
\SS I F l E D 

, Iv,) r-)L- ~;::t 

:=ieT\or t to the 

On 

Vo hne _ - Prop0sed :=ievi sion of l~c1tional Trnns:po r ­
te ti on Policy and AdministrPtive Orga ni za ti on 

By: The 3rookings In s tituti on 

• 



--
----

' 

! 

____ _ _.___.,.. 

• 

• 
• 

• 

• 

TRANSPORTATION AN"D THE ~jATIO~JAL GOVERl\ThlliNr 

Report for the Corn..~ission on Organization 
of the w 

Executive Branch of the QovernmentCLJ\SSIFICAT10N CFJ>IG"CLED 
' 

By au thority· of ,i 
Archi vist of United SRJ:ies :J 

: a/ rl 
. ~ · I JJ "'"'r/ 1"1'2_ ••• ~ 

Bv . " .~ . .. ..• , . .... ~ . 
..1 •1) 90 • 0• 0 D 

Date .£~J.:.~-~ .. Case ]~.:/J..I/ 
VOLUME I 

PROPOSED REVISIO~J OF NATIONAL TRANSPORTATION POLICY 
., 

• ' 
AND ADMDJIS'I'RATIVE ORGANIZA'l' I ON 

I 

• 

• 

The Brookings Institution 
Washington, D. c. 

Charles L. Dearing 
Wilfred Owen 

. . 

• 

.· 

• 

October - 1948 

• 

. ' 

' • l 
I 

I 

' • 
~ 

.•, . 
I 

• 

. ' 
' 



~TEES 
,<INS BASS, Chairm an 

f{ESON. V ice Chairma n 

W t 1 rookin_gz 1 uzii±utio:u 

OFFICERS 

HAROLD G. MOULTON 

Prasident 

LE\VIS lvlERIAM 
3ELL 
,BJGGS 

BRUCE 

~T ON 

:KEY 
DODDS 

~asqin:Ston 6 , ~- ([_ 

Vice Presid ent 

MILDRED MARONE Y 

Treasurer 

N GILCHRIST 

YON 

~OULTON 

722 JACKSON PLACE, N. W. 
LAt!RA E. Gf LMAN 

Assi stant Tre asurer 

ELIZABET H H. \VIL SON 

S ecretary 

,ENTH~\L 

>KINGS WALLACE October 15, 1948 
D ,\RRELL HE VEN OR SMITH 

Execu ti ve M anagrr 

The Honorable Herbert Roever, Chairman 
Commission on Organization of the Executive 

Branch of the Government 
1626 K Street, N. W. 
Washington, D. C. 

My dear Mr. Hoover: 

In compliance with an agreement between the Commission .on 
Organization of th .e Executive Branch of the Government and the Brookings 
Institution dated January 12, 19u8, I transmit herewith a report titled 
''Transportation and th e National Government.'' 

As provided in the agr eement, this study pr esents the pertinent 
facts with respect to: (1) the nature and condition of the transporta­
tion facilities of the United States; ( 2) the ext ent and character of 
national action in the provision of tr ans portati on facilities and serv­
ices; and ( 3) the bases on which fede1 ... al action is predicated, including 
a description of the origin and devel opment of pres ent policies. 

Vol11me I of the r eport presents a su11n11ary of findings and con­
clusions and sets forth briefly a number of specific reco1muendations for 
the improvement of governmental performance in the field of transporta­
tion. Volume II contains the descriptive and analytical portion of the 
study and supporting data. 

The report was prepared by Charles L. Dearing and Wilfred Owen, 
with the assistance of Margaret J. Myers .and Jean Brownlee. 
Dr. Marvin L. Fair and Dr. Frederick H. -Blachly served as consultants 
on various phases of the study. 

In transmitting this report I wish to express our appreciation 
of the cooperation and many courtesies extend ed t o us by the staff of 
the Co1raoi ssion on Organization. 

Yours very truly, 

President . 

. ... - - . ,.. -,. - -- . -·-

-

- . ., . . ~ 



• 

' ' ' 

• 

TRANSPORTATION AND THE NATIONAL GOVER~~JIEN(' 

• 

TABLE OF CONTEIITS 

VOLUME I: PROPOSED REVISION OF NATIONAL 
TRANSPORTATION POLICY AJ\ID ADrt1INISTilATIVE ORG..I\I,iIZATION 

~UIDMRY OF CONCLUSIONS A}ID RECOMMENDATIONS . ' ... , ____ , ___ _ 
• 

CHAP • . I - CRITICAL DEFECTS OF I~ATIONAL TRAI'JSPORTATION POLICY........ 1 

A. Defects in Programmin ,g and Publj_c Exr)enditure Policies....... 1 

B. . Conflict between Promotion al 1-\c·tion and Regulatory Program... 11 

C. Intrusi.on of Regulati on into Functions of rJianagement. • • • • . • • • 24 
. 

D. Railroad Consolidatio11 and the Role of th.e ~Jational Government 28 
. 

S1l1I1Illary •••••••••.•.••••.•••....•..••••....••..•. • .•.• • .•• • . • • . • • • 31 

CHAP. II - REORGANIZATION OF F1DERAL TRAJJSPORTA'l, ION AGEI\JCIES. • • • • • • • 33 

A. Past Reorganizations and Proposals ••..••.••••••••.••••••.•••• 33 

B. A Department of Transportation ••••••••••.•••••••..••••••••••• 41 

C. A Transport , Regulatory Co1nmission.. • • . • • • • . • • • • • • • • • • • • • • • • • • 60 

CHAP. III - THE SPECIAL PROBLD1S OF tJATIONAL SECURITY •• : • • • • • • • • • • • • 67 

A. Federal Action &"1,d World War II.•·•··•······················• · 67 

B. Civil Aviation and War Requirements ••••.••••..••••••••••••••• 
• 

71 

Recent War Expe.rience •••••••. • • • • . • • • • • • • • • • • • • • • • · · · • • · • • • • • • 72 
The Current Situation ••••••• ••···•·········•· ·••·•••·• ···•·••••• 73 
Aircraft i1A.anufact uring Industr y •• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 79 

C. Railroads and - National Defense •••••••.••• • • • •••••.•••••••••• ~ 81 

D. Highway Tran$porta tion in Wartil.i,e ••••••••••••• .•••••.••••.•••• 86 

E. The Role of Water Transportation ••• •.• ••• •·••.• •••••.•• • •.••• • 89 

F, Conclusions on Defense •••••• ~································ 93 ., 

• 

--, 

' 

·- - ' --·- - .... . -- e- ~ 



' 

-

,· 

TABLE OF CONTENTS 

VOLrnm II: THE PROVISION OF FACILITIES 
AND REGULATION OF TRANSPORT ENTERPRISES • 

Th!RODUCTION 

A. 

B. 

c. 

D. 

The Transportati on Sys tem ••••••••••••••••••••••••••••••••••• 

Railroad tr ans por t a·ti o11 •••.•••.•.•.•.•.•••••.••••••••••••••• 
High way tr a.risporta tion ••• _ ••.•••• .•.•.•.•.•••••.•••••••.•.••••• 
Air tran spo rta t ion •• _ ••••••••..••••• ! ••••••••• : ••••••••••••• .•• 

Petrol eum p i peline s;,rs tem •••.•••••••.•••••.•••.•••••.••••••• 
Wat er tran sporta t ion ••.......•........•.•..•.••••••••.••••••• 

Recent Tran sportati on Tr ends • • • • • • • • • • • • • • • • • • • • •• • •••••••• 

Expenditur es for Tran sp ortati on •••••••••••••••• ~ •••••••• •••• 

The Fed er al Role • •••••••••••••••••••••••••••••••••••••••••• 

1 

2 
2 
3 
3 
3 

4 

6 

8 

Fed er al Agen ci es I nvol ve d ••..•..•.••.•..••.... , •••••.••.••••• 10 

PART I: PROVISI ON OF TRANSPORTATION FACILITIES AND SERVICES • 

• 

' 

Chap. I - Bacl{grom 1d of t ,11,e Pr oble.rn •.•••• ~ ••••.•••••••. , •••••••• 
' .. \ 

Scope and Results of Federa l Action ••.•..••..•••••.••••.••••• 
Nat ure of tl 1e Pr obl e.Ii.1 ........... ................................ . 

Cha p . 

A. 

II - Air Tr~ nsp ort at io n •.•••.•••••••...•••••..••••.••••••• 
~ 

Fede ral Agen cies Invo lve d •••••.••..•.••••.•••.••••••••••• 

I-1 · 

I-3 
I-5 

I-10 

B. The Fede I·al Ain vays... • • • . • • • • . • • .• • • • . • • . . . . . • • • • • • • • • • • • I-12 

The Air1 ¥ay S:y··s te i11 •••••••••.••••.••••••••••••.••••••••••••• 
Fut t1re Ai nvay Requ ir ements • .•••• ~ •••••••• ~ •• ~ •••••••••••••• 
·u·s er Char ge s f or Ai n:vays •••••.•••••••••••••••••••••.•••••• 
Pr es ent and ·Fut ur e Cost Respons i bi l i ty .................... . 
Conclusi on •. .•••••.• .••.•••. .•••.••. ·•.·•••·•·•··.•·.· •.•••••• 

I-13 
I-15 
I-22 
I-25 
I-26 

C •. Fe de ral Airp ort Polic y ••••••••.• " ..••.•.. • • • •• • •• • ••• • • , • I-27 

Airport s in t he Uni t ed St ate s •.••.•.• • •.••••. ~···········, 
Tr end in Fe deral Ai rport Act i vi ty ••••••.•••.••..•••••••.•• 
T_lle Nat io nal Airpo rt Plan •.••...••.••••.•.••..••. : .•••...• 
The Curr ent Air port -Prog r ~1!1 ••••••••••.••••• _ ........ ........ . 
Use r Paym~nts for Airp orts ••••••.•••.••..•.•.••••.•••••••• 

The fed eral rol e •••••••••••••.••.••••••••••••••• , •••.•• 
Conclus iQn •• .••• " • ~-•.••••.••••••••••••••••••••••• .•.••.••••• 

I-28 
I-29 
I-33 
r,..36 
I-37 
I-41 

. I-46 

D. -Air Iv1ail Payments .......................... ~ ••••••. , . ·· • • • • I-4 7 

• 

, 

.. 

, . 



,. 

E. 

F. 

Develop ment of Air Mail Service ..................... , •• 
Curr ent Trends •••••••••••• .•••••••••.•••••••••••••••• ~ • 
The Subsidy Ques tion •••••• .•••••••.•••••• " .••••••••.• •. • 

The Problem Raised ••• ~•······················~········ 
Conclusion ...................... .... ............... •· • • • • ,. • 

Promotj __ on of Aviation Safetv ......................... . ., 

Nature of the Safety Problem •••••• ~·······~······ ~···· 
Federal Safe ty 1\ctivi ty ....... ............... _ ........... • .. • · 
Congressi onal Testimony on Safety Organization •••••••• 

Ba.si s for in dependent A·ir Sa fe ty Board ............. . 
Critic ism of the Saf et y Board •. ~ ................ . ... . 

Special Studies on Safe t y Organ i zation ....... -. •. •••• ·~ ••. • 
Recommendations of the President's Air Policy 
Commiss ion ......................................... .. 
Reco1rin1endations of Qongressior 1al Aviation Policy 
J3oard ~ ...•.•...•...•....•.••.••.•.•....... • • · • • • • · • 
President ' s Special Board of Inquiry on Air Safety. 

Tes -~imony on Recently Proposed Legislat ion •••••••••••• 
Testimony of CAB Chairma.D O' Connell •••••••••••••••• 
Viewpoin t of Unde rsecr etary of Commerce ........ ..... . 

Federal Delegation of Responsibi li ty ................... . 
Conclusion ............................................. . 

Other Federal Assi s tance to Aviation ••••••••••••••••• 

The Weat.her Bureau .••••••.•••••••••••••••••••••••••••• 
National Adviso1--y Committee for Aeronautics ••••••••••• 
The Ca ast G\lard •••••••••••••• !' •••••••••••••••••••••••• 

Office of Trans port and Communications, Dept . of State 
United States Coast and Geodetic Survey •••••••••••••• , 
Air Coordinatin g Conunittee ••••••• ,. •••••••••• .•••••••••• 
Int ernati ona l Civil Aviati on Organization ••••••••••••• 

Chap. III - Water Tra ·nsport9-tion, ............ , •••••••••••••• !' 

A. Rivers and Harbors ••••••••••••••••• • •••••••••• _ .•••••• 

Facilities and Traf f ·ic ••••••••••••••••••••• '· •••••••• ,. • • • 

Authorization Procedure ......................... ~ ••• , •• 
Current Waterway Pro gram •••••••••••••••••••••••• " .... , • 
F • • T~I t l..n·ancing v,a erways ................................. ~ ,. . 

B. Government Bar ge Lin .es •••••• .•• ,. ••••••• !' •••••• ,, ••••••• 

Conclusion ............................ ,. ••• ,. •.••• !' •••••• 

C. The Me.rchant Marine •.•• , .............. .............. .,_ •• 

Development of raerchant Marine Policjr .... ,. ..••••••• !' ••• 

Curre nt Status of ~Jerchant M-ar·ine Activity,. f •• . ... ..... 

The Nation -al Defenae Problem •.•••••• ~ •••••••.••••••••• 
Conclusion ••• . , •••••••••••••• " ••••. , .•••••• .,, •• .••. •••• ,. •• 

' . 

. 

I-50 
I-52 
I- 55 
I-61 
I-63 

I- 65 

I-66 
I-68 
I-72 
I-72 
I-73 
r~75 

I-75 

I-76 
I-78 
I-80 
I-80 
I-82 
I-84 
I-86 

I-90 

I-90 
I-91 
I-92 
r..,..92 
I-93 
I-93 
I-94 

I-95 

I-95 

I-96 
I-97 
I-99 
I-101 

I-105 

I-108 

I-110 

!9!'"112· 
I-116 
I-117 
I-121 

' 



' 

' ' 

• 

.-

t 

• 

.· 

' 

•• D. Other v"later Transport Activity ........................ . 

The Coast Gua.rd •.•••••.••••.•..••.••..•.•••••••••••••••• 
The Panama Canal._ ...................................... . 
United States Coast and Geodetic Surv ·ey •••••••••••••••• 
Office of Transport and Communications, Dept. of State . 

Ch. IV - Hig.hway Transpor -tation ....................... . ........ . 

A. Development of Federal Highv.vay Activity •.•••••••••••••• 

Financial Tr ends ••••••• .•••••.••.••.•••••••..•••••.•.••• 
Trle 1944 Act ••••••••••.• .••.•••..•.••••.••.••••••••••••• 

• 

Other Federal Road Activity .••••••••••••••••••.••••••••• 
Forest Service - Dept . of J\gricul ture •••• ~ ••.•..•••• 
Park Highways and Parkways - Dept . of the Interior •• 
Fore .i gn Highways ••••.•••.•.••..••...•...•.•••.•••.•• 

B. The Future Federal Role •••••••• ..••••••••.••••••••••••• 

The Highway Problem ••••••••••••••••.••••••••••• .••••• 
. F~deral Int ere st and Responsibility ••••• .•••••••••••• 

Ch. V - Is sues Raised by Federal Promotiona .l Policy •• .•••••••• ------·------·----------------~ 
A. The Federal Role ••••••.••••••••••••••.••.••••••••••••• 

B. Principles of Finance •••••••••••..••..••• ~············ 
• 

The Possibili t:\ r ·of Financial Revision ••••••••••••.••••• •• 
Th e Question of National Defense ••••••••••••••••••••••• 

C. Federal Policy and Methods •••••••••••.•. ..'! •• • ••••••••••• 

. 
D. Relation of Promotion to Regulation •••••••••••. ..••••••• 

I-l22 

I-122 
I-126 
I-127 

_-I-128 

I-129 

I-129 

I-133 
I-134 

' I-137 
I-137 
I-138 
I-139 

I-140 

I-141 
I-143 

I-148 

I-148 

I-153 

I-158 
I-l60 

I-161 

I-165 

PART II: REGULATIOI'J OF TRANSPORT El'JTER.PRISES 

.. 

. Introduction............................................. ...... II-1 ----- ·---
Chap .. v·r - The Objectives of Transport Control. • • • • • • •.• • • • • • • II- ·6 

A, · The Interstate Commerce Act: Objective and Scope ••••• II-11 

B. The Civil Aeronautics Act, 19 38. • • • . . . • . • .. • . . . • . . . . • • • II-14 

C. Merchant Marine Policy ••••••••••••••• : • • • • • • • • • • .. • • • • • • II-17 

Ch. VII ·- CoJ!trol o.f the Right to Operate Transpor ·t 
Entlerprises ......... ~ .•...•• .-~.;, ....... , ."............ II-22 

• • 

• 

.• • • 



-' 

• 

.. 

.. 

• 

A. The Int erstate CoIILmerc e Act •..•.•.•.••••...•..•..••••• . II-23 

Railroad Construction and P~bandonm ent •••...•..•.••••••• 
Highway and 11vate1-- Trans portation •••.•••.•••.....•...••• 

B. The Civil Aeronautics Act of 1938 •••••••.•.•••••••••.• 

Declaration of Pol -icy and CAB Interpre t ation ••••••.•••• 
Comparison of Objectives: Int erstate Co11uuerc e Act and 
Civil Aeronautics Act •...•..••...•..•..••..•.•••••••.•• 

C O R • f T . 1· A. 0 t • ver-..,xp ansion o runk- i ne . ir .!.1..ou es •••....•••••••• 

The Illogical Route Pattern. · •.••••.••.••••...••.•.•••••• 
The Financial Consequences _of Over - E:xp ans ion. ~ ••.•••.• . • 

. Evaluation of Pro gr am •••.•......•....••.••• ~ •.••.•••• .-• 
Defective cont1,,ol S:)rs·tern ••••••••••••••••••••••••••••• 
Corroding effects of subsidies •••.••..•••••.•••.••••• 

D. Fe edex·· Routes - Ext ension into P.r eas of Least 
Rela ·t,i ve Advantage ••••••..••.••••••...••...••..•••.••• 

. 

Chap. VIII - Regulat,ion of Discri minat ion and Rate Competition 

• 

. 

A. The Standa rd of Nondiscriminatory Trea ·t,ment •· ••••••••••• 

s ·tatutory Requirements Apply to A11 T1"a.nsport Agencies •• 
In·t.erte rri torial Di.scrilnination .•••.•••••••••••..••.•• · ••• 
Discrimination, Natural Geographic Handicap a11d Subsi dy . 

B. Rate Control and Standards of Com·petition •..••.•••••••• -

Main I sstles Raised by ICC Competitive Rate Regulation ••• 
Dissipat ,ion of Carrier· Revenue •••••••••• .•••••••.••••• 
Rate t~on·t,rol a11d I ru1ere nt Advantage •••••.•.•••••••••• 
Rail-Barge Co1npeti ti on ar1d the Subsidy Issue ••••••••• 

Use of railro ads as vehicle for dist ributing 
\vat er subsi dies ••.•.•••••••••••••••••••••••••••••• 

• 

(1) Congressional policy regarding ri ve r 

(2) 

(3) 

trarisportation. · ••••••• · ..................... . 
Public int erest in differential rail-
b.ar ge rate ••.•.•.•••.•. .-•.•••..•...•••••.•• 
Justification for differer1t ials •••••••.•••• 

Rail-Coastal \Vat e1· Competition a11c.l l~at ional Sec urity 
1·ssues . .......................... , ~ • ................• 

. 

Rate Regulations 11nder the Civil J1e1 .. onautics Act.- ••••••• 

• 

II-24 
II-25 

II-37 

II-38 

II-39 

II-41 

II-43 
II-44 
II-50 
II-54 
II-55 

II-63 

II-75 

II-77 

II-78 
II-80 
II-84 

II-86 

II-92 
II-92 
II~93 
II-97 

II-103 

II-104 

II-105 
II-107 

II-112 

rr...;119 



• 

.. 

• 

Chap.. IX - R~te Regulai;,~on an d Railr oa d Earnin gs •.••••.•••• · . .. ~ 
I - . ~ 

+r-126 

II-127 A. The Commission Assumes Functions of Mana 2:ement •...•••• 
'-' 

B. Significance of Divided Auth orit )T ove r B"1.1si:iess 
Decisions•~ •...•.................................... ... 

Procedural Delays and Immediate Financial Consequences. 
1946 Increased Freight Rates (Ex Parte 162) ••• ..••.•• 
1947 Increased Fr eight Rates (Ex Parte 166) •.... .•..• 

Procedural Delays and Lo11g-Term Fi.naricial Implications. 

c. Is There Need for Continuing ICC Control over t h e 
General Level of Rate s ? ..•.......•...••.•..•.....•...• 

• 

II-132 

II-133 
II-134 
II-137 
II-140 

Chap. X - Coordination and I11t egration of Tr2.nspox·t Agencies. -·----------~-,--.::.;__ _____________________ _ 
II-148 

II-161 

A. Combination of Lil{e Carri ers. • • • • • • • • • • • . • . • • • • • • • • • • •. II-162 
• 

B. Corrrbination of Dissimila1" Carr i er·s ••••••••••• .••• · ••.••• . 

The ICC Int erpretation •••••.••••••••.•.•••.••••.•.•••.• 
The CAB Interpretation •••.•••..••.•....• ~ ..•...•••.•••• 

II-164 

II-165 
II-166 

Chap. XI - Railr oad ConsoJ.id ati on: The Pro blem of Weak and 

.. 

Strong Railroads .. ................ · .......... · ...... ! II-174 -
A. Background of the Probl ern ••••••••.•••••••• .-.•...••.•••• II-174 

• 

B. Consolidation and Recaptt11"'e un der the 1920 Jt ct......... II-176 -
• 

Defects of tl1 e PJ_an •••••• .••••••••••••••••••••••• .••••••• .• 
Failure of th e Consolidation Pl"'ogram ••••••••••••••••• .••• 
Shift of f.il1phasis to Transport Coordina t i on: 1933 •••••• 

II-177 
II-178 
II-180 

C. Present Status of Co11solidati on Program................ II-181 

' 
C . . (' th . t . ormn1ss1.on .. ~u ori "Y • ••••••••••••••••••••••••••••••••••• 
Continuing Opposition to Effective Consolidation •••••••• 

II-l82 
II-182 

D. The Need for Consoli dation .•••.•.••••.•.•.••••••••••••• II~l84 

R 1 t . J,. ":'"'I • ., d - ff . . -e a ion vo nai-1.roa l!i 1.c1enc:Y ••••.•.•.••••••••... , •.••• 
Rate Regulation and the Weak and Stro n g Problem ••••••••• 

• 

Commission experiment wi tl 1 pooli ng of revenue •••••••• 
Fif ·teen Perce1 1t Case of 19 31 •••••••••••.••••.••••• 
The 1937 poolin g exp ·erim ent ••••••••••••••••.•••••• 

Unifications have not solved weak and strong 

road problem •••••••• !··· .. ···•!••··········· ··········· 
Improv~d _ capital structtire has not solved tl1e pr -o·blem 

, . 

II-184 
II-186 

II-187 
II-188 
II-189 

II-193 
II , ... 196 



. 
r-1~ : • . . . • . ,: ,• . 

~:., 
' . 

~ . . .. ' . 
J,i.\l ' • 
f. ' --. . . . . . 

D~ The l~.eed for Revisi9n of Consolidation Policy and Re-
assignment of Admjnistrative Responsibility ••••••••••••• II-198 

'" . . 
' . 

. . 

- ' 

• • 

• 

Failure of Voluntary Program and .Need for a General Plan 
of Consolidation ••••••••••••••••••••••••••••••••••••••••• 
Responsibility · for For·1nulating General Consolidation Plan 

Hostile administrative setting •••••••••••••••••••••••• 
Relation oetween the consolidation plan and 
promotional programs •••••••••••••••••••••••••••••••••• 

• 

APFfilJDIXES 

~,. .A,ppendix A • Statistical Data . . 

