would be your resignation ?

Mr. CroMwELL. It would have that mighty quick, and it would
bave a majority of the board, quite independent of me, Senator; so
that my dissent would be impotent,even if I found reason to disagree.

Senator MorGAN. Are not the relations between the Government
of the United States even firmer than were those of the Panama
Canal Company and the railroad company ¢

Mr. CroMwEeLL. They are now, sir; because the Government now
owns all the stock.

Senator MorgaN. It owns the whole business?

Mr CroMwEeLL. All except the qualification shares of the directors.

Senator Moraan. Still the President would not have the power to
order you to leave that board?

Mr. CroMwELL. He would not.

Senator MorGaN. Do you think Congress would ¢

Mr. CroMweLL. I do not.

Senator MoraaN. You do not?

Mr. CroMweLL. No, sir; speaking. of course, purely as a matter of
law.
| Senator MorGaN. That is what I am asking about—as a matter of
aw.

Mr. CrRoMWELL. Any director would be happy to retire upon the
intimation of the Government at any instant. The office is purely
honorary, without compensation.

Senator MorcaN. Neither Congress nor the President, then, would
bave the right to remove a recalcitrant director?

Mr. CroMWELL. No power of removal; no, sir.

Senator MORGAN. None whatever?

Mr. CroMwELL. No, sir. :

Senator MoreaN. Youare holding a pretty independent position, are
you .not?

Mr. CroMweLL. I am holding a very profitless one.

Senator MorcaN. Bat a very independent one.

Senator TALIAFERRO. Would that theory apply also to the oflicers of
the railroad company ¢

Mr. CroMwELL. No, sir. The oflicers are subject to removal by the
hoard of directors.

Senator TALIAFERRO. That is merely under the by-laws?