' . • • • l • • • •• 

II-198 
II-202 
II-202 

II-204 

. ·App~ndix B - Supplemental Data on Federal Transportation Agencies and 
~, Activities 

. .. Appendix C - Recent Proposals ~f Official Groups for Reorganizing National 
- Trar1sp·ortation · Activities 
' ' f, . 

i ··_ :A:ppendiX D - Control of Safety and Car Servic·e 
~ . . . . 

' . . . , ' 

' .:,.: ·-:_ . ,.. 

. 
' 

. ' '.,. 

• 

# ·- - -;· : •• • • • .-~· • 

• .. ~ ... . ~ ..':,;..!,._.+ 

' . ' ' 

' 

. 
• . . ' . . 

• - .: · I' ~J:,;. .. ~- ~ -: 

' . - ... . . ' . . . . 
. ., ;· . ,, ·.· . ·. . . •, 

- J - .. ..:.: .;;, 'S' - . : 

• 

' 

' 

• 



Chart 
flJo.~ 

-
-

LIST OF CHARTS 

VOLUME I 

Present Organizati _on - Civilian Tra.nsportation Agencies 

Proposed Organization - Civilian Transportation Agencies 

Follows 
Page 

41 

41 

l Distribution of Intercity Transportation in the U. s..... 4 
• 

2 Pa sseng er Tran~portation by Int ercity Public Carrier..... 5 

3 Distribution of Federal Expend itures for Transportation 
1948 Estimate •••••.•••• ·• • • • • • • • • • • .• • • • • • . • • . • • • • • • • .. • • • • • I-1 

4 Federal Expenditures for Tran spo r tat ion, 1948 Es ·timate... I-2 

5 Federal Expenditures for Rivers and Harbors 
Total 1922-19l~8, New VJork 19 30-19 5h. ••••••••••••••••••• ·• • • I- ·95 

. 

6 Federal Fu.nds Authorized for High1,v-ays, l917-1946....... •. • I-134 

7 Federal Funds as Per Cent of Total Revenues for Highv1ays 
1921-194 7, • • • • • • • • • • . • • • • • • • • . • . . • • • • • • • • • • . • • • • . • • • • • • • • I-135 

8 Selected Mileage and Financial Data for Domestic Air 
Carriers, 1938-1947 •••••••••••••••••••••••••••••••••••••• II-46 

9 Rate of Return, National Inco me, Traffic Vol1lme, and 
Capit a l E.J<.P er1di t1rres, 1920-1948 ...... . • • • • • • • • . • • . . • • • • • • II-136 

10 Average Rate on Divident-Yielding Stock, Percenta .ge of 
Stock Not Yielding Dividends, and Net Income as Percentage 

11 

.12 

13 

of Stocl<:holders Equity, 1920-194 7........................ II-137 

Operating Results of 131 Class I Railroads, Classified by 
Rate of Return, 19}9-1941 Average •••••••• , •••••••••••••• .• II-195 

Operating Results of 19 Systems ( Comprising 66 Carri .ers) 
Classified by Rate of Return, 1939-1941 .Average •••••••••• II-196 

Operating Re.sults of 127 Class I R,ailroads (Representing 
131 Carriers) Class i1"'ied by Rate of Return, 194 7. • • • • • • • • • I .I-197 

• 

. .. l4 _ . Operating ·Results of 19 Sirstems ( Comprising 60 Railroads) 
Classified by Rate of .Return, 194 7....................... II-198 

• 

' 
' 

• . . . . . . 



• 

5UMN1ARY OF C01'iCLUSIONS AND RECOMMEN~ATIONS 
• 2 

C p . 

The nation• s transportation syst .em, composed of railroad, highway, pipe­

line, water, a.nd air facilities, is the product of a ilni q"Q.e joint undertaking. 

Private enterprise has supplied much of the inventive genius, the production 

technology, and the managerial drive that has given direction and impetus to 

the development of the newer forms of transportation. And, ilntil recently, the 

private investor has furnished the bulk of the capital required to finance 
• 

experimentation, the launching of new enterprises, and their subsequent expan­

sion. Public enterprise, on the other hand, has supplied a substantial part of 

the basic facilities over which private equipment has operated, and has par­

ticipated in a number of other ways -in the transport revolution. The federal 

government has gradtlally assumed major and controlling responsibility both for 

t .he regulation of all transport agencies and for the programming and financing 

of airports, airways, waterways, highways, and o·cean shipping. In fact, the 

federal role in transporta .tion has grown in scope and mae;ni tude to a point 

where federal policy exerts a dominant influence on the future role of trans-

. 1rortation in the national econoxny. 
- I c c II 

From a physical standpoint the development of transport agencies has 

been impressive. Effective and almost 1lnj versal competition has supplanted 

• 
. monopoly. The vol11roA and variety of transport servlc .es have provided a high 

-degree of mobility at relatively low cost to the cons1.Jmer, and have added in 

IE.O small measure to the enrichment of social life and to the efficiency of 

· economic processes. 
• 

' 

It would be surprising, however, if a j<;>int venture _of such comElexity 

magnitude had not produced numerous frictions, area~ of relative in-
• ; w 1 $ I • 

>~ ftcie.ncy, ann.. ,1neven rates of pro~re ,ss. The analysis '-n this report ~as, 
J J • t t $ ! 

• 
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~n f&Qt, revealed the existence of many defects, both - of a policy a.Ifd organi-
. 

·zational nature. Numerous and complex problems have been introduced which have 

prevented a realization of maximum service and economy in transportation • 
. 

In the private sector, where the financial condition of the majority of 
. 

carriers is notoriously weak, private management has been guilty of ill-advised 
• • 

• • 

expansion, failure to achieve maximum economy, and lack of alertness to the 
• 

possibilities of the newer forms of transportation, Communities and other 

interested groups have multiplied these problems in n1.1merous ways; for example, 
. 

by tenaciously resisting tl1e abandonment of obsolete plant and service. Removal 

of these and other drags on progress will, of course, be necessary, if we are to 

achieve the desirable volume anq. q1iali ty of transport service at the lowest 
. 

possible total cost~ But we have observed that some of the most critical 

present and pros;ee,ctive weakne~ses in th~ t~ansp~rtation system are attrib­

uta~le to d~fects in the policy and administrative or ganization of t~e 
- I 

national . government. 

Vast expend ,i tures for the provision of transportation facilities are 

. 
authorized with no c.onsideration for over-all tran~portation requirements or 

the relationships among transport agencies. The result has been an improvident 

use of public f1Jnds and a failure to pro gram in a.ccordance with priority of 
. 

need. The us ·e of general taxes rathe .r than use .r charges to finance these 

facilities has resulted in an 1.1neconoinic distribution of traffic and conse­

quently a misapplication o:f productive resources. In addition, failure to 

_consider the problems and possibilities of the railroad system in conj,1pc ·tion 

w1 th the planning of public transportation facilities has prevented the 

realization Qf maximum benefits and maximum economy. • 

·,- It . has been noted, too, that Congress has not succeeded in welding the 
. 

· Various phases of regulatory and. p~omotional programs int _o an economically 
... 

r 

'· 
•• 
' 

~ 
. 

L ' ,• 

' 

• 

I 
•, 

' 

I 
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· sound and efficiently administered transportation policy ·. It has set as on~ 

fegulatory goal the fair and impartial treatment of transportation enterprises 

and has imposed on them the obligation to provide service without discrimination 

.·or preference between individ11als and communities. At the same time, it has 

been deliberately discriminatory in the varying degree of public aid ext~nded 

to the several transport agencies. It has charg~d two separate regulatory 

agencies with responsibility for preventing wasteful and destructive competitive 

practices in transportation, by rate re gulation and by controlling entry and 

abandonment of business operati .ons. At the same time, it has g.iven other 
• 

branches of government tl1e power to q.etermine independently the character of 

physical trans p ort facilities, tl1eir location and capacity, and the rates at 

which they shall be expanded. 

Conflict between policy objectives ~nd act 1.1al practice is likewise f 011nd 

in the regulatory process itself. Congr es s has directed that the general level 

of rates be re gulated in such a way that carriers 1.1nder honest and efficient 

m~agement may, obtain the revenues required to provide a transportation plant 

adequate for tl1e needs of comiuerce and national security. But the process has 

become so encumbered with pr ·ocedural ri gidities that in practice the benevolent 
.. 

intent serves only to delay the adjustments of rates to changing economic 

.oond,i tions • thereby producing financial emba:rrassment for the carriers affected • 

. 
The net result of these diffuse programs is that government restricts 

wi.th one hand and promotes with the other. It applies control devices appro­

priate to the re -gulation of monopoly and simultaneously atte1I4>ts t9 enforce 

eompeti tion. Responsibility is so widel .Y and vaguely divided that no branch 

of go·vernment can be charged ,,i th the deficiencies of public action in thi .s 

field. And what is more importan _t, the cUJ11U.lati ve effect of the federal 

. -program is a division of authority between government and private enterprise 

I • • 

~ - - -· -- ~--- --- - ... - -- - ... --.. -



• 

iv 

such that neither can be held firmly acco111~itable for efficiency and technical 
' , 

progress in transportation. 

. ' 
The p:rovision of a d~pendable and adeq11ate supply of transportati -on 

I , 

services is so V:i tal to economic heal th a.,:t1d national security that any failure 

on the part of government and private enteryrise working jointly to supply 
' 

adequate service would necessarily lead to the ass111nJ2tion of full responsibili tY. 
• 

by government. This follows from the elementary fact that important segments 

of the total transportation plant can be provided proficiently only by govern-
' 

ment. Consequently, if government action cannot be reconciled to the motivating 

• forces of the private enterprise system, the sector occ\lpied by the latter will 

' • 

gradually contract and the benefits of this joint arrangement ·will be lost. 

REVISIONS IN POLICY 

It has been concluded, therefore, that basic changes in federal policy 

are necessary if effective development of the transportation system, through 

the cooperative undertakings of government and private enterprise, is to be 

secured, Specifically, · we recommend the following policy revisions: 

1. T,ranspel'·tation pro grams updert~~n or finance .d ?Y the federal govern­

,1nent should be limited to projects of national importance which can best be 
I - i e 

_earried,. out ,throu gh federal action. 

·. 
• 

For example, numerous river and harbor pr ·ojects have no economic 

justification; the development of secon dary roads should be left to 

state and local jurisdictions; federal aid for small airports for 

private flying should b$ abandoned; a n1.1mber o.f aviation safety 

responsibilities should be delegated as soon as possible to the stat .es; 

and the activities of the Inland Waterways Corporation should ·be 

terminated • 
. 

' • 
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2. The users of transport .ation f acilities, rath er than the general 

t8:3Payer, should meet the major cost of .providing do~estic transportation 
• 

·facilities. 

.I 

General fund appropriations for transportation are warranted when 

essential to the development of nev-1 industries, unif orm standards, 

national defense, or other important national objectives. But as a 

general principle, user charges are necessary if we are to achieve a 

distrib ·ution of traffic based on cost and service, a.n eco11omic allocation 
' 

of resources, and fairness as between transportation users and the 

general taxpayer. Adoption of t his policy requires the imposition of 

tolls for waterways, an earl y introd11ction of user charges to achieve 

eventual self-suppo1"t for tl1e airway system, and strict limitation of 
general fund appropriations for airports, highways, and other transpor.-

tation developments. 

The granting of epevating subsidies to domestic airlines has not 

created financial stability, but ins te ad has fostered 11necono-rnj c condi­

tions in the industry. We recommend the divorcing of subsidy payments 

from mail pa~r and a:r1 earl .y termination of domestic operating subsidi.e~. 

In the international field, the necessity for subsidi .es to enable 

o·u.r carriers to compete with forei gn su.bsidiz -ed competition is recog­

niz~d; ann. it is also apparent that the requirements of a merchant marine 

and air transport fleet .for national security can be supplied in part 

through such government support. 

3. Proposals fo ,r the d,eve).opment of each ~orm of _ transportation should 

be eval11ated in the light of _the ent -i .re ~ra.nsport _prog ram to dE:termine pP~per 

, e,mp·na$is and desirable prio ·ri tie~. 
i. - a 

fS 
. 

. Separate and j.solated consideration of each mode of transport 

• 
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must be abandoned if government action in this field is to achieve maxi-r-
• 

mum q11a] i ty and minimwn cost in the movement of goods an d persons. The 

opportunity must be afforded to judge, for example, the relative merits 

of spending for airway modernization as compared to extending inland 
. 

waterways; and greater attention must be given to the physical inter-

relationships among transport agencies. In addition, there must be . 

stricter economic tests upon whicp to evaluate proposed. transportation 
.. 

developments in 01 .. der to reduce gross waste of federal funds. 

I 

Primary administrative responsibility for maintaining an adequate 
• 

national tr~ns p ortation system should be centralized in the executive branch 
U I I QC 

of government. 

All programming, operati ng , and management activities should be 

centered in an executive agency. Pro motional ano. admj.nistrative activ­

ities now lodged in regulatory agencies should be tra .nsferr ed to the 

e~ecutive in order to free the regulatory process from these encumbrances 

and to make it possible for the executive branch of government -to carry 

out its constitutional responsibilities. 

This clarification of authority and responsibility is required not 

only for efficie ,nt peacetime administration but to assure an adeqilate 

supply of transportation facilities in emergencies. Thus the military 

establishment should be clearly charged with r esponsibility for specify-

ing the volume and type of transportation facilities needed fbr war 

.purposes; and these must be financed out of the ·military budget • 
• 

It is now apparent that yag1.1e ieclarations of regulatory policy 

with respect to national defense are not suffici ent to assure aclequa.te 

w~time transportation facilities, 
So far, good fortune has afforded . 

' 

sUfficient time fJ.t the begi .nning of war emergencies to compensate for • • 

. 1 
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lack of transportation preparedness. But in any future conflict it is 

unlikely that there will be time to rectify errors of peacetime policy. 

5. The nat~onaJ. progra.m of transport regulation should be administered 
f ; a b I 

. by an 11independent" commission. 

> 

. 
': 

The end purpose of the program for transport regulation proposed in 

this study is to protect the public against rate and service discrim­

ination and to assure the fair and impartial treatment of the several 
. 

competitive modes of transport. To this end the control agency must be 

dedicated to the preservation of equity in its decisions; and it must be 

constituted and organized to maintain stability and continuity of policy. 

Experience indicates that these standards of performance are most 

likely to be achieved through a continuing, full-time, and expertly 

staffed agency whose deliberations are removed from intimate control 

either by Congress or the President. If, as recommended in this report, 

the functions that are of a strictly executive and managerial nature are 

restored to the executive branch of government, there would appear to be 

no need for direct executive control over the regulatory phases of 

national transportation policy. 

6. RefiU].ation should be app~ied 11niformly to all forms 9f transportation ·. 

Regulatory jurisdiction ove1~ all forms of domestic transportation, 

except air transport, has been consolidated in the Interstate Commerce 

Com,ni s sion. The Civil Aeronautics Boa.rd, which regulates air transport. 

has been operating in an administrative vacuum. 

This special organizational treatment, designe ~ to assure the sound 

development of air transportation, has in fa.ct produced overexpansion and 

financial insta.b .ili ty. Apd there is no reason to bel:j.eve that prompt 

corre .otion of these 11nexpected results can be achieved 11nde~ current 

' . • 

' 
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policy and organjzation. 

Of equa.] importance, the separation of aviation from the main body 

of transport control works against the achievement of major regulatory 

objectives. National policy is dedicated to the maintenance of fair 

competition amon.g the several for ms of transpo1'tation, to the prevention 
• 

of wasteful investment, and to transport inte gration in the interest of 

economy and efficient service. 

Experience has demonstrated, however, that realization of these 

desirable objectives can be assured only by centralized application of 

uniform regulatory standards to all competitive transport agencies. 

Diffusion of adminj _strati ve authority tends to produce radically differ­

ent interpretations of identical statutory objectives and substantive 

• • provisions. • 

• 

For tl1ese reasons we have recommended th e consolidatio1+ of regula- · 

tory control over all forms of transportat'l,on into one agency • 

7. Initiative and responsibility should ~e restored to private management~ 
C 4 Z 

There has be en a trend for many years toward the intrusion of 

regulatory action into the essential f11nctions of business mana.gement. 

The railroads, for example, have been precluded fro m making prompt - and 

necessary adjustment of rates to changing costs and traffic conditions, 

with resultant damage to t heir financial position. 

The main difficulty is that every significant managerial decision 

of t~e regulated enterprises is subjected to Co1n1nission scru.tin..v, involv­

ing judicialized hearings, formal argument and legal briefs. Event,2ally 

the regulatory agency decides 'by rnajori ty vote whether the proposal 11nder 

consideration conforms to some unspecified test of the "exercise of wise 

business judgment. 11 

, 

' I 

' 

. ' 
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If' efficient and dynamic performance from the ma.nagers of privately 

owned transportation companies is to be expe cted, the exercise of ;regula­

to~y decisions must be kept v1ithin appropriate limits. To this end, we 

have suggested restricting the re gulatory commission's power to make 

purely managerial decisions, such a.s whether or not a particular rate 

adjustment will produce additional net revenue or will tend only to drive 

traffic to competitive agencies. But full authority over rate and ~ervice 

discrimination and rate r ela tionships would be retained in the regulatory 

. 
program. 

CHANGES IN ADMINISTRATION 

In order to carry out these policy revisions, the following changes in 

federal administration are recommended: • 

. 
A Department of Transportation should be established to consolidate 

,over,nment expendi t:ure. pro g~amming, and operatin g functions into a single 

executive agency. This Department would be headed by a Secretary of Transpor­

tation with cabinet status. It would include a top programming and policy 

staff; and authority and r espo nsibility would be delegated to four assistant 

secretaries in charge of water transportation, civil aviation, highway trans­

portation, and railroad transportation. Other duties would be del egated to an 

Ulld,ersecretary. 

(1) Office of Water Transportation 

The Assistant Secretary in ' charge of this office would be responsible for 

: administ~ring federal promotional, operating, and programming activities in the 

.field of domestic and foreign water transportation. This division would include: 
. -

• 

' (a) Promotional, administrative and subsidy responsibilities transferred 
• 

,. ·_'.from the Maritime Commission. 
' . . > , 

,.-

' 
• 

• 
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(b) The operation~ of\ the Inland Watel'ways Co11pora~ion .transfer:ued frf>m 

.-the Department of Commerce for liq~dation. 

(c) The programming of waterway improvements transferred from the Depart-

ment of the Army, Corps of Engineers. 

.,, 

(2) Office of Civil Aviation 

This office would be responsible for all federal programs involving the 
. 

promotion of civil aviation, both domestic and international; the programming, 

financing, and operation of physical facilitjes; the development of a route 

pattern for air transportation; and the promotion of aviation safety. Functions 

of this office would include: 

(a) The provision of airways; the administration of the federal airport 

program; aviation safety duties; and other promotional activities transferred 
• 

from the Civil Aeronautics Administration, Department of Commerce. 

(b) Safety activities and route pattern development transferred from the 

Civil Aeronautics Board. 

(c) Responsibility for administering air carrier operating subsidies. 

(3) Office of Highway Transp ortation 
____ _., I 

This office would carr y out the federal aid highway program; all federal 

highway promotional activities; safety activities involving interstate motor 
. 

,carriers; and the maintenance of a motor vehicle inventory and war requirement 
• 

e_stinates. 

(a) Federal aid activities would be transferred from the Public Roads 

Administration, Federal Works Agency. 

(b) Safety activities would be transferred from the Bureau of Motor 

. 

_,Carriers, Inte ,rstate Com1I1erce Commission. 

~--(4) Oi'fice of Railroad Transpoz:tatiol! 
a ~ _,. -

'!'his office would be responsible for continuing evaluation of the a.dequac:1 
• 
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· o~ ~a~io ratlr~ad plant and equip ment; the establishment of necessar y operating 
' 

,-1ans to assure efficient railroad transport a tion in ev ent of war; the ad.min-
. 
· 1stering of car service and safet y fiJnctions; and t he formulation of a railroad 

consolidation pla .n. 

(a) Oar service and safet y f11nctions would be transferred from the Inter­

state Commerce Cammi ssion. 

·' 

' 

(;) Service Agencies 

It is al so recounnended that consideration b.e given to transferring to the 

' 

Department of Transportation two existin g agencies which p rovide gen eral service 

functions in the field of tran$portation: 

(a) The Coast Gua~d, to be transferr ed fro m the Department of the 

Treasury. 

(b) The Ooast and Geodetic Survey, to be transferred from the Department 

• 

of Commerce. • 

The primary f1Jnotions of these agencies relate to aids provided for water 

· and air transportation. These agencies should presumably be preserved as 

individi1aJ ,,nits. 

_______ ................. --.... --
• It ,.if fl ~o· r~.c~mmend~d t,bat -t:p.er~ be e~t~bli!hed ~ "-V!d~,;een~ent

11 

,~ 1P:PSl)br~ ,?eftU1ato~,t Co1ruui,ssioJ'.!. This Commission would be responsible for 
r 

• 
C:ontrol over transport rates, the issuance of operating certificates. carrie ·r 

·relation.l;\hips, and finan ·ce. The Comroi ssion 1s f1 1nctions would include: 

(a.) Control over rates, financing, and cer,ificates for rail, domestic 

,,;.;wa.·ter, and p_ipeline transportation, transferred from the Interstate Commerce 
' ~, . 

,Oommission 
' . 

(b) Contro1 over rate confe-rence agreements, discriminatioll, and 

t~rat~o .ns f ·rom the Mari time Commission. 

' ,, ,• 

, 

. . 
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(c} Control of air carrier rates · and certificates from the Civil 

Aeronautics Board, 

.... ..- ... - -- --- - - - - - • 

The full effect of the changes in administrative organization recommended 

o Y 1nso ar as basic deficiencies in national in this report ca.n be achieved nl · f 

transportatio _ n policy are removed. H · owever, by first accomplishing revisions 

in organization, the resulting 11nified administration and coordinated programmin ~ 

of transportation activities will serve to motivate necessary legislative 

c~anges in policy. 

Structural revisions alone cannot be expeyted to produce substantial 
• 

economies. But administrative and policy revisions combined should produce 

:real · savings by tl1e elimination of unnecessary and wasteful expenditure • • 

__ ....... --------w--
The extensive range and complex character of government action in the 

field of transport promotion and regulation are set forth in Volume II of thie 

study. Part I of Volume II describes the types of transportation facili t:ies 

tha .t are constructed an:d maintained by the _national government; how the govern­

ment is organized for this purpose; and .how much money is spent. Attention is 

also liirected to the peysical structure of the nation's transportation system, 

·the f,1ncti .ons performed b·y ea ·ch of the several transport media, and the extent 

to which the national government has influenced this development. Part II is 

devoted to analysis of the government . 1 s regulatory f 11nc.tions. The varying 

-objectives of regulat ·ory action and the administrative devic ·es used in t .he 

' attempt to achieve these goals are described; and the major issues of public 

, Policy are identified. 

f 

Vo·l1.1me I is a general sUIJlJmry of the report. 
I national transportation policy, specific recommendations for revision of policy 

ma.i·n .... 

It includes an evaluation of 

811d administl'ative organizS:tion, and a review of the special problem of 
. . 

~ .taitiing a transportation system adequate to:r national security, 
·~ 

\ 
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CIIAPTER I 

• • ' . 

CRITICAL DEFECTS OF NATIONfL·TRANSPORTATION POLICY 

Some of the most critical v,,reaknesses in our transport atio n system are 
. 

attributable to defects in tl1e policy a.-rid administrative orgai1ization of the 

national government. Federal activities exert a profound influence on the 

provision end managen 1ent of transportation services. But the various pro-

· motional and regulatory progr ams are loosely organized and not governed by 
e 

any coheren·t, set of principles. In final ar1alysis, government policy in 

this field is characterized by defect~ ·in the programming and e:x--penditure 

of public funds, unattain able r egul&t ory objectives, ano. indeterminate di­

vis1.on of authority ai1d responsibility beti1eei1 government a.nd private ma.page-

ment, 

A. DEFECTS IN PROGRATuTI\III~G AND PUBLIC EXPENDITURE I.)OLICIES 1/ 

The feder al government has spent some 30 bilJ.ion dollars for the pro­

vision of tra11spor ·ta tion f acilities ~vid se1--v~ces in J.i ttle over three de-
.. 

. 

cades. Th·ese outl ays , augmented in some cas es b-.f state and local matching 

and maintenai
1
ce ex1)en di tures, l1ave been a major f actor in determining the 

nature and extent of the transportati on system • 

.c1ccompl1.· ._Rl"'Tl"!e_r. ts wli.ich such exp_ endi tures have made Desp.i te the physical - _ .~ • 

pos~ible, it cannot be said th a t maximum progress !i.as been made to v-1ard pro-

viding efficient .and economical tra.Y1spo rt atio n serv;ice.s. r.18.jor defects in 
• 

. promotional po.licy have caused federal achievem ·ents to fall fur short of 

potential goals. Federal activity has been mar ked by vague objectives, 

' 

. 1/ Supporting an,alylJiS for the conclusions ;:;et fortb in this section will 

.. be found in Vol. 2, Part I. 

• 
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qqestionable methods 0f economic J·ustificut1.· on , narro,-:ly conceived program~ 

, an defe cti ve administrative ming of expenditures, unsound fin 2~nci· al_ po1_1· cy , d -

management. 

Basically, the weakness in feder al policy is the failure to recognize 

that the u.ltimate objective is to achieve the best possible transportation • 

system for the move1nent of pe1 ... sons and goods. Because differe11t tr-eatment 

·. of the several transportation agencies has been required throughout the 

history of federal transportation dev eJ.opme11t, it has been ass1J1ned tl1a t for 
' 

this reason th .e 11eeds of each · tronsport i...tion agency sl1ould be considered in 

• 1 t. iso ... a ion. The rest1l t l1as be en ne glect of over- all trap.s porta tion objectives 

and failure to vie\ v tl1e tr ans port &t,ion problem a s a. \7hole. Inste ad there has 

been a preoccupation v1i th t;he i 11di vidu al 11ro bler os of individu al transportation 

• agencies. 

{ 

Al thougl1 tl1e interrela tio11sl1i1)s among trc.11.spo1--tD tio11 agencies o.re 

generall:}r i gnored by feder al policy, tl1e fact remains that recognition of these 

relationships is bas ic to any solL~d determi11 a t~on of economic justification, 

to the est a blishlne r1 t of p1"i01"'i ties for public expenditure, and to intelligent 

consideration of ·the impacts of feder a l tl·i?...nspor·tution activity. Failure to 
• 

. 
think or act in term .s of over-all transport a tion requirements hes m.eant that 

no individual or agency 11as been in a position to weigh , fol' example, the 

relative fin an cial needs of ,.,~,a ter\ vays end ai 1 .. ways, or to evaluate the net 

results of a ll the various f edera l tr ri.ns port u ti on tL11dert&kings. Tltls failure 

·ha f b- · f d or the los s of ·0 1.:>_oortun .i ty 
s· meant either outright v:as te o pu 11.c rm s .r: 

. to acl1ieve full benef"'i ts fro 1n pt1 bli c expendj. ture. 

Revisions are neces13ary in . feder al tr.e.i:i-6.J!~r~ti,on progr~ming !'ffid 
j, • • • • . 

J?,rocedtp;"_e,. The upw!l,rd trend in the sco pe and mo.gni tude of federal transporta-

t
. more tllo. 't 

1 
ever befor e t he need for a ssttring that the 

· ~on_ activity stresses ~ 
. ' 

• 

' 
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• 

expenditure of federal fund s is directed to th e desir ed objective s . Si11ce 

the war, nation al transpo r t a tion a cti vi ty has expan ded to include a va stly 

augmente d re sponsibility for ro ads and stre et s, whi ch ha s more th an doubled 

the pre war milea ge of faqili ties eligible fo r f eder~a1 funds. .A ne i1 feder al 

aid program for a irport development and an entir el y new concept of air navi­

gation aid s have like wise been included in the ca t egor y of f eder a.l projects; 

and pl ans for t ne development of merc hant mar ine an d r iver an d har bor programs 

like \tlse sugges ·t, ne,;f high level s of pe a ce t ime a ctivit y . 

Ivloreover , ·the phy s ice.l needs of our tr ansp .or t a tion sJrstem today are very 

extenBi ve, in c:Luding not only t he he,3.Vjl- mainten an ce and r epl a cement require­

ments of existing f a cilities, but th e tr emendous demands of modernization. 

There is dev e loping a r ea li zation th a t our pri nc i pal l1i ghv1ays a re grossly in-

- adequate to meet the demand s of motor tra f fic; thr tt bold con cepts of design 

mµst supple.nt tl1e orthodox t.nd oft en in adec1uat e app ro a cl1 t o th ese problems. 

The inst all a tion of a.n a ll- weatl1 er a ir VJuys s;yTst ern, basi c to t he sa fet y and 

' 

regul arit y of a ir tr a11sport c1t ,i on , i s e.not.her pr oject dema.J1d.ing ea1 ... ly completion. 

It is like, ;;ise evide n t tl 1at modernizin g and conso lid a tin g of ·termj.nals is long 

overdue. Fo.r, the s e .fa ciliti es acco11nt fo r a hi gh percent a,ge o.f the cost of 

trans port a:tion, mea sured in time and monej,· • 

Jn vie w of t he ma.grtl tµde of .traus ·p~r t a tion t' equi.re men"t,.S, the r ·ole of the 
- 4 • 

f 
...:i. 1 ..:l . .::-.· " nd -e 1 ati ,_,e i mpor t.?.nce of p-ro;ects eu..er~l governpient must be cl,ea1"- Y ue-:1.nea ru. .1. ~ -. · · ; · .- ,, · 

piust be det ermined. Cons ide .r -o.tion mus t be gi ve11 to t he degr ee of national 

importance whi ch at ·tacl 1es ·to various a spe ct s of t he transport a tion program in 

ord .er that .fede r al a.ction may be conc,e11t1---a t ed on pr ojects best adapted to the 
' 

fede~al act .ion and most urgently 11e~ded from t l1e s ta ndp:oint of the country as 

· a -whol~. Thei--e is .110 app arent ba..s is f or the relative emphasis ncnv pl a ced on 

t~ several transportation ageneies by feder al promotional programs, and in some 

• 
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cases tl1e desirability of o.ny particip a t,_· on on th · . e part of the feder al govern-

ment is open to question. Fi·n 11 . 0- Y, even ivhere legitimate feder a l objectives 

• 1 d are invo_ .ve ., justification of fede~al particioa~; 011 1• s ~t - ... 1.1... 0.1. en so vague tl1a t 

the r:ierits of the program are difficult to J"udge. I tl n 1 n ~e case 01 a leged 

nation .al qefense r~quirements, for exe.mple, no attem pt is made to impose upon 

the military the responsibility for st ati ng in specific terms what tl1eir needs 

may be. 

It follov 1s, then, tl1at an attempt must be made t,o establish a more 

definitive federal role in this field. The size and character of federal pro­

gran1s must be determined ,;Ji th reference to specific national objectives. Ther e 

must be a careful appraj_sal of tl1e vario,1s transportation projects ·to be 
. 

accomplished in 01"der that the grea.test needs and the most appropriate pri-

ori ties may be agreed upon. Tl1ese determina tio11s cannot be made in a vacuum 

for ea.ch form of t1 .. anspor·ts .tion, b1;1t only t h1 .. ough conside1--ation of the needs 

of the tr ansportE-1. tio11 system as a rlhole. 

~1~re U!lifor~. p1--09e~ur,es_ must. _ _pe adopted for carz:ying out feqeral trans-

Eorta tion acti vl ·ties. ive have seen tlw. t tl1e gro wth of feder a l transportation 
I e p •• 

activity in sep arate compartm en~ has re su lted in a diversity of procedure 

\",hich in most instances reflects the faj.lure to vie v1 at once the several as­

pects of federal tran _sportation policy. VJa ter way propos a~ls, for example, 

are submitted ,to Congress by interested groups or individuals, and their 

economic justification is deter mined by a branch of the military establishment 

which has no res ponsibilit y or concern for tran sportat ion needs as a whole. 

, The Congress then makes the fin al deternJination of the individual projects to 

l;J~ included in t i
1
e river a ild har bo.r program, ancl app ropriates funds to cover 

their construction, maintenanc ,e, and operction. In the case of federal aid 

" fo b · h of a desi· ra .ble p1:ogr·am is a. state function ., but 
. .r · . ig \1_ays, the planning 
• 

• 

• 

• 
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• 

all projects 

,vi th federal 

must be contained in a limited system of eligible 

approval. Fed eral fundc· foY- high........ . - ~ · - way purposes are 
' 

5 

routes selectecl 

allocated among 

the i11di vid1.1al states on the basis of a speci· r1· c fo1"l!lula prescr'i bed in tl1e 

la v,; and th ese funds are limited to constri.1ction purposes and must be matched 
• 

by the states. 

There are numerous other· procedural variations among the several feder a l 

promotional programs• All federal bigh, -:ay aj_d is channeled trirough the states, 
• 

·whereas a ir port funds mav be granted directl y to loc al un.t~~s. ~ d 1 th · <,I • ~ - .1. e era at1 ori-

zations for high vvays consti t,_1te contr ac tu al oblig at ions v1hich are made avail­

able in full th..ro11gh subsequent, appropria tio11s, 1,-~.=-here as authorizations for 

other tr ansport a tion p1 .. oje~ts n1a.y or maJT 11(1t be &ppropri .s.ted . Operating sub-

sidies for ocean s11ippj_ng a re gr a11 ted in 
. ' -r,11e f or·n1 of direct pc.yments to · ship 

operators, vvhile in the case of airli.nes these subsidies are included i ·n pay-
• 

men ts for the ca1"riage of tl1e n1ail. 

Tl1ere has been a l ~clc_ of effective tr ansp o:rtation.,planning fo.r national . 

def ense. Failm"e to plru1 tl' 1e c1evel opmen t c.11d organization of tr an sportation 

facili tie -s t.o meet t he emerg e11cy re quire ments of \1ar has been another serious 

defect in feder al polic v. That the results have not been disastrous may be 
- "' 

attribu .ted to the fortunate circumstances "Rhich have afforded us the time and 
• 

opportunity to devise emergency procedures for ac:b..ievi_ng -effective operations. 

During the past war we were able, afte:r the start of hostilities, to establish 

a Central agency in the federal go;,ern)llent end to experiment ~til effective 
' '• 

~roce .dures had been developed. 
~ 

Li 1cevJise -r,7e were ab le to compensate fo1... lack 

. of fo,resight by creating with phenomenal effort a shipbuilding industry end 

- . . 
-~r-c~t fle -et, a ne v1 

pipeline network, a synthetic rubber industry, a ration­

• 

~.~':ins wet.em, a~d other emergency solutio?'.l _S • 
TI1e success which atten _ded ~hese 

t O
ve 1--come the fa ,ilure to a.nticipa te 

grec1.t er1ough o 
' - . 

' 

,:'· Ef(f~)lt~ \~18.S 
' 

.-

/• ·~ 
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their importance. But ·tremendous risks \"!ere involved in gambling rdth the 

transport a. tion system • 
. 

The prospect that ano·ther '1?1;:r ;vould strike rri tl1out 17arning and that ex-
. 

te nsive destruction 11ould be suff·ered by our ~ + _ . . . . cou..~vry, including its transporta-

tion system, malres · it even clearer tha·t the good fortu..rie v1:b..ich has thus far 

brought victory ca.lll1ot be relied upon in the future. It will be necess ary to 

have in being , at the beginning of e..ny future corl.fl;ct • the transportation 

facilities necessary to carry us through; and the opernt~g pattern and or­

·ganiza.tion cap a bJ.e of assuring effectj_ve opera t ions. Unless ·these plans are 

l ~id dtlring peacetir :1e, a.nd the macl1inery establ ished for their prosecutio11, 

it v,ould be futile to ex1)ect tl1e \"!ar-suppo1"ti.r1 g economy to be adequately sus-

tained. 

In summary, the p1"ogralllluing of i::>t1blic tr ansp ort£ tion facilities is char-

acterized by differences, discrepancies, and omis s ions rihich o.r& i11evi table 

\v~en the tran sp ort c:tion problem is loo l{ed upon as half a dozen separate prob­

lems. There ~are no uniform st a11dards bJr ~vh.icl1 federal agencie s may determj.ne 

economic just .ification, r10 over-all estimates of t1°'affi c needs and trends 

U}Jon 11hich to judge alter 11ative projec ·ts, no 11niforrnity ~Ii.th regard to the 

manner of est a blisl
1
L.vig physic a l pla.ns, no opportunity for phys ical Lri tegra tion 

of facilities, and no consistency with respect to distribution of feder al . 

1 .. unds, permissible type s of expenditure, and state I!tatcriing require me11ts. 

'.J'!ler,!3 is need for revi~ing financi el po).icy. One o.f the fundament al 
C C • • 4 

difficulties of nation al trans port atiop polic3 r stems fr om the f a ct tlw.t rail-

i::oad and pipeline facilities are priv ate l y owned and financed, v.hereas the 

basic f -
1 

r""or tr .. ·ansp -ort a tior1 by a2.1--, r1ater, and b..igl1r1a.y are 
· aci ities required 

P~blicly provid,ed and f:!.nanced .for the most part t hr ough general taxation. 

' Thec-·e publ. . d .. r,r:u· 1g degr ee s of aid to ·o\~iners and users 
• • '\;J · · · ic expengi tures provi e va ., ._ · ~ 
. . 

' 
.. . . . ' 

-· 

. . . 
. . 

-.=_ - --

, 

.. 
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of private transporta .tion equirJme11t 1 h 
. • , v o compete with the oper a tions of 

priv ately fina.i.~ced facilities as well as 
among themselves. Since the cost 

p~id for the operation of equipment over h 
t_ie public v,ays reflects only part 

of the true cost of providing the service 'b h . 
- , ~ie c.oice of transportation method 

made by consumers and shippers is not based on relative economy, but only on 

th at part of the cost not defr ayed by subsidy. I .L l :I n o l,.ner r!oras, the degree to 

v1hich these sever &l forms of ti·ans por t c:.tion ai--e patronized, and the nature 

and extent of 1)U blic . and priv a te inves ·tmen ts in tran sp orta ·tion facilities and 

equipment, are determjn at ions ,·:hich oft en reflect tl1e gene rosity and uneven­

ness of legislative o_ppropria tions ra tl1er them tl1e a bility of &n agency to 

attract tr affic at r a tes which ~ill cov er cost. 

An economic development of trans port ntion and a productive t1se of re­

sources the ref ore ca ll for tl1e finnncing of f acilities tri1,..ough cl1arges levied 

on the users. The achiev ement of seJ.f-support through us er charges i.·tlll not 

comple·tely overcome the financial ine qualities bet rte~n privately 01med rail­

roads and publicly provided facilities. And it must be recognized that in 

some cases the goa l of achie-ving self-support may be only partially attainable 

due to legitimate general fund expenditures to promote federal objectives 

tthich might ot11er, vise be impossible of achievement. But, insofe.r e.s we can 

approach a condition of self-support, ue -rrill move closer to an e..llocation 

of traffic based on relative economy, and therefore to an allocation of 

resources designed to &chieve maximum resu1ts a t minimum cost. 

It is not contended that the federc>.l government has 110 rigl1t or obli­

gation to invest general tax funds in tr ensp ort ation f ac ilities; on the con­

trary, there are circumstances in ,·ihich such a use of public funds is \7arranted 
• 

and necessary. As pointed out icter such federal objectives as as suring ade-

quat . 
1 

d f n~e or promoting uniformity or minimum 
e facilities for nationa e e 0 

· 

• 
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.~tandards among the several states ~oe le ·t· , . rnay gi J.. . imave objects of federal ex-

pe11di ture. Wl1erever possi blA ho,· e .J, \-1 ver us h - , er c_1a1--?-:es a_f_f0 _ ..... d .1.h ~ • · L, e best means 

of pc1ying the tra.nsrJorta. tion bill. For, in 

including · transport a. tion costs in t l1e fin a l 

avoiding the distorting effects of subsidy, 

addition to the desirability of 

determination of prices, and of 

use1"' cha.rges l1ave additional 

I,11eri ts which furtl1er t~e ,it ·tainment of tr ansn_·, ort::i-1.,' _; on .... ob,jectiv ·es. Direct 

cht:rges for t1 .. a.nsport r!. tion services are a useful expedient ·in lieu of general 

taxes beca11se they provide a continuing f source o revenue on a fairly pre-

dictable basis, a.s the producti vj _ ty of the g£Lsoline t ax for high,·iays attests. 

This financial continui ..tcy in ·turn serves e.s a ba sis for long-rcmge budgeting 

and preserves capital investments. 

TJser taxes also r ed·u.ce t! 1e amount of ·r:~ste ~vhich occur s in t he devel-

opment of t1 .. an sport facilities, fo1-- t l1e benefici a ries 1vho ur ge the provision 

of trnnspGrtatio11 facilities lmoi.·1 they n1t1st pc.y tl1e bill, and th ey are there­

fore mo1,e p1--udent in tl1e t ype anc1 extent of the propo sc:.ls they submit. For 

example, the uneconomic eA--pansion of inl ru1d· v1ct tex·way f a cili ·ties v,ould not con-

tinue at t he present r a te if those 11ho espoused the m kn~n that they would be 

held responsible for their support. Finall y , us er revenues are to be preferred 

over gener al funds because tod ay, when federal expenditures and the scope of 

feder al activity are exp anding, there is need, r:herever possible, of promoting 

fairness as between general taxpayers £.nd specific users who benefit directly 

, .t> 
J. "rom , - "tr an;3 port a tion developments. 

Si nce it is possible to identify the users 

·,. 

• 

• 

of pub1· t . faci""li·· +i· es, r,nd to measure t l1e e·xtent of their use ., 
· 1.c ransport a tion v ~ 

it · 
1 

r.- the p1"ovis ion of these services. 
. :i.s clearly desirable to charge direct Y iOr • 

., 

that as~ 
ener a.1 rinci ple tl1e financin 

It . is recommended therefore 

be 
a ccomplished _ tl1r·ot1 b tolls or .ot .her 

sbo1.1ld .of tra.n. s orta.tion facilities 

I 

• 

' 

• 

' 

• 
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§Pe,ci~l ch:a,rges imposeq. on the user.£• The pr · ecise methods to be applied in 

collecting these revenu .es , the exte n t t , o wni ch current problems can be 

re.medied by this change in fm" nnc · 1 h ~ ia met od and th 1 - · ' - e e emen t of time required 

to acltleve self-support, a re considerations ,. 1 · h 
-- -.iJ uc must be determined for each 

form of transportation and in some cases for; d"~ "d 1 _n 1. n ua p1 .. o j ects; Consider-
• 

ations of this nature should be amon
0
r:, .i.l.,_h_e • • • • rn1.~1a l responsibilities to be 

assumed by the federal government as soon as a reorg anization of feder al 

activitiBs provides the machinery for investig ations of this scope. 

Exclusion of the r a.ilro ads. 2re~J.udes effec ti v.e ,Erogrflmroing. Federal 

policy raises the question not only of the fin v.ncial in cquali ties bet,7een 

. privately and publicly provided facilities, bu.t of the V!isdom of excluding 

from federal transport a tion developm ent ~11 consideration for the physical 

condition and service potenti a ls of the r a ilrocd plant. During the decade 

ahead, public ag~ncies will particip at e in large-sc al e deve+opment of air, 

highv1ay, and ,va ter trnnspor·ta tion f aci lities. Tl1ese developments car.mot be 

intelligently progranuned v~i thout conside ration fo1 .. the futur"'e role to be 
• 

played by the r a ilro ads , the impact of public f a cilities on the financial and 

physical condition of the railroads, and t l1e oppor tunities for supplanting 

rail services or physically coordinating them r;i th other trans portation agen;.. · . 

.. 
cies. 

, · 1 ~ the v.ol1uoe 
To illustrate, today a phenomenal ir1crease is ta.King p_ace in 

of J.. p.h~sical requirements of high rza.y modernization to 
mo t.ior traffic and in the ·o1 

accom~ d ~ ' ~u _O ave· this tre ·nd. 011e of 

h 

the factors adding substan ·ti a lly to these 

truck t,ransport. The rise 
incre as e in heavy 

p Ysical needs is the spectacular 
• • ii-h to tl1e lower costs or the 
in in te . ca··n be· ::-itt1··i bUted ei i.u er rci ty truck traffic -

better service afforded b . y 

. ildirantages may be due to one or more of several causes . 

~ed to· rail . ,· and these 
t .~ .1-1· on compa-

big h,vay tr aJ1spor c..1. v 

The truck may be in 

. 

• 
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a favored position due to technica 1 advanta 
- - ges over the railro ads . Or its 

advantage may be due to favorable tre~t~en~ f 
a~ v o government . , in the form of 

either subsidy or preferential tax and regul t 1 . - a OMy po 10-r - ..,;; . On the otl1er ha.nd, 

the rell \tiv-e position of l1igh"Piay and r nil c... · be 
~ .~rriers may due to remedi al 

def·ects i..n tl1e railroad system itself incluai·n g +he f -1 t . 
, - v ai ure o consolidate 

or modernize. 

From a nation a l standpoint tl1e que st ion to be a11s\vered i s wl1et11er funds 

should be sper1t to accommoda ·te furt1 1er shiftmg of freight tr affic from rail 

to highway, or l'vhether steps should be t aken to acltleve bet te r and more eco-
• 

nomical railroad service. Today there is no other altern a tive than to 

neglect the possibilities of 1"'ailroE~d modernization, reg ardless of rihere this 

course may le ad. Tl1e probability is, hovveve1", th a t it rti ll le ad to further 
• 

loss of tr affic by the r a ilro ads , higher r &tes of expenditure for alternate 

lti.gl1v1ay facilitie s , furtl 1e1' deteriora t io11 of the railro ads, and ultimate 

public support of essential r ailro ad services. 

There i :3 no suggestion I1ere tl1a t t he inevitable shift of c~rtain classes 

of traffic from t }1e r a ilr otlds due to tecli.nological change should be resisted. 

It is merely poil 1ted out that for cer ta in types of V70rk, particularly long 

haul and mass movement of freight, t he r ailroad system is technic ally rrell­

adapted. The rel a tive economy of rail transport a ti on in this sector is sub­

stantial; and it is indispensable that t11ese f acilities be ma intained for 

national defense purposes. Nevertheles s , current nation al policy f ails to 

recognize th ese considerations. The feder al government undert ake s extensive 

tax-supported promotion al progr ams whi ch create unf air competitive disadvan­

tages for the railroads. it then a ttempt s to accommodate the resulting shift 
. , 

or traffic by further expanding these public investments. At the same time 

it evades the _ responsibility of compelling corporaie and operating revisions 

' 
l 
I 

I 

j 
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in the railroad system. 

There are many examples of the futility of ~t+emp~,-,,.,_ g 
..... "' v~.1 to formulate a 

physical program for national transport at ion development ~hen the role of 

railro&d tr ansportation is excluded from consideration. Revisions in methods 

of financing public facilities, relaY~tion of r 2.il~o ad reguJ.a.tion, and the 

consolidation of railroad facilities would in combination materi ally improve 
. 

the long-run financial outlook, hence physical concli tion, of the railroad 

system. But the hiatus between railro ads and other tr&nsport facilities would 

continue to impose an unnatur al obst ac le to over- all tr ansportation develop­

ments in the interest of both the users of transport ation facilities and the 

general taxp ayer. The government must therefore keep u.~der contjn11ous 

scrutiny the advpJ1·t0.ges and disadvantages of the r>resent admixture of p~ivately 

and publicly provided facilities, the implication~ of ultim ate government 

ownership of the railroads, and the practicability, as an altern ate solution, 

of government o\rmership of basic railro 2.d fc.cili ties for lease to private 
-

operators. 

B. CONFLICT BETWEEL~ PROMOTIONllL ACTION AND REGULATORY PROGRMJ Y 

l gov. ernmen tr s regulatory program is the main-The keystone of the federa , 

tenance of fair competition among transport enterprises· All regulatory 

• 
st t h,cr,,;nst d1.·scriroinatory rates or service. a ute~ carry prohibitions -b-...1,...U 

Al1d a.ll 

eY"n1· org ~~nJ.·?.ati on of transport services by declar-
~~ lcitly reject monopolistic 1.,,../. -

· · d ~ transportation shall be 
lng that the ''inherent advantages'' of each mo e o.1. 

Preserved. 

wf The supporting analysis for the 
1 ·be found in Vol. · 2, · Part ·II. · 

• 
• 

conclusions · set forth :i.n t.hi -s section 

• 

• 
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It has not been assumed that fair 
competition will be achieved in 

this field through automatic processes. 
On the contrary, the government 

has assumed affirmative control over . 
ra~es, route patterns, and corporate 

Str ucture of the industry. But tn1 e f t ac remains that the underlying theory 

of the regulatory scheme is to preserve ,rorkabl_e competition. The end pur-

pose is to afford each transport medium an opportunity to find its area of 

usefulness on the basis of rela ti 1re efficiency and quality of service. Free 

co11sumer choice, guided by rate W1d service competition, would then alloca ·te 
• 

the a:va.il a ble traffic equitably and economic e.l ly among the se veral forms of 

transport c. tion and tl1eir cons ti tuen t opera ting uni ts. 

But the government l1as f a iled to provide .·the economic environment and 

administrative machinery essential to the succe ssf ul operatj.on of such a 

system. In fact it seems clear th at under the current diversity of policy 

and organizational arrangen1ents the domin ant objectives of transport regu­

lation cannot be att a ined. For tl1e promotional and subsidy phr:.ses of govern­

ment action interfere with the economic allocation of traffic, a~d the dif­

fusion bf regulatory res ponsibility le ads to competitive inequalities, over­

expansion of transport a ti on facilities, and uncoordin ated services. 

RAte competition does not produce an; '?conomic o.lloca"t2ion_of traffJ.c 
,. 

0 
a r a 

p.mong transpoi--tation agencies. It is axiomntic th a t an effective pricing 

mechanism constitutes the mainspring of a competitive system. And by the 

same token, to the extent that the operation of the mechanism is distorted 

either b . 1 t· government interference, competition becomes r private manipu a ion or 

llnrelieble as tl1e arbiter of economic 5urviv al • 

Government policy no, ·, contemplat es tl1at the respective roles to be 

Played b · ..i..ation econo1ny r1ill be determi11ed in the 
· ~ each agency in the transporv 

Inain by • t· t· n Regulatory agencies, ho,vever, have been 
price and service compe i 10 • 

• 

' 
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given tb ·e p0\'1er to . see that such competit ion does r,.ot become "destructive. r, 

1htls the Interstate Commerce Commission d t _. - - . e er1n2nes by mi nj m11m rate regulation 

the extent to whi ch _ rail, motor and rrate . ' , r carriers may adj ust prices in 

order to ' hold their traf fie or tap tr 1e mark t f .. . · e o a compe~itor, and control 
. 

the r a.tes of a ir carriers is vested in ,J.h c · ~ -1 A , .• - • 1.1 •• e 1.vi_ 11.erona.u1:,2cs Board. 

- compe ing agenciec It is obvious that tr aff ic will not be alloc~ted among t 

in accordance with rel a tive economy unless the r ates under ~uestion reflect 

true economic costs a11d unless both agencies apply uniform standai .. ds of evalu­

ating ser-r..rice fa9tors. But t'Je have o bsel"·ved tl1a t neither of these conditions 

obtains. The existence o·f preferential government . subsidies renders futile 

much of the regula·tory effort to use minimum rEt te regulation in 01--der to 

achieve an equality of '' competitive opportuni ty '' an1ong the various tranGport 

agencies (Vol. II, Chapte1" VIII). The main difficulty is that, the ''costs" 

with which the commissions deal a.re 11ot comparable , since the rates of some 

agencies must in the long run cover to ta l economic costs while the rates of • 

other carriers reflect varying portions of su ch costs. For example, r ailroads 
. 

and pipelines, being privately owned and financed, must maintain a rate 

structure that will produce sufficient revenue on the average to pay all oper-

. ating costs, incluclini maintenance and depreciation of equipment and fixed 

Plant and taxes on property. In addition, sufficient net operating revenue 

must be realized to pay interest char ges on debt and to maintain credit, or 

to provide ner,1 capital out of net earnings· 

By contrast, 
f t heir use of publicly ovmed 

other carriers, bec ause 0 

f · . t ,J.es 11~bich cover only a portio11 of 
acili ties, are able to offer service a r a. u " 

co . t d · n· ot reflect any o-f the cost in-
. rresponding cost. Water carrJ.er r a es o · of' river and harbor 

CUrred by government for the c~St1'uctio:n and maintenance 
• 

. . 
• ; 

.. 
' . 

' 

' 
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fac1
·1ities and aids to navigation. Ai· 1· . r ines enjoy relatively - free use of 

P
ublicly provided airports and air ways, and, . d in a di tiop., are eligible .for 

direct financial aids in the form o? air m~;, t - a._..1. pa:},~en s. ft_rid, al though motor 

-ca.rr l.ers pay substantial amounts in ..1.h~ f' _ .ro L,.~ _ orm O.L user chai"ges for the su.pport 

of publicly provided high v,ays, they enjoy subst anti al gener al ftn1d suppo~t~ ! 
• 

Tl1e net effect of this situation is th at the total cost of all subsidized 

transport services is d;i,. vided in varying degrees bet rieen shippers and 

passengers on the one hand, and gener al taxpayers on the other • 
• 

When sever a l agencies are competing for a given vol1Jme of traffic under 

• 

. 
su.ch circumstances, the one striving to recoup tot ci.l costs r1ill inevitably 

suffer ru1 erosion of its rate structure. For obviously the shippers' concern 

is vii th comparative rates rather th an ,·.ri th total e~onomic costs. If the 

quality of service is comparable,'the shipper will therefore give his busi­

ness to subsidized and therefore loi,1-rate carriers even th _ough the total real 

cost, inclt1din .g that paid by the general t axpayer, exceeds the rates c~rged 
. 

by the self-supporting carrier. 

A self-supporting enterprise such as the r ailroads ca.~ cope with this 

situatioll only by reducing rates or improving service. In the effort to pre­

vent tr affic diversion, rates on the commodities that are most vulnerable 

to compe~ · ti . 
11 

t d t ard the leve 1 of out-of-pocket c-osts. Revenue 
- . uJ. on r11 · en . .ow . . · -

reqUired to obtain the level of earnings needed to induce new capital into 
. 

the industry can then be secured only by incre asing r a tes on the less vulner-

abl 
e SUc.b traffic to comp· eti ti on 

- . e traffio. This' in turn, v1ill further expos 

and · th e processes of erosion ,vill continue· 
· e can survive if a large 

Manifestly, no privately financed enterpris -

portion of its rate structur~ covers only out-of-:-pocket costs. If that 

a.cre - subst a· nti·_a l manc;Lgerial or technical 
0 ~cy posse ·ss .es at any given tune a · · 

-. 
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. superiorit y , erosion of the rate structure may be.retarded. And the nro-
.L 

cess mr.y also be ~lo vved do'tm .by r ec\1.rring periods of economic activitY. 

whi cl1 gener at e enough traf fie for !"111 • . . "'-- El.genc1.es, thus lessening the intensity 

of rate competition. But these uncertain . t :, . . . prospec s hola lit.tle attraction 

for the private investor to cow.rnit hi s capital to the modernization of the 

railroad industry • 
• 

Tl1e chief hazard is the element of uncertainty. Under cur1"'en t national 

policy, neither re.ilroad management nor prospective prj_·vate investors can 

gauge ,vi th any accuritcy the ft1ture scope and intent of the government pro­

gram of financial assistance for otl1er transportation agencies. Until 1944, 

for example, it appeared th a t the fe der al role in highway development had 

become fairly "'''ell stc11J1.lized, both as to tl1e amount of fina.ricial assistance 

·to be advanced and the class of roads on ,·1l1ich such funds were to be · ex­

pended. Since tl1at time, 110,,,ever, federal ap pr·opri at i ons f'or highriay im-
• 

provement have been greatly expanded and eligibility for the application 

of such funds has been extended from a limited federal aid system to in-

elude city streElts and secondary ro ad s. Appropriations for river and harbor 

improvements continue to mount. And t he proponents of aviation development 

are urging large-scale and long-range federal expenditures for improved 

airports and air ways. None of these expenditure programs carries any ter-
. . . , . . 

lillnal date, nor any specific policy of self-liquic a~ion. 

U d t .he e.s .
aen+.

1
·a1 ,re.quirements for long-range 

n e·r such circumst arices, w '-' 
. 

new capital investment in the railroad in duSt ry are absent. 

assur equ1.· pment 50 pro,,ided ,;;ill have an opportunity 
ance that the plant 01" 

There is no 

to compete for the nation ·, s transportation business on a basis of equality 

ent ·for preferential assistance. 
out by gover nm - , 

allocation 0£ tr'9-ffic 
With th' · ·. e agencies singled 

On the contrary, it seems certain that the uneconomic 

• 

' 
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11
il1 continu .e to dr ain away th e fin anci &l strength of the unsubsidized 

enterprises such as t l1e 'r ailro ads .. F o-r '"' s r 1e • di . - , a. ~ in ca1:,e by case analysis 

in Chapter VIII, policy declar ations inf _avor of impartial regul ation and 

f air competition implemented by minj..n1um t r a e regul ation cannot as a practi-

cal matter correct t he dis ·torting effect,s of public subsidy. 

~ - .. ~-- iscrimination. This Regulation is unable to nr.event - u.n .. f a1·rnes s ana~ d' 

situation not or1ly introduces maladju s tmen·t,s into a competitive system but 

it thre a tens to .des troy th e r11or al f oundations of public reguJ_ation. From 

t~e outs et the st atut ory re ~uir ements t hat public carrier s sha ll charge 

only "re o.sonable c:i.nd just 1' r a tes and s1-ial], serve all comm11ni·t ies and 

ship pers vii tl1out unjust disc1 .. imi 11ation or preference r.ave constituted the 

core of tr ansport regul a.tion. Throu gh the m1iversal application of these 

sta.Y1dard s , govern1 uen t in ef'f ect has decl a red th e. t private .indi "'ii dual s and . 

concerns undertalting to provide the public v,i t..h essential tr ansp ortation 
• 

servic es must observe rigid rules of f air, just, and re a son a bl e behavior. 

In the regul a tory sphere of government actio n , then, Congress has been 

guided by an exa ctin g code of politic al ethics. The objective is to make 

tr ansport a tio n sy ste ms fun.ction as an impar tial service age~cy for the 

nati onal economy. The cl ea r ifilplic a tion is that neith er r a tes nor standards 

of service shall be used by government or ey private enterpris e as a means 
. 

of d · ,,..ecr
1
· -on or sector of the economy to the 

a vancin g t he interest of 011e - o 

prejudice or disadva.'rltage of any othe i ... 
Yet, governmen t promotional action 

' 

involving transport subsidies has intro duced an insidious t ype of dis-

cr · · t im,nation into the tr ctnsportation sys em. 

Jn eff,ect ., 
. · -

1
~mi_na. tion has been substituted for 

governme n t-~re a t ed cµscr ... . . a • a i . . 

tl 
- na t f ormeply exercised bY pr~v ate Tl!onopoly. 

1 
a a 

Such discrimination arises 

t dis -tributes its financial 
First, the governmen for two . prJ.mary reasons • 

I 

I 

l 
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• 

aids unevenly among regions ~d types of carriers. Second, the coexistence 

of both p1~'blicly subsidized ruid sel .r.> -1.. 
J. -suppor Ying carriers in a higltl.y competi ... 

tive trans port system forces the lattor · t d. . . ·" in o iscrimJ na tory 1 .. a te making in 

order to survive. The most glarin.a 1 · o exarnp~e of t he uneconomic distribution 

of government assistance is f ou.rid in the promot · d b . di .. - . ion a.ri Sll si za:r,ion of 

water transportation. For many ytars the federal government has provided 

improved -rvater,7ays wi tl1out direct cost to the users. Because of tl 1e 

physical limitation~ of vvater tr ans1Jort ation, the assumed benefits of these 
r 

promotional expend .i tures can be realized directly onl y by the shippers and 

conununitj_es that have access to imp.roved '1at er'\'vays. In order to avoid the 
• 

patent region a l preference involved in this pr ogram, Congress has, in effect, 

required tl1e pri va teJ.y orJned r ailro ads ·to serve o.s the vehicle for the 

distribu·tion of ,·:nter v;ay subsidies to interior point,s not directly served 

by wa.ter transportation. Specifically, the Interst a te Commerce Commission 

has recently found tl1at tl1e ''cle ar Con·gre ss ional policy ITi th respect to 

water transportation of the Mississippi River a11d its tributaries'' require ·s 

the railro a ds to est a blisl 1 joint barg ·e and rail routes and the movement of 

goods via these routes ut rates di f ferenti all y lo rier than the all-rail rate 

for similar movements. The net result is the diversion of traffic from 

the railro ads to the subsidized water operation. .l!nd in the process, the 

communities and shippers th at axe in position to use this pa..-rtially sub­

sidized joint service gain, at t he e:icpense of the general taxpayer, a 

competitive advantage over other shippers who must continue to ·use all-rail 

service to the s_ame marl<:.e-ts • 

Of 
discrimin ation introduced by fede ·ral 

T·he second major eleme nt . 

w t tlle efr"ect of subsidi zed competition on t _he 
a erway promoti .on stems from 

. 

· general fin .ancial po-si tion of the r a ilroads· 
In the effort to compensate 

I 
' 

' 

, 
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for the revenue lost to their sub ·a· 
SJ. ized competitors, the railro ads in 

ordel" t ::) B1.1.:c,;-i ve n1ust attempt t · 
o r~ise rates on t he tr affic least affected 

by suc h c ::ir1peti i·,ion. Thus another dtscrimina t or 1r e_l ement . . . .. 
v is m t.roauced 

into the 1/')a te str l1cture. Ti1or th 1 •• 

- e S!1lp per s r1l10 a 1 ... e not in poGi tion to 

utili ze su bsidized v1ater competi·ti on are , 
p~aced at a dou~Jle d.is advaTI t-age. 

As taxpayers they must contribu:te to the · cost. of · improving waterways which 

they cannot use, and a t the S lt me ti r:,1e tl1ey must pay h.igh er 1 .. ailro ad rates 

in order to compensate for the railro ad's loss of re venue to subsidized 

v1ate1" tr a11s1Jor·t a t±o11. 

In tl1e e ttempt to ca.r:ry out t he il1here 11tl y ant agoni s tic policies 

enunci a t ed by Congress, t l1e I11 t erst u i~e Co:mn:e1~ce Con111i ss ion is placed in an 

anomalous position. Wi tl1 t he one hru1c1 it 1ntls t cpp J.y in1parti ally to all 

forms o1" tr c1nsport a tion und er its ju1"i sdicti on a st c. t ute c1esigned to 

guar antee th a t no individu a l or region sh all enjoy an 0.r··tifi ci cJ_ advantage 
. 

over any other by virtt1e o.f prefer·e nti a.l t1"lU1Spor wtio11 r a tes r.:i.1d service. 

At the same time, the Commission ha s been obli ga ted to serve ns en instru­

ment 1"'01--carrying out anot l1er policjt- of Congress ;7hich deliberately uses 

subsidized tra i1sport c. t io 11 cts a mew1s of rend eri ng disc 1--imi na tory assistance 

to individu a ls, r egions, and for ;'!ls of tra 11s portation. Manifestly, no 

regulator y a gency can be expected to administer 1:ri.t l1 u_niform impartiality 

and integrity congressional policie s nluch a.re in heren ·tl y contradictory 

and irreconcilable. 

~1 tl f e that if Congress expects the Commjssion 
~ 1 e must conclude, 1ere or , · · 

to th· ll Y ~igid provisions of the Interstate enfor .ce impartially the e ica ~ -

I 

Commerce Act, and intends to ret a in the concept of fair and v,orkable competi-

tion as the keystone of trans port regt1l a tion, promot ional and subsidy 

P·o1· . already noted, is to assess 
lcies must be revised. The first st0 P, as 

I 



•· 

• 

. . 

19 

against the direct user rather th~n ag. t 
c... .. ains the r:roeneral t th axpayer e major 

cost of providing and main tairiing trans t f . . . por acilities. This revision 

alone, however, will not suffice to ~emo,v 11 th . • · ... ~ e a -.. e maJ or deficiencies of 

national policy. For the division of ~~, re51.U..atory responsibility creates 

other and equally important problems. 

The governmeI,1 t poli~y ,of . dealj.ng, ~-;i th avi ation fu an administrative 
C f 

v;ac~WP, c.r.~~t~s add;+ ti,ona"l obst~<ti.es to ~he rec3;l,ization of declared reguJ.a­

.tory o b,j ~c.tiy~~. The fecleral government has assumed broad jurisdiction 

over the physical pattern ~anQ corporate structure of the transnortation 
J. 

plant. Through a series of enactments, Congress has vested in regulatory 
• 

commissions -r1ide discretion i11 determining YJho should enter the trans­

portation business, the routes to be served, the conditions under v1hich 

service may be expanded or a ba,ndoned, as \vell as the validity of proposed 

merger$ and unifications of transportatio11 enterprises.. The vaguely 

defined but clearly implied three-fold purpose is: 

(i .) To preve 11,t overexpansion of tl1e total transportation plant, 

there by avoiding instability and competitive rra.ste; 

Of t .r.i:.n~.sportation the type of \ciOrk for 
(2) To a.llot to each form ~ 

vihich it is best fitted, tl1erel:lf preserving the ''inherent advantageir of 

the new as well as the older media· • 

d t u s of operating economy, to 
(3) Where justified by consi era ion 

. t· £ tbe several forms of transportation. 
permit integr ~ation and coordina ion ° . -

. . r~ lty organization and policy work 
V!e have found, hov,eve .r, tl1at c;.1.U 

aga:Lnst the achievemen .t of these .objectives. 

author1.· ty an· d . b· 1 ·· ty bet ... ,·een sever al responsi i 1 · ·~· · 

. missions agg+avated by a . policy of selective 

Jnaj or problem. 

Di·vision of regulatory 

' indepe .ndent regulatory com-

su bsidi za tion crea te .s the 
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• 

9overll!4,en ~ ef f o_r t tp ...... P..;;;r_o;.;;;;m~o~t ... =:..::e:.....the s d d . -~ . oun eveloomeni:; of commercial 

aviation by specialized. regulat ory treat . t d ~- . . . . - s1 ies as, · · ... ~en an .1.ll1anc1.a1 sub · d · h 

i_n re al ity,_ led to QV:e~~~pansion and fJ. Ylanc · ,.,1 · t b" . _ •1: . • • •• · .i. .r. • ?-.a ins a J.11 ty of that 

industrz. Specia .l ized regula ·to.i.·.1. pro,J7
0
re ,ms d dm an a inistr c.tive organization 

have been provided for air transport at ion. The underlying contention 

was that sound economic development of aviation could be achieved most 

speedily hiJ a sympathetic a.tti·cude on the part of governmen·t administra­

tors; by undivided attention to the technical problems of aviation; and 
. 

by direct fin anci a l assistance to compens a te for immaturity. Thus it 

was asstlilled th.at the C:t.vil Aeronautics Authority vvoulcl be able to develop 

an economically sound rou ·te patter11, the1 .. eby avoiding the \vasteful dupli­

cation of facilities and financial ins ta bili ty tl1a t had chara .c terized 

the evolution of otl1e1'"' transportation age11cies, partict1larly the rail­

roads. And it was fur·t.her ass11med tlwt direct operating subsidies in 

the form of air mail payments would provide fin anci al st abilit'/ and assist 

the industry in finding its proper place in the transportation world. 

Tllr r· a h that f J 1 dec "ade of fostering and special care on 
wve in ' o,;.rever' . a u -

the part of the federal government has not produced the results anti-

cipated. In re al ity, air transportation has in a remarkably short period 

exhibited the famili ar a tt,ri bu tes of unplanned competitive dev elopment; 

phYsi· .c·al m_i scalcul c.tion of the availa ble market for its 
- " overexpansion; 
Aerv· "d . t· .;,.

1 
the e".l.,...n1.~ng porJer of indi-rlidual companies; and 

... ice; iv1. e vari a ion ~ o.J. 

general financial instability {Vol. II, Chapte r VII)· The primary ex-

1 
. f b . evoi ent government intent is fo1md 

P anation for this misc arriage o 811 
.... 

• .; ndus tY"lt .t and govern ment of the a ir trans-
in a gr-oss miscalculation " by .,I,..• -s-.1 

Portation market. 

• 
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And it is equally 

has contributed to the 
• 

regulatory judgment s . 

• 

cle a.r that th e presence of a subsidy backstop 

formul ati on o~ 'the - . se erro ~eous business and 

For t hec·e '"'lJb • di - - u o . si es have tended to v1ealren the 

disciplines ordin arily imno d ,. se on man cte-eri· "1 ef1"1· . 
0 c:;. c1.ency bjr threat of 
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bankruptcy. The re sult l,..as been an inclination on the o-~t o~ ;~d t J. a._ .1. .L.U us ry 

and government a gencies alike to exrJand the air route pattern fa r beyond 

the dictates of' prudent busi11ess management. Overexpansion produces 

financi a l ins ta bili ty in the a ided 1· ndus+ry f 11 - d b . v o 0 ~1e y dem&nds for 

further financial assistance t,o "bnil out'' the di· streeos·ed · In . . • ,:> carriers. 

the meantime, the goal of a cl1ievj ~ng fair and i,vorkable competition recedes 

further in to the f'u ture • 

Di yisio~ 9~. reg~~J~.a ~.C?r.~r, autpor.i_ty al_§..? mr,ke s it more difficult to 

ac·hieve th,e. goal of _tra]!Sp ,orta . tion ecQ;r1omy t~ygh ap"9ropri a te j.n tegra tion. 9 

The federal govern1nent is no 1·1 committed to ,9. general policy of permitting 

one carr:i. er to acquire control of m1other, to use the facilities of another 

type of tr ansport ation in its or1n business, uhen it can be affirmatively 

shoi-m t hat such in·tegr ation 1-:ill contribute to operating economy, How-

' 

I 

ever, as in the cas e of r ate ruid certi f ica t e control, administrative 

juri sdiction over this phas e of the regulatory program is divided bet qeen I 
the Interst ate Commerce Commission and the Civil Aeronautics Board, And, 

although oper e.ting under comparable st atutor y provisions, these regulatory 

agencies have made fund amentally diffe :eent interpret ations of their 

... 

l 
auth · "'- . b" l" t· · th re s·pect t o ·t,he integr ation of unlike 

· or.1 vy and responsi 1 1 Y vu · 
• · .· for ex£UI1ple has felt 

carr iers. 'The Interst a te Corru11erce CoJilB.l.
5 6 100

' · ' -

oblig ated to approve unifications t hat offer reason able prospects of 
im · T·hus ,,..,., i, ro ads h& ve been given consider-

proved trans 1Jort a tion services· l- ... '"~ .J., 

ab, fo .r r a il oper£1 tions vii thin the areas 
~e freedom to substitute hi,ghway 

-

l 

! 

, 
' 
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already served by a pa1--ticular rai].road • 

The Civil Aeronautics Board, . on the other . hand, has for all practica .1 

purposes used its administrative discret; on to · 
+ exclude surface carriers 

from any participation in air tr ansp ort ation. This policy is reflected 

in the unsuccessful efforts of both rail and ,. · . . . - ocean slup ping ent,erprises 

to utilize avi ation as a modern supplement ~0 et bli h d . · v s a s e services. 

Such an outcome should occasion no surprise. For, when one agency 

is given ,ex pa.rte responsibility for the promotion of an individual form 

of transport ation there is a natur al tendency to resist peysical or service 

coordin a tion vii th competing agencies (Vol. II, Chapter X). It stems from 

the specious assumption that a ir transport at ion must be dealt i~,i th in a 
• 

regu].a·tory vacuum bec ause of the technic al intricacies of the method of 
. 

transportation its elf. The technical differences a.mong transport agencies 
I 

must, of course, be taken into account in the provision of f a ciliti .es 

and the engineering of tl1ei1"' use. Su·cb similariti es of the several trans­

port agencies \fli th respect to tl1eir func·tions of tr ansporting persons and 
' 

• 

goods must be recogi 1i zed if th .e regulatory obj ~cti ve of in teragency competi~ 

tion and nondiscrimin a t,ory treatment is to be achieved. 

Arguments in favor of segregating air transportation from the regu-
. 

lation of other forms were more persuasive \vhen. the new transport medi11m 

had no significant place in the transportation syS
t
em. 

But cont :inued 

Se Of t .h.e .gro v .. ,lt 1
11 of air transport serves no useful 

· paration in this stage · 

P
,, ..... pose. 1 .;'l"lnumerable difficulties in the way 
'-',I.. On the contrary, it p aces _.J,,I 

of' 1 - public of the most effectiv~ iise 
- assuring the sh:i.pping and tr ave iog 

of the transportation system a s a vrhole. 

- - - -
We have therefore 

- - - - - -- - - --------

1 national .government cannot 
concluded that t 1e 

• 

' 

. ' 

• 
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confidently rely on workable competi·t· - . . ion as the keystonP - of its trans-
portation program vvi thout dr as tic 1 .. evision 

of both policy and procedure. 

Three specific revisions are required: 

(1) Explicit and consistent economic t d s an ards must govern the future 

legislative programming of puih>lic expendi tu.,.,es .r:>0 ,.. 
u. J. - basic tra.11s porta tion 

facilities. And ea~h expenditure proposal must be evaluated by reference 

to to ·tal transpo1 .. ta tion needs. • 

(2) The ma jor costs of provid.L."1g a.nd maintaining public f acilities 

must be a ssessed directly against ·the transportation agencj.es which demand 

and use tl1em· 1 .. a.the-Jr t}1an agt'tj_11s t the general taxpayer. 

(3) The regulation of a ll major competitive tr ansp ort agencies must 

be administered under uniform stand ards of public need , rate competition, 

and oblig a tion to serve tJ 1e public t·1i thout lJl"eference or discrimination. 

Experience ha s demonstr·ated th a t to achieve this obj ective regulatory 
• 

C 

authority must be centered in a single ag e11cy. 

The.re is no otlier \ria y to a sst11--e i..11 the lo ng ru_ri the economic allocation 

of traff ic in vie w . of t l1e f a ct that it lw.s been found de~irable and neces-

f · 1 · .1.. • tind by the 
sary for gover nme11 t to pl"Ov"ide some tJ."'"pe of basic · aci 1 tJJ.es • .n.u 

same tok ·en v,:orkable competition cannot be maintained bet ween priv a tely 

financed transportation enterpris es and those media which are enabled to 

use bl
. h i l p1~,1ts, unless t he te s t of rel a tive cost 

pu icly financed p ;ys ca ~ 

. and efficiency is permitted to govern the allocation of traffic. 
• To this . 

end, not onl .Y must the 

total economic cos .ts of 

f 
. ·e"".; n a ao-encies be re qui red to reflect 

r a tes O comp v~o O ·- -

tra nsportation ~ervices, but each form 
performjng 

f eq·uali ty of opportunity to se.rve the 
0 · transport ation must be given an 

tran s·'l"\or· . t t . 
. 1... a .. ion market. 

. . . 

• , 

t 

! 

I 

• 

, 
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C • Il~TRUSION OF REGULI1TIO!~ I ~JTO .t1·UNCTIONS OF MANAGEI\IBNT 

Other ~efects in national transport at ion policy stem from the failure 

ef the government to modernize its regul a.tory progrc.m. Regulat ory controls 

which were a sserted in order to make priv a te monopoly amenable to the public 

inte .rest h..ave been carried over into an er a. cl1aracterized by lmi vei"sal and 

intensi~e transport competition. Some of these controls re acl1 deeply into 

the functions of ,business management, creating divided responsibility an.d 

unde.sirable government interfer~nce. This problem arises prin1aril y in con­

nection \Vi th the type of rate regulation th at controls the gener al level of · 
• 

railroad revenues. 

In the exercise of its po,1e1~ to regu.l :=.i.te rates, the Interst ~te Com-

merce Commiss ion si11ce 1920 has a ssurned son1e of t.he most important functions -
. er private ma11age1nent. It has go11e far~ beyond the restri ct j.ve as pects of 

• 

rate making designed to prevent discrimj .na tion and destructi\re rate cutting • 

• thus, in deciding rate ca ses involving the general level of r a ilroad . rates, 

it bas consistently reseirved the right to formulate and act on its own judg­

ment regar di ng the probuble effect of pE:rticul ar r a te adj ust ments on: (1) 

the gener al economy of the c:ountry, (2) t he competitive position of the rail-

:r,oads, and (3) public r'elations of the r ai .lroads. 

In the s xercise of this type of reigul a tory authority the Commission 

is attempting to protect the railrO ads again st the possible conse quences of 

lltlSOUfid · · · · manage.rial judgment. 
Tlrus in periods of depression, it l:las refused 

to allov, rate increases on the theory tha t the railroads might price them-

llelves out of the market and aggrav a te def lation ary forces. In periods of 
i 

·tJUSiriess ·bo . . . . h d 1 yed increases on tlle the .ory that 
~ om, the Commission as e_,a · · -

l"ap-i,d·J . . .,,ould contri· bu. te inflationary pres-

• 

. ~- -Y ad,..,.an c· ; ·""' g t t ,J.. • . co~ -. . .c=. l •, . . v · .u, ranspor a vl.OP - ..,_ 

~ _ e:'bre:s. An· tlJe ·regulatory bod .y . t1as felt that particular 
· -· -d., ·at o.ther timeP, 

• 

l 
' . 

s 

I 
I 



-

25 

,.ate increases vfould tend to divert tr ~ff· f . 
~ ic rom ~he railro ads to their com-

petitors., tr1ere by \vorsening tl1e ra .ilroad ~~. ,.. . 
1 

. . 
· ~lilancia position. Although the 

declared purpose of this authoritative control . t , . 
- 1s o protec,:; railroad revenues, 

results have been unsatisf ac tory f th . or .e carriers. 

The dela s inherent in the re lator v rocedure have b d · een arna ·lll to 

the r o.ilroad financi a l position. In 1· t ff t , s e · or t,O mttin tain its r-!ell-deserved 

reput ation for imparti a lity, the Commission has been punctilious in permitting 

anyone vii th a. legi tim £.te interest in a particular case to have a full and fair 

hearing _before the Commission. This procedural policy has inevitably led the 

Commission into a leg a listic, and a t time ponderous, method of conducting its 

business. Al though p1"ocedural j mprove1nen t has been effected, the Commission 

has not yet succeeded i.n disposing of gene1 ... al rate cases vvi th expedition. The 

inescapable f ac t is that a judicialized pI·ocedure, consisting of testimony by 

innumerable parties with a financial stake in the outcome, cross-examination, 

controversy among lawyers over the meaning of terms, exclusion of evidence on 

legalistic bases, and oral argument, is not only unr1ieldy but is .a singularly 

ineffective v,ay of a rrivin g at sound business judgments (Vol. II, Chapter IX). 

Because of tllese regulatory rigidies, resul ti.>1g in a lag bet~1een increas­

ing costs and revenue, the carriers as a r.rhole !'.ave not benefited s;.1bstantially 

f In fact, the current fin an cial and oper-
rom the gerieral post\<lar prosperity• -

at ; st ~~ds ~~ s~riking contr a st to the prosperous 
-ng position of the r a ilro ads . c....u ..... ~ .., 

. 

condition of other industries. 
The carriers are nou operatLng at approxi­

mately their practical freight capa city. 
Yet their oper a. ting r E~tios and net 

earn· . pe riod ~vhen general business stagnation and 
lngs a re reminiscent of tne 

l explaoati·on for oosatisfactory financial 
ow traffic levels - afforded ample 

resuJ.ts. 

This ti ship beti·1een railroad prosperity 
reversal of the historic rela on -

• 

f 
f 
!: 

I , 
I 

• 
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and tlie general level of business e.cti vi ty crea t es 
a gr ~ve problem of public 

Policy. for, if the carriers are not permitted to 
re a lize high earnings in 

the midst of general economic prosper· t .J..1 

· 
1 Y, vneir prospect s for continued 

solvency ·are poor . The record in dicates cle arly th n~l, rn.,_·+hout 
-- • v lugh earnings 

at the peak of the business cycle to co ~ · 
mpensa ve for inevitable loss .es during 

depressions it vn.11 be impossible to maint ain and improve the railroad olant 
J; 

at the r ate necessary to meet intensive competition and to assure the standby 

capacity necessary for nrt tion a l security . 

It seems cle&1", tl1en , tl1at in tl1e in ·tierest of preserving a financially 

stable, efficient , ~nd progressive railroad sj,·stem, some way must be found to 

remove all unnece$s a ry obst ~cles to the prompt adjustment between the operating 

costs incurred by the carrie1 .. s a11d ·fit1e level of r ates pa id by the public for 

the service. 

A l arger measure ,of di~creti;on. o-yer __ gener a 1. pricinR:. policy _?hoµld be 

restored to ~ailroad rnanag e~ent . Manifestly, if r a ilroad management is to 

re tain any of ·the essentj _al fm 1ctions of business cont r ol, it must be per-
. 

"'.;tted t t ho~1 far r a tes can be raised rri thout ""-'- to e)rercise its 01·:n judgmen as o r, 

driving tr a.ffic a v~·e.y ' and ,·,ha t particul 2r t Y1Je of pricing policy and rate 

Structure -'- t hen.; Ylg of t he railroad competitive is best adapted ·to a s vreng ·- ~ .u. 

· t l C 'PnTI'\. • ' Con+.eropla te any change in :ie 01nn11ss1.on s Position. This proposal does not v 

t · nor any dilution of the pro­Present authority over 1ninimum r a. te regul a ion' 

bib The sole pur pose is to remove from the · it ions against discrimin etion. 

. t· to protect the · ca rriers against Conunission I s extensive duties allJ' 0 bli ga ion 

the . 55 J·udgment, or to share with the 
consequences of alleged bad busine · 

t · costs • . Under a competitive carriers th .e onus of raising trru1spo1 .. t a ion 
or . . . t ; s no longer necessary for public 

ganlzation of the transportation system, i .... 

·a_Utbori ty to assume the burden of such control. 
For, experience indicates 

' j 
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that regula ~ory age11cies are inherently ill-adapted to the exercise of 

managerial functions and cannot be held directly responsible 

that prove financially injurious to the regul ated industry. 

for decisions 

The restoration of a better bal ance between government and priv-&te 
-

' 

enterprise in th e matter of general r ate levels could be effected by t no 

simple amendmen·ts to the rule of rate ma.king contai11ed in the Interst a te 
p 

Commerce Act. First, the Commission should be relieved of any autl1ori ty 

or responsibility for considering the ''effect · of the r a tes on the movement 

of traffic" in dis _posing of gener a l rate cases. Second, the amended rule 

should ma.ke it mandatory for tl1e Commission to gre11·c advances on the simple 

sho,ving b-y the carriers that sttbsta11ti a l increases in operating costs have 
. 

been incurred. Subse quent hea1--ings couJ_c1 then dec:tl vfi. th the intricate question 

of rate rel £·. ti on ships and any q1.1estions th a t might arise r1i th respect to ex­

cessive earnings by indi vidu &l carriers. 

Th.ese amendments would leave tl1e Commissio11 v~:ith ample authority to 

protect the public ag a inst ,tl1e exercise of c.....n.y vestiges of monopoly power on 
• 

the part of the raili"oads, and r:i th adequate por.'er to control the standards 

f gul .J.. 
0 competj_ t:lon by minimum re~ tes re c. l,ion • The proposed amendments ,~,ould 

.i.i. There r:·ould no longer be e.ny occasion ~tus produce only one major change. 

for the Commission to take prolonged testimon .y on general economic trends, 

inn ty of pr,rticul&r industries to bear addition- · 
· ationary forces, and the abili 

alt F·~n~l responsibility for gauging the effective deman~ 
ransportation costs. ·• ~ 

for servi·ce would thus be placed m.th private 
· · various classes of r s.ilroad 

~agement ,·;rhere it belongs. 
of greater initi ative in the matter 

Restoration to private manage 1nen t 
of . 1 . ta ted by tl1e elimination of major 

general rate policies would be faci 1 

-1... t· tructure For these 
-i.U!Perr ections in the railroad corporate opera wg s • 

. . 
• 

• 

I 

I 
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imperfections result in extreme vari atio n in th e earning power of individual 

raiJ.roads and consti·t,ute o11e of the fev.r remaining arguments 
for continu .ing 

the Commission I s present authority over th 
. .e general le vel of rates. The fact 

is that the Commission is under cons t ... nt pr t 
· a · ess ure O hold th e general level 

of r ailroa .d rates at a point ivhich produces st -- . t· . ~rva ion e2rnmgs for many 

carriers because any higher level ,:c1ould produce unconscion able earnings for 

some railro ads • 
. 

D. RAILROAD CONSOLIDATIOI~ J~f\JD TI-IE ROLE OF THE l~ATIONAL GOVER!'JkiENT 

• It is gener ally agreed th a t t11e opera ·ting pattern and corpor a te struc-
. 

ture of the railroads must be rec as t a lon g lines r,hich ,·.d.11 permit exploi ta-

tion of mode1"n technology i11 order to p1--od1..1ce t he lowest cost and most effi­

cient transport & tion service. And it is al so uni vers ally agreed that such 

rearr angement can be ucltleved only throu gI1 syste ma tic railro ad consolidation. 

Such expedi en cies a s coordin a tion and integration, if soundly directed, may 
. 

produce some oper a ting economies. But they do not go to the root of the v:eak 

and strong l:"'a ilro ad ni--oblem. For, such arrangements leave intact an operating 
-

and corpora t,e pa t te rn th c.t tv-c1s developed before the r a ilro ads were faced with 

service competition thl" ougl1out the entire r ange of th eir operations. 

For more than a uarter of a century the feder al gover nment has attem ted 

to deal with the problem of r a ilro ad consolid a tion rn7' voltllltar' methods. The 

ini ti t· tl..,e regrotl ·pi·ng of railro ad s in t o more economic oper-a ive for proposin g .~ ~ 
. 

atina un. t 
1 
.. ai· lro ::id m!'nag emen t and t he final decision vri th 

t) l. s has been left to ..... ..,.. 
res 1 ba s been vested in t he Interst a te 

Peet to the validity of such proposa s · 

Com.mer C . sion was re c1uired to consider 
ce Commission. Until 1940 the omnus u 

indi \rid . . th. tl,e fre.me\·!ork of the general plan . of" 
ual unification proposals \VJ. · in · -

~ailro d · . ~ct of 1940; however, relieved the 
a consolidation. The Transportation -

I 

1 

f 

• 

• 
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CoJJIJiliSSion of any obligation to fo:cmuJ.<'-te and keen 
~ current a general plan of 

Solidation. Initi e .. tive fo1, prooosirip, con,.. 
1

.d .. 
con • • o <>O :i. a i;ion was left lri. th railro9-d 
management • 

. 

,,,e lw.vc observed in . Volume II, ch-pt XI h 
" ""- er t at contrary to r;hat was con-

templated by the Transportation Act of 1920 the vollmtary system has not re -

sulted in a systematic regrouping of the nation, s r &ilroads into a limited 

number of systems with reasonabl 1, balanced earn.;ng 
" J. .I..J.! por,er. The major obstacle 

has been the reluctance on the part of the stron g, fav orably si tuate d carriers, 

voltmtarily to 2ss ume the financial liabilities of tl1e vteak· roads. Such re­

sistance undoubtedly could be overcome to some extent by outright abandonment 

of marginal facilities. Bt1t the pot,·,erful op1Josi tion of the affected com-. 

munities, labor grou ps, and investors hes placed obstacles in the way of this 

solution. 

Jhe record of the past, g1:1arter century i_n~icate s cJ.ee..rly that some form of 

_comp~§ion r,ilJ. be i;ie,ce.ssary if systema~ic railroad consolidation is to be 

'This does not necessarily mean that the realized vlithout interminable delay. 
4 n 0 a 

government must Or ... outright compulsory consolida-laU11ch immediately a program - · -

. _ of goverrill!ent 11ould be used only tion. A middle course, under which the povie.1. 

~n s sufficient orospect of success to bring dis sen ti11g minori ·ties in to line, O.i-1 er .i; 

+ . ·-r,·1·a tive for proposing rail-to · . geM~n wi - -JUst1fy a trial. Under such an arra.11 ,!l" .J 

t· but approval of individual road llnifications would be left with managemen ' 

· ~oy all the Pr unanimous accep~ ance oposals v1ould not be left contingent on 
ctil'rie 

· rs involved. On the contrary, 
. . ded by statute that any it could be proVJ. 

of the . f prescribed percentage consolid t th assen -c o a -
· a ion proposals carrying · e . ~ ·nvolved would be 

aa!h,, f the carrier 0 1 
bt)"-egate "°"" outstanding or 

~ount of securities . ld be in the public 
a angemen t v,ou PP_l'oved • hat the rearr 

l.f the Commission found t f the statute. The 
illtere t . f to the provisions o 

s and vrouJ.d otherrrise con orm 

, 

' 
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be re quired to exchange their securities for dissenting interests would then 

th
9
se of the nei1 corporation on 

and approved by the Commission. 

the term s provided b,r v the consolidation plan 

' The specific purpose of this propos al is to leave the leadership and 

t -he major ~,orlc of .consolidation rri th railro--d ~ . - · c-. lnanagement . In the la1orfledge 

tr1at government au th0 ri ty stands re o.dy to dea.l ·rri th rninori ty interes ts that 

• 

. 

· eould other" ·.d.se block any voluntary proposals, the const1--ucti ve elements L"l 

the railroad i11dustry \·;ould have an incentive to ini·ti at e plans for llJoderniza-

tion of the railro a.d s·cructure. 

It ha s been argued in the past that the na tion al government has no power 

to effect such a proposal. I-Io,11Jev"'er, at this juncture there appear s to be 

litJe,le doub ·t ·t,hat a properly dr a fted and admj niste1--ed st a tute vrould be upheld 

by the courts. 2f Moreover, there are precedents for this type of combined 

compulsory and voluntary procedure. For example , a r ecen t enact ment provides 

for the "voluntaryn reorganization of the r ailroad financial structures. !J 

H 
1 

· · · ol v,=.d For, 1· f t'J
1ne Inter-

ov1ever, a subs ·tanti a l element of compu_sion is in v - ..., · -

state Commerce Commission finds that ·a pro posed modification of the financi al 

structure of a carrier has been approved b-t the specified percentage of the 

b.olders of outst anding securities, it is directed to approv e the proposed 

· ft'
1
t t d . a ·t·ons deem·od nJ·ust and reasonable.

11 

1;L.L rera ion on the terms an con 1 1 · .. v 

t
. f J,. 1-

1
0 r ~ilro!:lds \:!OUl d be the most effective 

Vfuether federal incorpora ion°- u i ~ - - -
' 

d . · , · · 5 a question that should be con-
enc .e for effectuating carrier unific a -r,J.on 

1 

• 

i 
. d consolid at ion statute. 

, s dered carefu] ] Y in the drafting of a revise 

y · 
1

. Craven concluded from an intensive 

. .. . 

&tud· For example, a s early as :-933, Lest~: constitutional power to co~pel pon­
.Soliy 0 ~ t~e subject that Congress has. e"'s by r aili·o ad. see report 01. Federal 
-0 ~tJ.on of interstate commerce carr: • f R-ilro ads ,. s. Doc. 119, 73 Gong. 
~oord1na tor · of ·Transoort a tion, ,Regaj-a t~on o ,. a , -
" se . ... · . ~~., Appendix III, p. 98. 
: jJ t1;lblic Law 478, 80 Cong. 2 sess • 

• .. 

,. 
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~ -- .o select~d ·t · R
·ega·rdless of the administrat~ve mPth d . - , ~ is cle ar that the for-

mulation of a general plan of consolid a tion . . . · . . is mdispensable. The proper 

location of a.dministra ti ve responsi bili t-y for th -is function ;s di d. • scusse m 

the next chapter. 

SUTulP,iARY 

It seeins clear from the fore going E~nalysis of major defects in policy 

that governmen·t action in this field must be gover 11ed by a more coherent set 

of prin .ciples if vie are to move in the direc ·bion 'of transport efficiency and 

technologic al progress • 

(1) Na tional transport ation policy must be unified, made internally 

consistent, and directed to, vard a t angible and economic ally sound goal, 

(2) Regulatory standards whicl1 control tl1e inaugur ation, oper ating 

_pattern and aoondonment of trm1s por·t e11terprises must be made uniform and 
• 

· equally applicable to all forms of transportation. And the administration 

of these cont1~o1s mi.
1
st be correla·ted wi tl1 governme nt programming and provision 

of physical facilities. 

(3) If the potential contributions of the private enterprise system are 

_to be realized, avail a ble tr a f f ic must be alloc a ted a.mong the competing forms 

of tr ansp t t. . d - th economic st an dards of price and service 
. or a ion 1n accor ance v.r1. - · 

c.om __ oet
1
· t .i· on. tl . . •b '"" .L. all rates must reflect the true - This means at 1e roin1.r 11tun l, -c:.. v 

• wnere a portion of the 
economic cost of per£ orming 

tr ansportr.. ti on 
plant is supplied initi a lly by government, workable competition 

- ··a· ng and ma.in t aining such facilities 
prOV1--l. 

transport ation ser-vice. 

th en against the genera .l taxpayer. 

c· _an be maintained only if the cost of 

a.re cha · rged against 

( ) 
bas1

. c man-ageri· al decisions must 
··. · 4 Initi a tive and responsibility for · 

.. ~ - restored to particularly with respect to general pricing 

the direct users r a th er 

• 

-­, 

private en terp .rise, 
• 

I 

'1 

i 
! 
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ot-~the ra~lroads. 
' . 

Authority aJ:ld leadership of government must be. used more ef'tectively 

with the problem of railroad consolidation • 
• 

ConP.'ese must formulate a clear and •• 
CODCl.88 policy with respec ·t 

~~~ uanap~l'tation program required f.or national sec~ity • 
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CP&>TER II 

• , 

REORGfJ\JIZATIO~ OF FEDERilL_ TRANS_PORTAT· .... TON - :. ltGENCIE3 

Enumeration of the defects in federal transportation 9olicy malces it 

clear that basic policy revj.sions wiJ.l be necessary if the goals of maximum 

achie·vement and economy are to be at·c a ined. Changes in policy., · hor1ever, 

cannot be effected without the necessary organizational tools. Once the 

desired policy is determined, a.ccompaning cI:ianges in government organization 

·not only help to malte the goal possible but tend also to promote the realiza­

tion of polic y objectives by creatir1g an environment favor able to them. 

A. PAST REORGANIZATIONS AND PROPOSALS 

The existing organization of feder al transport ation functions indicates 

clearly that federal administration has not been guided by principle; and 

the historic instal;iili ty of the federal trruisportation agencies suggests 

that the organizatiollal solutions happe11ed upon to date have been inadequate 

to cope with basic transport a tion problems, Agencies have been shifted and 

reshift t· of the nature of their functions, 
. . ed ,1j.thout anj' apparent considera ion And 
and ge .. · the _f' ... _~~ts of mteragency relationships. 
· nera.Lly without regard for -

nUJn hnve been apnointed to study 
erous special commissions and study groups c.:. • 

the transportation recommend revisions i.'l transportation policy 
problem and to 

a?ld tlc1m· • 
. a mi strati on. 

To illustr a te, 

_or·igin 
· . ally lodged in 

Al.:r C . . ommerce and the 

~iin.1 ... Aeronautics Authority, and at present in 

. . . transportation policy v,as 
the administration of air -

. t t later j.n tbe Bureau of 
the Post Office Depar men, . 

. . . hen in the indepef!:dent 
CorumJ.Ssion, t, · 

Interstate Corill1ler·ce 
C 

. ...,..;1 Aeronautics Admin-
tl1e 1, V-"" 

d t Civi'l Aeronautics · 

"i ptra1:,· · d 
J;.on of the Dep~rtme11 t of Commerce an 

the 1
. ndepen en .1. · 

• 

. 
. . . . . . 

t 

. ' 
• 

I • 
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Board. During these cl1anges in 
. 

administ1~a tion th . . 
' .e aviation safety function 

has shifted from the three-fold supervision of the Post Office, Bureau of 

Air commerce, and Interst ate Commer ce Commission to the 
_ joint responsibility 

of tl1e Civil Aeronautics Authori tv and a, · d 
., lll ependent l~ir Safety Board; and 

now aviation safety matters are shared bv tl c· 
.. 1e ivil Aeron autics Adrninistra -

tion and the Civil Aeronautics Board. 

This acb2inistr a tive evolution took place ~.rith considerable contention 

and disagree1 118r1.t on ·the part of interested agencies. Lri 1935, tlie President 

suggested tl '!~·t, ·t.r..e ICC be given regulatory por1er over air trans portation, and 
' 

legisl ation v1t1s i "?1troduced to amend tl1e Int erstrtte Commerce Act to provide 

for this addition a l function. This bill did not come to a vote in that 

• 

session of Congress, a11d the fi 11al outcome of congressional actio n vms to 

unify aviatj _on responsibilities in tl1e Civil Aeronautics Authority. Dis-
• 

. 

satist'action v1i th this setup led, t\70 years later, to the present CAA and CAB 

organi.za tions. 

Acti\'iti es in the field of water transportation bave undergone similar 

organi zationa l chan ge s. T11e o. s. Shippil1g Board operated inde pendently until 

1933, \7l1en it i1as a bolisl1ed and its functions tr~~sferred to th e Shipping 

Bureau and !i1erchant Fleet Corpoi --ation in ti ·1e Depart ment of Co1nmerce. In 1936 

the independent O• S. Itlari time Commission took over tl1ese functions, r,~ th 

P to the ICC 1,/; but in 1938 an · roviso for transfer of regula tor,}r po,·iers 

th ..... · •; on for tl1e transfer. 
amend.u1e11t to the 1936 Act 1/ tr.rithdrei1 au o.1.1zav-

V'r . • -r l9 t 0 transferred b-/ statute 
-et two years l a tt._ the Trans por·ta tion , Act 0 - ·· 

• 

1' 8ec ·. 204 (b) of the M l t rl i:1,...r.;,.,e Act of 19.36. ere 1an J, c. ,..u.~ 

2' !::I 52 Stat. 964. · 

• 

• 

' 

l 

I 
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~ the Maritime Commission to the ICC all regul t J!irom . . a ory controls over r;ater 

transportation except ocean shipping and noncontiguous territory operations • 
• 

,jf,ext, to meet v.rar requirements, the fiar Shippi·ng Adm" . . JJ.,, :i.n1.st,ration nas created 

~ Executive 0rd8 r in 1942 , and, to aid in restoring peacetime .conditions in 

the merchant marine, the .Merchant Ship S2.les Act was passed in 1946. The 

µiland Waterways Corpo~a tion 1~1as originaJ.ly set up under the war Department 

• 

bUt was later transferred. to the Department of Commerce .. 
• 

Agencies providing · aids to 11aviga tion have also been s11ifted periodically • 
. 

The Bureau of Lighthouses Vias transferred from t l1e Department of Commerce to , 

the Coast Guard in 1939. Marine Inspection and Navigation ri"as first in the 
f 

· 'treasury Departn1ent, then tl1e Departn1ent of Commerce and Labor, and then the 

Coast Guard, a.t first temporariJ .. y (1942) and later permanentlJr (1946). The 

Goaat Guard itself is in the Treasury Departmer1t in peacetime and in the rJavy 

&lrin g v,ar. 

The principal highway activities of the federal government were for 

many years carried on by the Bureau of Public Roads in the Department of 

A:gricul tu1"'e. 
Recentlv these fi.mctions were transferred to the Public Roads 

.. 
A;ri ... in · t· k A w1· +.h the advent of war, a trans-
~wu . is r a tion in t l1e Federal 1·1or s gency • -

P'/l'tation division was at first established in t he Advisory Commission for 
-

Defense, and 1£.ter the Off ice of Dafense Transport a tion uas established. Rational 
.• 

In spite of these shifts in the location of feder al transportation 

~encies, neither a satisfactory placement of individual transport ftmctions 

ti.~r an or . . 11 v· 1.· et·, of the problems of transporta.-
.· ganization capable of an over-a ·. 

: ti-on. as This failure has led to the creation dur-

in 

a v,hole has been achieved. 

Spe
.ci al commissions, committees, -and 

follov·ring g ··th e pa.st 15 years of the 

' . 

• 

• 

-

r 
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studJ,, groups fo1~ the pu1"pose of finc1ing soluti ons to t 
x-anspo1--t problems: 1/ 

, 

1. 
2. 
.3. 
4. 

5. 
6. 
7. 
8: 
9. 

Federal Coordin ator of Tran sportation 
The Committee of Three 
The Committe e of Six 
Select CoI!ll-ni ttee on In ve~ t · · ~ · · ~ · · 

f · h G ~ ig o. "tion of 1!.,xecuti ve Agenc"J es o ~ e overnment : - -
Board of Inve s ti gat ion and Research 
Nati~nal Resources Plannin g Board st udy 
President's Air Policy Commission 
Congressional Aviation Policy Board 
Pi·esid en t' s Advisory Committee on the Iderc hant iqarine 

• 

This periodic al and somewl1a t random search for a solution of the trans­

port a tion pr o b.1.em produced much useful inf orme. tion and gener a l agTeemen t on 

one point : the need for u closer groupin g of tr ansport ~tion functions. But 

other\ vise, the various grou ps re ac he d stri lri r1gly di fferent conclusions vri th 

respect to tl1e basic nat ure of t!1e probJ.em , as r.rell as the appropriate means 

of correction. It is threrfore not s11rprising thc.t n either t.he legislat ive 

nor executi ve brancl 1 of governme11t has discover·ed in these studies any logical 

ha.sis for th e rearr angement and i1uprove me11 t of governrnen t activities in the 

• 

trans portati on fieJ.d. 

• 
The most obvious explunation for the failure of these various study 

groups to produce con structi,.re and consist e11t results js found in tl1e narrowly 
-

t h . h +i e operated Thus, the investi-res ricted terms of 1~ef erence under ,·1 _J.c vll Y - • 

· 1 u~s cente red on t he t hen gations conducted by five of the nine specia gro r 

Critical problem of a single f orm of tr a.'1s port a tia:)n . 
In the thirties the 

'21 . ; of each investigating group see Appen-
dix 4 For orig~, purpos~, ~d ~1.~d,_nf 5 car r ie d on by t hes e ad hoc agencies, 

' com ?· In addition to tne 1~ve~~i ga t:-o~s va ri ous phases of the transportati on 
Proi:ttees of Congress riav e in quired ~~;o on I nte rs ta te E.JJd Foreign Commerce 
-inst; e~ • For example, t he ~{ous~ C01lll;1 

.i. e;srJoi--·fje. tioil poli cy in Are.rcl1 1946 
(S -~uted a general investig at ion °: 1.1ra tlie Couunj.tt ee on Interstate and 

it:, 1>ecia1 Subcomoi ttee on Transpor ·t o.ti 011 of . Jl8) So fo.r this conuni ttee 
J.'-orei'11"1 C · .- 1r e Reijolu tion - • . . 
i.~ c:;:.~ ommerce authorized by 1ous t .,.0 the organizational phases 
'Ja.S Ina.de ti ·1.· th re c:pec 1,, of n... no final recornmenda ~n. 11 .. .. .. 

Qtional transuortation activities. 
,L • 

I 

t 

• !:f 



37 

dominant concern uas 1°'1i th the fin ancial distress of the ·1 d - ra1 ro a s, and more 

'recently the ~inancie.l and opera ting difficulties of the airlines and merchant 

marine have attracted official a t tent ion. Manifestly, investigating com-
• 

·mis.sions instructed to seek solutions for the immediate and pressing pr oblems 

O
f one segment of the transportation industr,r are nrecluded .... b d . J ~ rrom a . roe and 

long-range viev1 of the transport at ion prob lem. For example, tl"le recer 1t 

ftesident 1s Air Policy Commission expressed the belief that ''so metime ,vithin 

the near futur·e 11 the executive transport a tio11 functions of the government 

s.hould be c_entered in a Departme11 t of Tran sport ation. Horrever, presun1a bly 

bf)cause of its limited term~ of ref0rence, the recommendation for immediate 

action \vas to place the government's ex ec ut ive functions rel at ing to civil 

aviation in a ''Departmert of Civil Avi a tion'' located rvi thin ·the Department 

of Commerce. ~Jo expl ana tion v;as offered as to ho\v this organizational arrange­

ment \Vould contribute ·to re a li za ·tj.on ''someti me in the 11ear future
11 

of unified 

~ecu.tive treatment .of the transportat1.on pro blem. 

There is a second and highly significant reason r1hy these st ~dy groups 

:£ailed to produce :any generally acceptable basis for administrative reorgani­

Z'ation. r~1ost of the recommendations ignored the controlling fact that t .rans-

-~r.1rt 1 ·081~18 't,. 01_ent, is not an effec t ive admi nis-
~~ regu a tion, r1hetl1er p1mi ti ve or °" 

trative v h. 
1 

f tra .nspo.1.·· ... ta·tion p1 .. 0 graroming. I11 the first place, 
· e_ 1.c e or long-range . 

"bhe t f niJit ;e s and the recent technological 
· supply and char a cter of .. tran sp or . a~ · -

trend . be determined primarily btJ regu-
s affecting cost and service ha "ve ziot · .en 

I l4ito . . 
· ry Processes but 

~an­. sport promotion. In the second 

lator ,· Y agencies 
. il':a,n . 

- ~Portation field, namely, the regul a tion 

Oi>.lJUlte . 
· ·. -: ·fee· , Tl').e tremendous volumes of private 

of billions of dollars for 
by- the public ex.pendi tures 

t he iurisdiction of feder al regu-
place, - ¥ · . . 

limited to o11ly one segment of the 
l1as of necessity been .. 

. 

of for-l1i.re carriers in interstate 

tr ans portation equipment and of 

• 
. . 

' 
' 

• 

t •• 
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. , 

·interstate and locaJ. f or-li..ire tra..-r1sport services 1 . - 18 beyond the direct • • Juris-

· . d
1
ietion of federal regulat:,ion. 

• As matters nov; stand, the f'ederal goverrJ.1ne, .. 1+_ ; "i"\ 
.., .u attempting to determine 

:i.he voiume and cl1are_c ter of tra.nsrior.J,. !"l t ·i on . . . ,
11 

.r1 1.,_., - services di. VJ.des tl1is responsibility 

1-.et,1,een promotional and regulatory agencies in such a - · , t ~h . v ., - ,;:ay 'tna L, ere is no 

po·ssibili ty of effec·t,i ve progr~ ~mming • Thu.s, in the field of air transport a tio .n, 

an orderly de1relopment in:7olves both p11ysical facilities, such as air naviga-

t,;0.,, a1· .ds- and airports, and ·f-he de· ter -mm· nt1.· on f t [,lo 'Li - u ..... o· rou es over ,-:hich public 

0.arriers sha . .J-1 operate. At present the CAA pla.71S the phJ7 Sical f acilities but 

-detern1inatio11 of tl1e public carrier services to be provided is left to the 

J·Urisdiction of' the CP.B. Becau se of the inherent nature of regulatory func-

tions, the actu al rot1te pattern dete1"mj,na tion ir1· this field has been, as in 

-the case of agencies under t l1e ICC, a case-by-case approach rather th an the 
• 

result of a study of t1"'a.nsportation needs. 

In effect, plan .ning of tl1e route pattern aY1der the regul atory agency 

· becomes a negative function involving acceptance or rejection of individual . 

' .il':lp1· m
1

.r·-1e a -b.sence of a planned route pattern for 
· t 1cant-s for ro11te certificates. 

"e©lillne ~ 
1 

. . d .J. •• tl -e ~in ancial di s tress of the carriers; 
- rc1a av2a ·t.io11 has qeen evi en l.l .1.n .i -

: ~d the preoccupation of the 
- h ... +

0 
a"---u-decisions on individual cases 

CAB ,11 t. aa.y- v - a.J · -

. . b
1
,,..

0
,..d pJans to guide these de-' 

Bas d·ev , s..1.· n"" :.. a. .A. , .-6C-·o removed any 
tisi· ono t . p . den+ 1 s £lir Po 1 icy- Commission 

1J o d t b · t .... -r s The resi - u • • . · r.rar ul imate o JeC J.ve • 

disposition to ward 

. ,teflect d t· of depending on regulatory processes 
· e tl1e inevitable dissa tisfac ion 

h 
. .,.. 

, ~ ach; - .,_. o*" long-r ange programmi'ng r! en i u con-
. ~ · -eve a sa ti .sfe.ctory conce 1J 1.1ion .1. 

..m'·uded th . - ested tbe CliA as the more 
~ sugg · 
.- iat failure of the CAB in tl1is area , 

- •• + 

leg{ 6 :l u te 1Ja t tern • 
: . _a . agency to determine an acceptable ro 

' s. _. 
0
_ brviouslY in the operations 

· Th 1 no less 
. · e Problem has been seen to a.pp Y · 

."A,~ .-_. -~o engross ·ed in individual 
~ :the. l-OC • Here the Commission h~S been ::; again, ~ · 

.. 
. • . ,. 

-· ' 
' . 

i 

• 

I 
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cases and in details of regulation +hat it h b 
" _ '..J a s een unable a.nd unV1illing to 

< 

t,ake the leadership in formulatiilg and carrying out a railro ad consolidation 
• 

1an In fact it considered long-range p ~ • progr amming a de terr en t to sound 

railroad unification. 
• 

The Federal Coordin a tor concluded more ~~an ad d w1 eca e ago that it was 

• 
iaot possible for a regula ·tory agency to provide the type of ini tia ti ve re-

~uired to guide a desirable development of the transportation system: 

Students of Government rel a tions to trans portation have often pointed 
~ut ~ ~efect in. o:1r sys·tem of :egulc: ~tion, and th a ·t, is the a bsence of - any 
.sufficient provision for planning and preve11tion. Regulation is essentially 
a means of curing evils af :ter they arise. It i,·_rot,ld be better of course if 
they could be prevented in advance. There is need for foresi~ht--for co~­
sidera tion Etn d compl"~hension of tendencies and trends and \Yhe1~e they are 
leading, in order tl1a t t l-10s e i:,ha t a1--e desir e~ ble ma.y be encour aged and those 
that are undesirable discourage d . 

Anyone who has se1 .. ved on the Corru11ission lmows th a t it is 11ot wel .l , 
adapted to such wo1'"'l<:. Its functi ons are performed under quasi-judicial pro­
C·edure. I ·ts a ttention is occ1..1piecl \·vi th specific cases vi:hich must be de­
eided. It has little ti1 ne for· thought end rese arch on bro ad lin es . It is 

1 difficult for commissioners to confer v-?i th pa1 .. ties on controver s i al issues, 
without con s t ant need of prote ·cting their o·vm position in the event that they 
are called upon to play the pa rt of j~dg es in actt1al litig a tion. Plarming 
end preven t ion are 110 t matters v.rl1ich can \,ell be handled 2t off times or as 

., side issues. They require single-minded, concentr a ted . attention. !;/ 

Despite these in! 1eren·G characteris t ics of the regulat ory commission, 
• 

ine Coordin at or sotl ght to acliieve tl'J.e necessa.ry trans portation research and . 

Planning by delega t ii 1g the fu7lctions to a single commissioner. 
The more 

iohviou 1 t ' · res po·n. si bili ty from t he regulatory sphere 
· s so u t ion of re .moving rJ.s -

• altogether 
i ' 

t
. h execu·1-.; ve branch v;bere it belongs, ?las not 

and lodging it in e v..1,. 

Suggested. 

Bo Ol
n Tbree and Committee of · Six recommended 

th the so-called Commi t ·tee 

tlae eat ablishment of some 
/:T ernmental agency, other than the ICC, ·to deal 
oov 

-/;/ 74 · F th Renart of the Federal 
T . Cong. 2 se -ss., .E-1. Doc. 394, 0 l!f -1 ·t. Jr{ (19J6) ·p. 42. 

?'fills orta tion on Trans ,.,.,...ta tio .n Le 1 8 a 
10 

' · ' 

Coordinator 

... 
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nr1 +_11 the problems of traD.sport pl'"'nn · d ~·u ~ ing an promotion. The major reasons for 

t "'.e establishment of such en agency are suinm!.ri· zed by h ,.J ..... t e Legislative 

Goromi ttee of the ICC its elf: 
. ~ •. . . . ' 

Summing u~, th e tra1:sp~rtat1.on situation has become so complex and is 
cz.banging so rapidly t~a t 1 t demands, 1·Ie believe, the continual attention of 
an agen.cy of ~he Federal Go~ernmen t r,hich is not preoccupied vli th the quasi­
judicial rout111e of re~ula tion • The reasons for this r1ere fully st a ted in 
the report ?f ~he Co111m1 ttee of Three, and again in the last annual report 
ef the C?mmission,. and v1ere at least partially recognized in the re port of 
the Committee of S:1.x. The need v1as also made clear in the report of ·the 
Natio.nal Transportation Committee in 19-.33, and in the reports of the Federal 
Coordinator of Transportation. It is a need v,hich is supplied in many 
·eo·untries by an e~ecutive department headed by a cabinet officer. The ''rail­
road problem,'' v1hich is in reality the ''transportation problem,'' admits of 
m0 speedy cure, ·but v11ill respond only to a prolonged and steady course of 
trea tmen ·t. 5J . 

It is difficult to m1derstand why this simple arid straightfori vard 

solution of establishing an executive agency v,as never reached despite the 

r~ndings which clearly pointed to this need. One reason, perhaps, has been 
. 

th;e failure to distinguish clearly betv1een economic regulation on t l1e one 

band and promotional and administrative activity on the other, and to confine 

the jurisdiction of both the promotional and regulatory agencies to their 
. 

respective jurisdictions. As the Commission pointed out: ''One of the v,eak-

nes.ses of tlle Transporte. tion Board, proposed by the Co~ ttee of Six, is that 

it does not heed the distinction between the funotions of pl .anning c:md pro-

Jle-+.{ • • di · 1 egula.s.1· on nor tl1e objections to combining 
·1.1..Lon and those of quasi-JU cia r v · 

them.,, y 

The
. a~a.;""' indicated t .he necessity for rec-

analy ~sis of this study has b ~ 
OJlni · b t the ,·,drnjnistrative and programming 

- , Ztn~ the basic distinction e i1een . c~ . 

t/ 76 · · . Bill Hearings bef -ore the House 
o-t Cong. l sess., qmnibu;s .';t'ran~Ol'.tatl.~n ~n R.R. 2531 and 4862, Pt. 4, 
{lt<i

3
<;)tee on Interstate and Foreign Commerc · 

- p. 1580. 

Y The saine; p. 1581. 

-

• 

• 
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aspects of national transportation oolicy on the one hand d 'h gul ti • - · an t,. e re a on . 

ef . the rates and standards of service of individual business firms on the 

oth~r. V1/e have therefore concluded (1) that all activities of the national 

government designed to asS tlI'e the best physical plant and the most effective 

operation of the transportation system should be brought together in a single 

e~ecutive agency, and (2) that a clarified regulatory program centering in 
• 

the main·tenance of fair standards of rate and service competition and appli-
• 

eable to all major forms of transportation should be vested in a reconstituted 

regulatory tribunal. 

• 

B. A DEPltRTlt1EI:~T OF TPt.ANSPORTATION 

The consolidation of gove1"'nment expenditure p~"ogrammi11g and operating 

functions into a single executive agency has a. four-fold purpose: (1) to 
' 

facilitate the application of uniform standards of justification for the 

aeYelopmen·t, of physical facilities serving the several forms of transporta­

tion; (2) to provide appropriate macbj ne1"y for the strictly administrative, 

o,perating, ai1d policing functions of government in this field; (3) to pro-

vide a continuing and autho1 .. itative source of information for the legisla-

ti\re and executive bi"anches of government concerning the financiaJ ~ and oper­

ating position of the several transport agencies an.d the adequacy of the total 

~ansportation plant to meet the needs of commerce and nat ional security; and 

{t.) to supply a going organization capable of assuming immediate responsi-
• 

biJ.i ty for administering a wartime transportation program. 

1n orde~ to fix_ f,irmlY J:n a sµigle agency 9f goverpment reswnsibili ty 

~2' effectllatina these obj eqtive s of. tranqportat~on pqliqyt we recommend 

~e creati?tl_ of a Department of Tran_spqr_ta~ion __ peaded o/. a secretary with 
• v 4 1 a • 

~Sa~a~·b~et~stj=t~~~:§.. h. . ga·nization al arrangement in preference . - , Selection oft is or · 
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h al ternative 
tote . 

of lodging the Tu--iified trans port at ion functions • in an 

. ting department 
e:x:1S. 

stems from the fact t hai a v mere ass embling of a group of 

l ·ted functions re a 
into a single agency for so-c al led "h k . ~ouse ·eeping 11 purposes 

·va.11 not assure realiz a tion of a given objective of public policy. 011 the 

contrary, efficient ·administration requir~s t ha t ·the functions grouped for 

~entral supervision must be organic all y rel ate d, ai1d 11a.ve a re asonably l':ell­

~efined bearing on the central purpose of t he several programs involved. 
• 

Accordingly, vie propose to place in the nevi Depart ment only tl1ose 

responsibilities and functions that have an affirmative bearing on the main­

tenance of an adequate national tr ans port at ion system. 

The creation of a feder al Depa:rtm er1t of Transport a tion flill supply an 

extremely import ant condition for the carr y in g out of na tion a l transportation 

policy: an administrati·ve setting \·there, in the r:ords of t he Federal 

Co.ordinator of Tra11sport e~tion, ''single-min ded and concentrated attention'' 

ean be gi ve.n to over-all trru1sporta tion progr aroJning and the relation of trans-
• 

portation problems to tl1e totaJ. economy. To t his end v.re pro pose lodging 

in the Depar·tme11t most of t11e duties and respon s ibilities now vested in 

8Kecuti ve transport a tion agencies, certain promotion a l and administ .rati ve 

~ctions currently exercised by regulator y agencies, a.11d several new trans-
.. 

Porta tion responsibilities which should be assumed by the feder al govern­

ment. 

Duties 

We recommend 

and Internal Or eni za tion of the Tra.ns ortation De 

th a t the . f ollo rdng pov;ers c?.nd duties be vested in the 

Se<n'etary of Transportation, with authority filld responsibility delegated 

tment 

to -" tat· .1.our f ffi·ce s o.f ffrnter transpor ion, 
.· · assistant secretaries in cha rge O O · ,, _ 

. . . 

ct\1.r · .. . a'1l..a.t •. . · ion, · highway transport a tion, 
ti-one,i 
.- duties relat~ 
llova_d be· .. . 

· d~legat~d to an undersecretary· 

a1'1d· r a il.ro ad transµor:tation. ·. Addi-

. .. and interdep artmental relations 
to gene.ral supervision 

• , 
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. Office _gf V/fl ter Transportation • . 
a .. -

The Assistant Secretary in ch~rge of this ~n· 011 ice would have immediate 

.,.,esponsibili ty for the administering of all fede-r-a 1 , .: . ~- · - - promo~~onal, oper ating, 

ana progra.nn11in g ctcti vi ties in the f ield of domes.1.; c - d ,. · - · u- w1 1ore1gn water trans-

t . n The porta 1° • 
office vvould be constituted and its majo r duties defined by 

the f ollo vrlng transfer .of functions from existing agencies. '1J 
• 

(1) Promo.tional-, administrative, and subsidy res po11sibili .ties t ran s­
ferred from Mari_time Qoin1J!j.ssion • . 

W C 

This study has sho\vn th a:t th e ad.TD.inistrc. ti ve and plannin g aspects of 

-

the Commission's work are predominant, and that the na tional defanse signifi­

cance of the shippi.l'1g and sl1i r1buildin g . ind1.1stries r equires close direction at 

cabinet level. It is concJ.uded, therefore, from both the objectives and the 

characte1 .. of the v1ork perform edJ that the conduct of these oper atio ns should 
• 

• 

be placed under executive autl1ori ty, ,vhich vvould be re sponsible for pl anning 

the routes to be oper ated by American fl a g ves sels , determinin g the subsidy 

J)olicies, and administering ·the progr e.m. Aside from these promotional and 

administrative duties, hoviever, certain residu al fu.r."lctions .of a semi-judicial 

nature v1ould ha v·e to be transferred t ·o a regul at ory ag enc y , including the 

a-election of car1""iers and co11trol over rate cord'erence agreements and dis­

er· · 1llllllatory practices. 

Under tl 1is arrangement, th~ Assistant .Secre:t ar~y for Water Tr?Dsportation 

WOuJ.d therefore have under pis immedi ate jurisdicti ·on t he promotional features 
. 

of the present Mari time Commission, including programrnj.ng and contr a cting, and 

the eiecut· . ion of the plans and contr ac ts. 
In a ddition, he would be responsible 

1/ Alnenc1m • . . h ,.. · oa tions under va:hich existing 
~aaus ~nt of the various statuto ry auts · 0 -

1
LI • der that the -Secretary 

· · and . - . , 1 b eces ~arv in or - · 
.0.f T.:ran ag?ncies nov, operate \Vl.+- e n .. . ;.· ., · the cons ti tu .ent elements 
af his sportation may have substantive at1tl10:r1 ..,y over 

clepartmen t. 

' 
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· ssing up·on the need, justification, and financ. "'"1 for pa ing me 1.,..r'lods for river 

bor improvements. 
and he.r " 

The fact that administration of the merchant ma· 1"_ i·"ne 1 po icy v1as trans-

f
. _-red frbm an executive department to 
er . . 

r 

an independent commission by tl1e 
. ' 

' • 
. bant Marine Act of 193b Mere " · · raises the question of flhy . it is norr proposed 

that major responsibilities be returned to an exec ut_ive ~gency, ~h · 
- ,£. "e primary 

~xplanation is tli.at the functions v,~ch vie propose ' to vest in an executive 

agency are p1"imarily promotional and man age1 .. ial in nature and s l1ould not have 

been placed . in a reg-qlatory tribunal in ·the first instance. Presumably, the 

legislnti ve decision to create an independent D.iari time Commission i·,as ba.sed 

on trio assump·tions: (1) th a t r a te an d service regulations for ,~;ater trans­

portation en·terprises should be organiza ·tion ally . combined r1i th promotional 

programs involving administration of construction and operating sub sidies; 

and (2) that the independent commission form of organization t1as essential 

since stability, continuity of polic;y .. , and impar ti ality ,,.,e.s indis pensable 

to satisfactory 1~egulation. • 

Th.e first of tl1ese tv.ro· assm 111Jtions v1as abandoned in 1940 \Vi th the 

legislative trai 1sfei-- of jurisdiction over coastal and L""ltercoastal sl1..ipp.ing 

fr · · This om the Mari time Comm5.ssio11 to the Interst a te Commerce Commission. 

l~rt an "ind .ependent commission1t in control of a pr ·omotional program that 

~· . t J.nseparab .le from exec11ti ve responsibilities affecting the national securi :Y 

· ~d t' 1· d ne cona,·1c·t of r.r1~n,"1· r"estly : "' mercl1ant marine po icy e-.. foreign a.ff a irs. £, ....... 

S'i.ffiied primarily to maintain a fleet ade quate for national emergencies must 

lie adapted ~o and coordinated with the changin g requi.J·e ments of diplomacy 

: ~d . 
: In;i.litnry plans. Similarly, th ere is a gro ,1ing need for mutua 1 c.djust-

. 
J.fi'ert 

. ts between 
the polic~es governing 

ir1 terna tion al i11a t er and a ir transporta-

\ion, 
Since these r .i..he executive 

respon .si bili ties a1'e lodged in ~ 
branc h of the 

' 

• 
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t tl1e removal of merchant marine governmen, supervision to a status of 

r
elative independence cre a tes a damaging division of executive responsi-

bilitY• 

(2) Jrarisfer_ o,f Inland_,~ la_terways Corporation from the Department of 
CoID11ler_ce for liguida t~on. _ 

. 

Th~ period of experimentation with the federal barge lines has been 
. 

· prolonged f a.r beyond Vfha t ~,as initially intended by tl1e Congress. . This . 

subsidized experiment provides no basis for demonstrating t he economic 

feasibility of barge oper a tions, and even with the support of public . . · .. 

capital it has been impossible to op~rate profitably or to maintain the 

Corporation's equipment in serviceable condition. These considerations, 

together with nullifying eff~cts of subsidized uater transportation on r ate 

regulation, point to the need for abando1uner1t of tl 1is project. 

(3) Pr9.gramming of water way jmproyements transferred fr~m Corps of 
Enginee;rs ,. Dep_<:1,r:t,1'.}1e~1~. of the, Armx. 

Programs for inland river improvement .are formul ated by the Corps of 

Engineers vv-i th no reference to gener al tra..risporta tion pro bl ems. To carry 

out the national tr ansportation policy, it will be necess ary that policy 

formulation vii th respect to the plari..ning of 1·faterv1ay improvements be made by 

the D-epartment of Transuortation. Because of the multiple operations of the 
.l: 

Corps of Engineers in the field of water resource development, however, it 
I 

' l:s · · not suggested that the Corps 
itself be tr&.visferred to the Department of 

Tl'ansporta tion. 

P4cea on flood 

t here 
lla S been an upTiard trend in the emphasie 

In recent years 
· .1. and otl1er non-navig ation features 

control, power developmen ° 
. . t he Corps of Engineers may be 

program. Wherever ·- . . 
that all 

0~ the · · water r~sources 
finaJ.1 

-Y l .oea ted in the government t ho,,,evei"' it is obvious 
struc ure, · ' 

features • 

fia\rigat-io - · n Projects a11d multiple-pur pose 
• cts i-,,.,ving navigation proJ e 1.JA · 

t to determine the economic 
Departmen Should b . 

· e reviewed by the Transportation 
. 

. . 
, . 

' I 

• 

• 

' . 

l 

• 

I_ 

• 



Qt ., 

46 

.. . rabili ty deSl 
of such navigation ·pr-oposals from the 

stan dpoint of transportation 

·rements. 
'l'eqUl 

The highly questionable economic justificat1.·on 
of a la:r·ge part of the 

1 government's river and hc:.rbor development P -~ b 
federa · - · rog:rc::m ias been poi..11 ted 

. 

o~t repeatedly in studies of public expenditures for transportation. The 

£act that several hundred million dollars &.re commj tte .d each year to inland 

waterway developments, many of nhich could not conceivably be justified from 

a transportation viewpoint, is one of the most serious indictments of federal 

tr-ansporta tion policy. 

It appears that federal action must be directed to eliminating such 

waste of public funds, an.d to reducing to a minL11um the disruptive effects 

01' subsidized vvater competi tio11. The federal gover11ment should insist that 
. 

all future v.raterway p1"oj ec ·ts recommer1;ded in the interests of transportation 

be evaluated ir1 detail by the Transportation Department. Further elimination 

of wasteful expenditure must · be accomplished throi1gh the imposition of tolls 

~r requirements f 01, state matching of feder al funds. The exact na.ture of 

these measures must be studied e..nd recommended by the Transportation Depart­

ment. 
, 

b. 9ff ·ice of Civil Aviation. 

Tliis office v,ould have immediate respo11si bili ty for all federal pro­

gt,anis involving th; promotion of civll aviat.ion, both domestic arid inter-
. 

national: 
aild Operation of physical facilities, 

the programming, financing, 

". oute Patt and t·n· e promot1.· on of aviation safety. The major . ern developme11t, 

r · 

. . 

fun-ctions uld deri vo fr ·om transfers 
, P0\1ers, and duties of the office v;o - -~ ,;;, 

t · tolll ex~ . '-'-st, ng . - agencies. 
(1) . t. on s ,:\..fety duties transferred 

. tr~rn CAA.. Airviay' ~irpo _r.t JJl,ann,in~g, aJ1tj.~. a v~.a i ' . • 

'l'h~ Plan_. n.; ""g f 
~,L and provision o 

\ 

·t,he formulation of an airport 
air-vi1ays, 

., 

' 

• 

• 

• 
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administration of the federal aid program for 
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• airport develop-

. s ivell a.s 
merit, a 

certain research and educational activit· ies,are obviously 

Promotio11al 
of -a 

character. Like \vise, it h as been concluded ~~at . t· \AJ. avia 1.on 

f 
·t

11 
activities, including rule ~aking, ach~istrat,_· on, sa e ·., and enforcement 

should be carried out by the executive agency, 

• 

(2) $.a~~ty ~cti vi ~ies ?:J.1d rou~~ J)a!,te;rn development trarisfer1--ed from CAB. 

Safety responsi bili·ties in the field of aviation are nov? di,rided bet'11Iee~ 

tbe CAA 8,nd the CAB. Tl1e conclusion has been reached that the promulg at ion 

of safety rules a.t1d standards v.nd tl1eir administration and enforcement should 

be removed from the jurisdiction of a con1r.1ission dealing ,·Ii th econom.ic regu­

lation and cen·tered in ar1 executive agencJr. Y Because of tl1e highly technical 

nature of this ·runction, an administrative and engi11eering agency is better 

adapted to carrying out this "l1ork t ha n an economic regulatory body. The CAA 

is staffed v,i th engineering a11d tecl111ical personnel, maintains an extensive 

field service, and is in day-to-day contact with the industry and its problems, 

and with the oper ntions of the various aids to air navigation .. 

With respect to accident investig a tion, the CAA, which has been dele­

gated by the CAB to perform all investigation work except that involving 

Qla... • • 
_Jor airline accide11ts, sl1ould be given the fi1l l responsi biJ.i ty in tli.is 

field Th . · e import ance of 

three · · · -member boa.rd should 
hear,,,.. . . ..... car-r; 8 ,... accidents, and such 

· ..r.J.lgs and a t f 11 ma1or ai.1. _..:.. -· e ermine the cause o a_ u 

0-ther ac . d· S ta-r-y 
Cl ents as may be specified by the ecr 'e ~ • 

hearin t serve v;he,n the need arose• 
g trib1ma1 would ·oe named by tl1e Secretary 

0 

. .. . d ·~ has led to the conclusion that a 
aJ.rlJ.ne aCCl. 80 llw 

be attached to the Secretary's office to hold public 

The member,s of this 

. §I Vol'Ullle II, 
• 

Chapter II • 
. . 

' -
• 

• 
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The aii route pattern as developed bv th C . 
- V !e AB is ha 

• . c racteri zed by 
t k of considered plannin g and has resulted . 

a 1ac . instea.d from case by · - -c as e 
. ·ons lrith respect to individu al certif'· t 

dec1SJ. -ic a e applications. The in herent 
mabiJ.i ty of a regt1la tory body to tal~e a11 active • .L. 

in vere s t in research and 

P-
aanning has led to the conclusion that route P., . . _Lanning, whic h is one of the 

most important promotional tools, should be lodged -_·,n t1 - ,1e pr omotio nal 

ther than the regulatory agency. ra . 

Because of the financial difficulties which have resulted from ill-

advised expen sion of route 'patterns and airline _ competition, it r.rill be 

necessary to correct tl1e air route pat te rn as promptly as possible, and to 

furnish a pl sn to guide the future de 11elopmer1t of the air tr ansport a tion 

system. The rouJe,e plan should be fin ally 8:PProved by a coordinating staff 

attached to the Office of the Secret ary. It 1.:rould be in tl1e nature of an 

· advisory pl an for the guidance of the regul a to ry agency. The Depart ment of 

Xransportation would appear before the regul atory body, l1owever, to urge 

the gr an.Je,i 11g of operating rights to conform ivi thin reasonable limits 

to the over- a.11 pl a11. of the Depai--tment. 

(3) Air ~~ail _ Subsidies 

' 

T
·he h t the granting of operating subsidies 

conclusion has been reached t .a 

tor air tr e.nsport .s. tion should be divorced from mail pay· 
It appears, however, 

tb.at t· 1 ~VJ· • '"'tion 7;ill be necessar ~y for 
· · financial assistance for inter11 a 1 ona- c. _ c.,. · 

§11_
6
..,t ,.;~ in competition rri th subsi-
·,t. ended period to maintain 11.me.rican fl ag .J,..J.11es - • 

tlz . .1-. ~ bsi die -s to the extent re .-
. ed foreign . I ·n any e~.,.en t, .oper [:. ving su .... carriers. v 

~ .lo. for transport ation of mail. 
. ed shou1a be divorced from the remuner a vion 
i d for th at specific 

. ,Propr1· at. . fl',ould be ma e 
lons for such subsidy paymen~s tt 

~ .Pose to the t. They v1ould be 
D~partm.e11t of Tran ·sport a ion. 

-l!athe·r . · 
.. - ·. than buried in postal deficits. 

' .. -
~· '. 

• • .. 
' 

nout in the open" 
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• 

• 
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r 

• 

• 

• 
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of . the initial and important respons·bu· . 0ne J. 1t1es 

·,.,'l"lsporta tion i;vould be to formulate a t'"'ng. bl 
of Trcu.. . a. 

1 e base 

of the Department 

for determining the 

d 
for aviation 

nee . 
subsidies and tr1e appropi\i at . - e means of payments, and to 

t Such a program for legislative con~1· de t · presen ~ r a ion. 

- - - ~ - - - - - - - - - ----- - - - - - • 

In connection with its general renpon~ibilities, the Office of Civil 

A .;!!ltibn should facilitate the transfer of ~ert,. ·in act 1··v .... 1· • · f f "v .s;.,. . t..t 1:,1 es rom ed erul 

to state control. For example, it i;1ould appear vvise for the federal govern-

ment to retire from tl1e development of s1na.ll airports for private flying. 

' 

Not only is the interest in these f acilities prim arily of local scope, but 

the 11eed for developing a national system of airp _orts serving interst a te 

and international trfu'1.Sport [..;. tion is a IJro blem of much more pressing federal 

interest. 
• 

In the fie] _d of aviation safety, tl1e federal government is now moving 

in the direction of transferri.ng certail1 enforcer nent and certification re­

S£lonsibili ties to designated private organizati~ns or individuals, or to 

state governments. Among the operating funct~ons v1hich should ultimately 

~ shifted to no11federal jurisdiction are the enforceme.rit of safety regu­

l-ations and accident investigation as they pertain to noncarrier aircraft. 

11:l.timately it may be desirable also th a t the registration of noncarrier air-
. 

pilots ap.d other personnel should be a erart d . . an the licensing of private 

st.ate responsi bili tY', provided tba t uniform national standards are adopted. 

,he p t . indicates that consider-
o ential magnitude of aviation field activities 

-- able advant 
age and net 

shift of responsibility 
savings will accrue thr0 ugh a 

are in many cases available 
. to the -st .. t ~o . d. es, r1here 

-~errorm ti.. 
,. '-1ese additional functions• 

organizations and personnel 

• 

• 

• . 
' . 

, 

• 

• 

• 

• 
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The Office .of HighlJ·1.?.:Y Tra:µ~port a tion 
C, -

The Assistant Secreta~ fo1" High way Transpor tat ion ,..,oul_d 
,, be charg ed 

vdtb responsibility for administrative and pr omotion al vrork in co11nection 
. 

v,ith federal grants to the states for high Yvay Vfo:rk; for re search and Plan-
• 

ning functions and certain lesse1.. fede1--al road building oper .a tions; and for 

s:afety activities relating to interst ate motor carriers. 
• • 

(1) Fe,¢l,era] .. aid,. higl7:\vay acti •1i,t~e.s tr?-11sferred from Federal Worl{s 
A.~ency, Pu_blic Rqads Adm~nistr~ tion. -

Highway responsibilities now carried out by the Publ ic Roads Administra­

tion are of a promotional character and ,vould be included in t he Q.ffice of 

Highway Transportation. H~~1ever, t11e recent extension of federal aid acti v-

i ty from a lirni ted system of main high,ivays to a 600, 000-mile system of all 

&.lasses of highways and streets rai s es import ant policy i ss ues. The federal 

government has so dissipated its activities in this field that responsibility 

for assuring the l)rovision of a system of high 1'1a:>1 s of national s ignificance 

may ultimately be defeated. In vie v1 of st ate and J.ocal roadbuilding capabili­

ties, the .re appeal"'S to be no legitim ate re as on for federal usurpation of the 

major respo .nsi bili ties. I~oreover, because of tl 1e large-scale high viay rec1uire-
• 

ants to be met on a liroi t 'ed system of our principal .li.iglw,ays h&ving gre a test 

iJhportance from tlie standpoint o.f interst~te com1nerce, it appears desirable 

te concentrate . federal activity w.here t11e federal role is clearly justifiable. 

(2) lit t . t • tl"_ A'l'l~ferred from the rec• ·!v10 or carrier saf et;y func .iop.s ~· ...... 
. • a a 

' 

• The Ice 1· 5 th . ed to prescri be 1 .. u1 es and regulations governing novv au oriz . -

Operating . contr a.ct and priv ate carriers engaged. safety applicable to common, · 
1n in . 

terstate commerce. 

~ lhe Cozrun1 . . 
ssion, tl1rough the fi ·eld 

~9opel:'a t. 
, . l.Vely t{i th 

(See Vol. II, Appeutlix D) 

state enf orce n1en t 

• 

Aside from rule making, 

st a ff of it s Burea u. of Mot or Car ,riers' 

• in· t be· att · empt t .o a.ohieve agencies · 

works 

, 

, 

• • • 
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l
·ty between federal and state ~ ty 

.-.~ .. ,·. fqrm . sa:i. e standards and f w...- · en orcement 

,,..-.ctices. 
P>°" 

Commission activities in this field are hi bl t . - g. Y echnical in nature 

·d C·" ·n be administered ~n cl. 

• 

effectively only thr 1 • 1 oug~ continuing cooperation 

51 

·th -state agencies. 
Vil 

The most extensive and tested mr chi f 
ma. ne.ry or this type 

.' ef gover·nmental .coordination nor; exists in tl 1e Public Roads Administratio ·n. 
h 

]or, in carrying out the federal aid program, the PRA must deal continuously 

with the s·ta·tes e.nd must necessarily make ex..hausti ve studies of traffic 

conditions, pl1ysical and opera ting characteristics of all motor vehicles, 

end the relationship of these factors to proper high ·v1ay design. 

Safety regula ti .ons and . enf 01 .. ce1nen t techniques must be based on such 

studies, for they reveal the chief elements that condition high v1ay safety. 

[t v,ould therefore appe a r that federal responsibility for high,·1ay safety 

s1hould be integrated with administr a tion of tl1e federal aid progr am. This 
• 

wauld provide not only a more ade quate technical basis but more appropriate 

,nachinery for the prescription and enforcement of desirable sta..71dards. 

;er hr this means eligibility for f ede1 .. al high v.ray funds could be limited 

to the states that 

tete.ral standards. 

~ ft ~ 
c li that the bulk 

assume responsibility fo .r· enforce ment of the prescribed 

The validity of such a stipulation is . indicated by the 

by motor vehicle transportation 
or"' all interstate colil!neree 

is carried by the federal aid high way sy st em. 

. 

' 
Mor-eover requ; ,..,ed, from the outset of the federal 

, the states have been ..-. 

atd pr· 
a.gram, to establis .h acceptable 

• • • 

high i1ay organizations and adm1.nis-

· !t'at ·· 
4-\re Procedure -s to qualify for federal aid~ 

If high, vay safety 
in o.rder -. 1: - . 

. a considered less important to the national 
~ation . - · 
~ . ' l.t would appear wise for the federal 
. tt-el's to 

the states. 

:,I • •• 

·t than efficient adroinis­interes 
• 

gover11men t to leave safety 

• 

• 

' 

' 

• 
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-{J) par requirements_ inve11tory 
• 

. . . . . 

A rur~iier highv1ay transportation f1Jnction would be th . 
e maintenance of 

an .inventory for emergency pu:rposes of all motor vehic, e equ. 
· ~ ipment, its 

• 

- ti··o· n condition, and use, and toca , the requirements of motor t 
ransport for . . . 

. 

.. es fuel, and 1~epair parts. 
t1r . , · 

d. Office of Railroap. _Tran~porta tion 
. -

. 

Thus far -v1e have considered the structure of the nev1 Transportation 

Department primarily from the standpoint of trai 1sfers of en· st.;,... . . .,.ug agencies 

and transf .ers of certain · ftmctions from existing agencies. These transfers 

in tl1emselves ¥1ould 11ot · provide the structure of an over-all tr ru1sportation 

agency necessary for carrying out na tional tr ansportation policy. An 
. 

additional requirement is the creation in the Depart n1ent of an Offic ·e of' 

Railroad Transportation ·vlThich v1Jould be res1 Jonsi ble i"'or kee 11ing Congress and 

the Preside11 t informed ·regarding the adequacy of basic railroad facilities 

end equipment for ·the demands of 11orma l commerce and national security. 

ln this con11ection tl1e Office would assess the impact on the rail carriers 

e:f general. economic conditions and federal promotional activities in °th er 

tteJ.ds of ti .. ansport a tion; and it ·v:ould recomn1end eff .ecti ve measures ~o assure 
. . 

that th the op:::.rp+.in.Q"o condition of the railroad · ese impacts did not jeopardize ~ -v 

avs·tem. Tllis Office ,vould also be charged with setting up th e necessary 

· 1lnaeh·· t t · in time of war. 
: u:nery. to assure efficient railro ad · transpor a ion 

We al .so act1· vi· ties rel&.ting to railr ·oad car 
recommend that certain 

S&hrice 
and safety be transferred from the 

Commission to 
Interstate Commerce 

the De 
· . !)artment of Transportation. -

For 1 d conso lidation ian. . mu a tion of a railroa . t 
. federal governmen 

. · As • ff t a of ·t,l1e 
~- .. -. l.ndiaated in Vol -. II, Chapter X!, e or ~ tate 

. w a:
0

,1,...! • 1 d Th·e In ·ters 
·. ~eve e"-'f t. t. ,T'I have faJ.. e . 

. . . · . .i., ec i ve railroad consolida 10 "" · 

.. 

. - . 
• 

( 

• 

• 

. ' 

•• 
t 
• 

• 

• 
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Co]ll!Berce commission has shown no disposition to attack forthrightly the 

tiDnso11·dation prob].em which all investig _ations, i·nclud· .J.h c 1 ing u ose of the ICC 

f have sl1ovln to be necessary. Since 1· t · 
1tsel ,. · 18 apparent that a regulatory 

· is ill-equipped to carry out a pl · 
00mmis.sion J anning responsibility of this 

nature, v.re recommend that responsi bill ties in tl 1is field be placed in the 

ei ecutive department. Sp-ecifically vve propose tha.t tl 1e Depart ment be 

a.,uthorized and directed by st e.tute to prepare 1\ri tl 1in a specified period 

of time a gener e.l plan for railr? ad consolidation. 

There are two compelling reasons why responsibility for the formulation 

e-f' a general consolidation plan should not be vested again in the Interstate 

Gommerce Connni~sion. In the first place, th at agency is antagonistic ·to 

sueh an approach. But of greater import an ce, the e11vironmen·t, procedural 

tempo, and philosophic conviction of the Cow.mission offe1' an inhos pit able 

aoministrative setting for effective per·formance of the fw.ctio11. One of 

the mo.jor pu.rposes of systematic railroad . consolid at ion is to ad just the 
, 

".GGrporate and operating structure of the carriers to the nev, competitive 

OPganization of tl 1e transport a ti .on system. It is therefore essential that 

lbe Plan· be formulated lvi th the full lcrlo\'i'ledge of and pro ·vision for th e 
• 

imp:act of government promotional p1 .. ograms. 1\/fanifestly, there can be no 

lie!'rrianent value to any plan for rai .lroad consolidation that does not take 

fU11 . · · cognizance of 

~bl· 
l.c e:x:pei1di ture s 

the competitive im1-1lic a tions of current and projected 

that are designed to impr ·ove the range and quail VJ of 

lfigal'la.y a.; 
' .J..r, and via ter services • • 

It of the national 
i.s eq 11 t1·1e.se promotional programs 

·. 20~.el'nlnent be 
ua y important tl1c:t -

. ief · tested by reference, among· o·t,!1er 

. te_ct 
0 

. dards to their combined S'tall , · 

,. both obJ. ecti ves would be 
A ttai111I1ent 01 - n r · 1 . a1 road t · fa:e-tli, -. ra :nsporta tion. 

. t~·ted b . . of government full autnori ty 
~ vesting in one executive agency 

' 
' 

• 

• 

• 

. 
' 
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sponsibility for these organically related 
a,nd re 
• 

. 

l~s of government action. 
agency ~vould h..ave not 

$uch an only the POI{er of ini t. -l-. 

laving long-range improve-

t r ograms with respect to 
men P 

each maJ·or In n 
orm or trans n.:. or+~t1.· on' b ----- · ut it would 

.,,.n·v·e the corollary responsibility of _guarc tnteeing th o.,..+ 
1,w. u the net result ,vould 

service at lo west possible cost • 
• 

• 

be an improvement in transport ation 

The tecrmical complexities of the consolidation task are accentuated 

by the fact that, if the problem is to be solved at all, it must be attacked 

as a whole a.nd disposed of vii thin a relatively short fixed period. Vie there-
~ -

fore suggest tha1:,, pe11ding completion of tl1e consolidatio11 plan (prefe:rably 

not more than two years) , a moratorium be placed on all forms of raill"Oad . 

unification. This would rec1uire temporary sus pension of ICC po~1ers to approve 

railroad co·nsolida tions, mergers, and acquisi-tiion of control '1/. At the end 

of this period authority 1vvould be restored to the ICC to supervise th.e corporat , 

and operating rearrangement of the r a ilroads v,i tltln the frame·work of the 

general consolidation pl an. It v!ill be recalled th c1t ,·!e earlier proposed 

vesting the CoJ£1.mission i.vi th limited povrers of compulsion in connection with 

bdividual consolidatj.on proposals ( Chapter I). 

(2) Car service and safety function9 _tra.11sf erred from ICC· 
t a 

The railroad car service and safety activities nov: being carried . on 

by the ICC di of the Comnu, . ssion from .its prj,mary responsi-. · . vert the attention 

iilities and add to its administrative burdens. YJe li..ave discovered no 
. 

l\'ersua . sive reasons 
, uld be carried out under 

why functions of this type sno 
the 

ti . 
~depen.dent · t.! on commissi.on'' form of organi za .1. • • 

They are primarily teclmical 

. '1 Cont _ t a 1,andonmen ts, 
rer _Qth~:r ro: over joint rates ~nd thro~. ,go:r~uhl.ra~ o~o~s be affected. 

transport media by railroads v~ 

.. . 

• 

and the use 

• 

J 

I 

• 

r 
• 

I ... 
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and involve routine inspection and 
in Nature enforcement acti Vi ties. 1Q/ 

. d e...,.cept for the discriminatory a spects of 
An ~ car supply these fu..~ctions do 

nstitute integral parts of the regul atory p 
not co - rogr am. On th.i s noint the 

-
follorring significant observations haire been made b-.r an offici al l'1ho has 

"'_·'-Id e-v:.tensi ve experience both a.s a commi ssi oner and . 
ua -· - - · .- · in an ei-:ecuti ve agency: 

.• for some years no~~, I have served in t ho du:::il C"'p,,..c· J. f - t t t . · ·· ~ -n· .:.. '"' -" a._ a. J. vY o ln ers a e 
Commerce Co1:11°:-~~ioner ana ~ irec '-'or o!,.. t~1e. 0. D: T. In th e Commission I am a 
member of Di vi~ion ? an~ am tl 1e Comrniosioner in criarge of t he Bui--eau of 
Service. I hti~e, ~ th t,he cons en~ of the Commissio 11 ( a crea tltre of the Con­
gress, the Le¥1~17:ti ve branch of ~l1e Gover~men!), oper a ted t he Bureau of 
$el'·vic_e and :1~tr1 -c,ne consent of tne Executive l l1ave oper a ted o.D.T., a part 
of the Execut,1ve branch of the Government , and hav e unified th eir activities. 
I fail to see any real distinction ivhate,rer in tl1e character of their respec­
tive activities. 1.:V 

In fin al ctnalysj.s, the ba.sic purpose of government control in this 

field is to assur~ an equit a ble allocr :.tion of r i, ilro ad cars a.mong regions 
. 

and shippers under emerge11cy conditions. But experience has dem.onstrated 
• 

that the regulator:v mecl1anism is inade quate to dea.l ,~.ri th tl1e problem of 

railr·oad car supply and alloca tj.on in periods of cri tic a.l c:nd prolonged 

'thortage. Thus during tlle pest war this res ponsibility was delegated to the 

Office of De1~ense Transport a t .ion, a tempo1--2ry executive agency. Transferring 
-

thi · 1 "l gi~,e continuing juris-, s function to a Depart rce11 t of Tra.i.'1sport£:. tion r,ou O - · ~- " · 

ticti O g-an.: zati on re ouired t·or effective · on to the type of administr~ ti ve r · · J. J - ..... -

discha, .. ge f thi · 1 · t b ,J.vhe service is of critical importance. 
"' . 0 s responsibi i y r:;r en 

ft r+ters has been vested in the Com-
Jurisdiction over l"aill--o a.d SE- e Y ma v · 

miss: . t v,hich have never been 
· lon through a. long series of special e..nactmen 5 

~~~ ,2/ 
"'"t>Orated into the Interst ate Commerce Act. ~ ..., 

lW s I 4 a.. • • f' ICC acti .vi ties in this field. ·w s~= Vol ·. II, Appen .dix D for description ~ ... of Office of Defense Transpor­
tation· tcttement oi' Col. J. r.a. Johnson, Direct ~- C- mmittee on Inters ·tate and 
~- on S 181"') . tt · o·f ~en& ve o 
~0re:ign · • '- before Su bcommi ee · u 

~,T _hC01rilllerce,- rv1ar. 9, 19~.8, (mimeo .) P· 11. t1.·o~ Act,· Hours of Service 
t '5;;:.I es ., · · ·t· In s -oec . ·,µ · · . 

q:t; . s~©lala..1.ety Appliance Act; Locomo 1 ve -See App"$n·diX D. 
Inapection Act; Ash Pan Act, e tc. 

. -

" 

' 

• .. 

I 

. ... 

1 

• 
' 
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· ·gnificant that over a long period of y~a-s 'h C . 
!t iS Sl '"'( • t, e omm1ssion has of 

. ··t , relied primarily on the carriers to ini tia t . . 
neces·Sl J e technical improve-

. in safety appliances and to police their uniform anplicat· 
inents - ion. Any other 

h would hD.ve required an extensive st s.ff 0 .e- .toe hni. . 
approac . .1. lJ c cians and a large 

. 

field force for policing purposes. Supervision of such an organiz ation would 

further divert the Commission from its complex and speci a li zed duti es of 

,egulating r ates . and standards of competition. 

It is prima.rily for this rea~on that we recommend transfer of railroad 

~afety responsibilities from the ICC to the Depart ment of Transport ation. 

i or, as we huve noted elsevfhere, there is a pres s ing need for expediting 

Gommission action, particul a rl:}y in the field of rate regul ation (Vol. II, 

Oliapter IX). 

Success in acl1ieving national transport ation objectives v,ill be 

letermined in large part by the conduct of this trans por ta tion research 

and ;planning activity in the Office of the Secret ar 3·. It is the absence 

. of such activity at the prese11t ti me, and the absence of over-all direction 

8telIDn.ing from it, \'1hich account in no small measure for the ill-advised 

atid co r1· . . b · g sponso .... ed by the federal n 1·cting transport ation activities no·r1 ein · J. 

. 

· IOternmen t. 

a. 9et1:el'~~ researc.h and programming. 

The S~cretary 

~~e ·ss a 
~ s to the follo wing: 

. a,Stte.in . 
. _· , l.ncluding a.11 
llttl ( 

c) th8 costs and desirable methods 
. ~Uh ad • 

· "Vlce v,ould necessitate 

. . onsible for advising the 
of Transportation would be resp 

. . d . of the transportation 
(a) the physical nee s . 

priority of these needs; 

To provide 
forms of transport; (b) th e 

of def r aying such costs • 

of tr affic trends; 
continuing st u~ies 

desir~ble 

•• 

.. 

= 

I 

,t 
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. route patterns for rail, air, and water carriers,· the 

financial condition 
arri ers; possible further areas \•rhere .P d 

of the c - » .1.e eral action is nee c.ed, or 

in vthich federal activity might be reduced 1 . . . areas or e im1nated. 

The Department of Transport at ion l1e·re propoqed . uld . 
M wo comprise some 

,,,~,oo· 0 persons at curren ·t, levels of emplo\(-ment. u .. 
/) J naer present policies 

it would be responsible for the expenditure of at least a billion and a 
. 

qua.rter dollars annually. The size of the Dei'.)artment and tl1e magnitud·e 

o! its responsibilities point to tl1e importance of a top level research 

and programming st aff. These and otl1er tr a..11sportatio n research, pl -anning, 

and programming a.cti vi ties carried on by a staff repo1 .. tL'Ylg to the Un_der­

secretary ~,ould furnish a basis for formulating and activating national 
' 

transportation policy. Among the functions of th..is staff \vould be the 

follov1ing: 

{a) Examination of nl l promotional programs in tl1e light of the 

peacetime objective of ac11ievi11g the most effective transportation system 
• 

. 
at the lov,est cost, \'vi. th dt1e consider a tion for the development and pro-

motion of desir a bJ.e tech.riological changes. 

(b) The determir1ation of civilian transportation requirements and 

eapacities for presentation to the Nation al Security Resources Board for 

eoordination fi i th the mili ta.ry, in order to assure specific estimates of 

ltational . . . · s.ecuri ty re ·quire :rnen ts where these call for facilities in excess 

. at nor 1 . ma pea.ceti · me d nee s. 
~ an•d techniques to permit 

Tbe development of oper c~ting plans 
, 

(c) 

~ediate r· . + n .t-1· 0.,.... system in time of war. 
8 fective operation of the tran~poruav 'J.~ -. 

the feasibility of various programs for 

~encin . ·h . ser char ges, including the 
- g of transportation facilities throug u ·. 

«'eie1oplllent cl.1a.rottes and a system of v.ra.terway 
· of pl ,a1ls for federal a irv :a.ys 

• 

_, 
• 

• 

• 

l 

' 
•• 
< 

p 
• 
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to-JlS • 

(e) The conduct of studies on such probl 
ems as tl1e f easi bili ty of 

ent ownership of railroad rigl1ts of Viray 
governm ~ as a compromise measure 

• 

.;t'I the event that the coexistence of privately ·o,rm d .
1 ~· · " 'i e rai_ facilities and 

pubUclY provided air, highway, and water facilities proves infeasible. 

{f) The investigation of possible consolidation of field operations 

and. physical research activities. Tl1e federal government maintains separ ·ate 
' 

engineering st affs fo:;- this v1orlr in connection vii th its higl 1vray and airport 

Qperations, yet many similar pro bl ems are encountered with respect to 
, 

materials, de.sign, construction methods, soil investigations, and the like.Jl/ 

Laboratory rese arch dealing vJi th these physical problems, as v1ell as engineer­

ing assistance or inspectio11 in the field, might also be consolidated to ad-- . 

vantage. Right of v,ay problems, including land acquisition, zoning, and re­

lated problems also might be more eff ec tively ha._11c1led by one staff. 

b. §e_rvice Agencie:3_ 

Consideration should also be gi ,,en to transfer ·ring to the Department 

two axisting agencies thci. t supply general service _and policing fu."l'lctions 

fo:r transportation . 

( 1) Poas t Guard. 
• - $ 

-

The principal functions Qf the 
• • 

Coast Guard relate to the provision 

er a. d. 1 8 to navigation and the promotion of safety ,. 
It is believe .d that the 

~esent l . - ocation of the Coast Guard in the 

. 

Depart ment has no reason­Treasury -

G:lUe bas. . 
18 in the n_a ture of the work the Coas t Guard performs. 

If compelling 

-

·1.-w The Pu . _ • 
0~ air, bllc Rofds Admj_nistra tion 

PO?'t field s -taff totals 575. 
field 

980 and the 
staff nov1 nUlnbers , -

; •. 

• 

. 
l·· 
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are not presented for 
reasons 

t its trap sf er to a Depertmen , 

icnl alternative. the 10g a 

(2) Coast and G~odetic 
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retaining this organ· ~· . 
J. za ,.,1 on in th T e reasury 

Depa.rtmen t f T 
o ransportation appears to be 

Survey. 
• 

The maj or-·part of · the 1:1ork ··of this organization relates +_
0 

the . . 
., provision 

of aids to navigation for water and air transpor _tation although certain other 

functions of a general application are cllso included in its program. 

If these organiza tio:r1s are transferred to the Departrnent, it r,ould 

appear desirable to preserve them as indi vidu&l opera ting uni ts, reporting 
. 

to an assistant secretary in chGlrge of service functions. 

J. Sumrpary of Departmental, Organ_ization 
• 

· In accordance with the foregoing organizational changes, the Department 

of Transportation would include all of the transport cition activities of the 
' 

fsderal government with tl1e exception of re:. te regulation, the issuance of 

operating certificates, and carrie1 .. unifications. Tl1ese functions, it -r1ill 

i~ter be noted, require relative freedom from political Ll1fluence; stability 

of policy; and tl1e benefit of 'judicial pro _cedures made po$si ble under the 

. t· Specifically, the Department form of organiza ion. . inde,pendent commission 
~ 

'~Uld include: 

(a) Th PublJ.. c Roa."'ds Administration, Civil 

• 

· e existing functions of the ,. 

. AerQ!iautics Admjnistraiion, Coast and Geodetic Survey, Coast Guard, the 

"11till!e C • • egw., ator,, r"'un.ctions), the Co·rps of Engineers 
. 

0ID.rniss;ion ( except minor r · · · " · · 

~licy d . . . th navigation projects), and the 
· etel:'mination only, in connection 1'\'"1. --

~land rVa 

(b) 

terways C·orpora tion. 

.In addition, certain functi-0ns now 
.. ed out by regulatory being carr1 

\(~Cie:s• . - • C . • 
1~·te . ivil Aeronautics 

·bu·ties for aviation safety, 
Board respons .1 i . 

. .. Pat t .~t'n . . .• . 
· determination, aivard .tng of opera 

c.. dies. · Interst -ate 
t il1g sub~i - ' 

. -
, 

., 

• 

• 
. 
l ~ 
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commission responsibilities for motor 
col1l11Ierce carrier 

t car service oper~tions. 
safe Y, 

safety, railroad 

( c) Cert&in nevi functions, 

toT'Y of War Requirements. 
1nven -

including R -1 ~ 
\.o.J. roaa. Consoli· d,...t· . 

a ion Plan 

• 

• 

C • A TRANSPORT REGULATORY COMr~1ISSION 
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' 

It has been noted ·tha t there is 
a need for rearrange ment of regulatory 

organization and procedure as well as revision of basic policy. 

to organizational pro bl ems, we have emphasized t wo major defects: 

(1) The in termin lin of romotion al business management 

With respect 

~echnical administra~iv!3 ;funct~ons with the vit ally important regulatory 

T:e.sponsibili ties of the _so-~a~l_ed inde:eendent commissions has created serious I 

, Rroblems, po"t:11 for ~he _oommissi_911,s apd tpe executj .ye branch of governm~nt,. 

The independent commission ,1as con .cei ved, is constituted, ai1d has oper ated 
' 

as a deliberative body. The prime objective is to c1crri.eve imparti ality 
• 

iin the settlement of con trove1 .. sies, s t a bili ty and continuity of policy, and 

' 

aecisions based on a factual record. An agency organized and institutionally . 

&:d. . 
Justed for this type of J.• s ill-ad apted t o the discharge of pro­performance 

lllot· . • or"" ~dmjni .strative management lonal responsibilities or the exercise ..... 

fUn t an.d expeditious action• Ex-e ions thE.t t require aggressive, flexi 9le, 
, in a commission Pe.r1· . • 1~ S1L1ch functions 

ence has demonstrated th a t t he loc a T,ion ° · · 
to,,,,, . di.t:tferent performance of the 

... ut of a · .J.he in 1 J. ~ l:'ganiza tion result s either 1n v • 

• t -= g the attention of the llllanageinent • in diver -in · . 
. · · and promotional activities or 

ee~-= 
~ssion r d t · e~ · 

ram its major regt1la tory u 1 
i,;) • 1 and 

of promotiona . 
More . the delegation 

· _ over, in important instances h · f 
' . . d f ro.m the c :ie 

g,einen t . s haS remove 
6 · responsibilities to corroniss1.on uired to 
~l tha. t are req '· eeuti . J. • ve tools 

. . "le some f tJ and administra 1.,J_ • branch of 
--~ _- · o . 1e powers executive . 
~ o,~t . s of the 

_ • •· ·1.4 the · b · li t1 e constitutional responsi i ' 

• 

I 
i · 
1~ 
• 

• 

! 
• 

I 
I . 
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r. 

merchant marine 

t main taLri in being a "'leet ~ , . li. cy iS o l. aaequa te f o~ th . 
po - e requirements of 

, al security. The instrumentalities ·Provid d f' 
pat1on - e -Or th.is purpose consist 

· ohieflY iP the administration qf construction d an opera ting subsidies and 

Jll the supei"vision of the reser1te fleet--all predominantly technical, 
. 

atlministrative, and management activities. Yet, the major· powers and duties 
-

i:nvolved in carrying out this program are vested in an independent commission, 
. 

deliberately removed as far as possible from the control of tlle executive 

ibtanch rihere responsibility rests for the management of the military estab-

3:ishment and the conduct of foreign affairs. The cre a tio11 of a Department 

of Transporta.tion and the transfer from the various commissions to that de­

;artment of the functions outlined above would restore essential controls to 

lhe executive dept-irtment and at the same time lea,,e the regulatory process 

£r~e of functional a11d opera ting encumberances. 

(2) !Yi th .oµt fm,ther chan,ge ,in the, present regaj. at91--y orga~ization, 

~Gwever, there v;ould rema in an undesirable _administr r tiye di .ffusion of ~h<a 
J p Q s ,:r -·· C 

• 

!e~a~ory Ilrogr8!ll. For, the Maritime Commission would be left with a 

residual control over ocean shipping to noncontiguous territories, reparati~s, 

!tel The Civil Aeronautics Board 
supervision of rate conference agreement _s • 

t . g rights of the airlines. 
101Ud be 1 + and opera in - -· eft with control o:ver the ra ..,es 
Ad control over r ail, high-
llll th In · · uld retain e tersta te Commerce Commission vio 

. 1af, dollle t. . . . Vile have discovered no organiza-
s ic v1ater, and pipeline agencies. 

rt." t single Transport 
· ~ 0rlal · d ti.on in ° a 

or technical obstacles to the consoli c-.. • 
'tie over t.l1e rates and 
l\,;;00.atory Cammi~ ss.,on. economic controls -
\ .a.. of the basic ary . 1rve have 
~~et± ti On the con tr , 

ve st~dards of trans -port enterprises. 
'""'·". in order to achieve 

:. -~ci t_h t . i c- necessary . 
. a such d c· o:Y'l. so1· 1· da t1on µ of '-.~ · ·. · a ministra ti ve ,,... f p, 1 forms 

Qe .A·e . · . ..i. ent o ~ ~ l trea vlD - · . . . " c area f . P"' rtiaJ. , . r_eguJ.atory obj ec ti ves O :un ~ 

,: 

• 

• 

-

• • 

l 
l 
I . 
' 

• 
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t tion nondiscriminatory rat es, vvork able , 

tttansPor a , competition' and the 
· t· on of the several forms of tr ansport t. 

i:wi, . .J,egra 1 a J.. on in to a ff 
~ u n e icient, eco-

. 1 and progressive 11ational sy stem. 
n,0ltlJ.C8. , 

. For these reasons · vie recommend the t. 
crea ion of a nation al Trans ort 

ator- commission to administer a revised ro,-y..,..am ofubl . . 
_J.c re lation 

a.Pplica.ble to a~l.forms o~ t~ansport a tion. 
0 The keystone of this regulat ory -· 

s~rstem ,vould be the regul a tion of competitive rates, operating rights, and 

: sku ctural orgru1iza tion of individual fir ms. The end pur pose of such regu­

l/ation v,ould be to prescribe the standards of rate and service competition 

that vrould assure the economic allocation of tr affic among t l1e several forms 
• 

•• 
cf transport ation and to guar antee imparti alit y ir1 the grantin g a11d denial 

of' operating privileges to indi .,.J"idual firms. Tl1e Commission would, of course, 
• 

. 

isooin th e accounting, reporting, cost finding, a.rid other anci l l ary functions 
• 

ts.sential to the effectiv e dj.scharge of its major regul ator y duti es. 

Tl1e re ar r ange men ts propos ed here v-.rould be accompli s l1ed in t he main 

ttr ough the folloi· vi11g amendments to curre n t regul a·tory stat ute s: 

(1) Consolid a te ivi th Part III of th e · Inter s t ate Commerce lict th e con­

treJ.a now exerc .ised by tl 1e Tu1ari time Commission over ship pLrig to noncontiguous 

t&rPito . . . of rate conferences, and the selection ries, repar a tions, supervision 

or indi V'idual firms to be made eligible for subsidized oper ation over the 

1K, t f Transporta-
i:ilgn shipping routes declared essenti al by th e Depart men ° "" · 

Act incorporating 
(2) "dd 

~ a new Part V to the Interst c::.te Commerce , -

Pre.sent 
·· Prov:j.sions 0£ the Civil 

' . de aliI1g with rates, oper-
Aeron au ti cs Act 

"' "g l'ights . . , t ' con-solidation, security is 5ues, 
d investig a tions, 

reports an 

-. · q~letin . 
· g from the latter the 

-~lqn r 

of Policy and the pro-
prese11 t Decl a~a tion 

. - or Using air mail payme11 ts as 
a sub s idy device .. 

. . ·• 
• • 

• 

l 

• 

L 

' ,, 
• 
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( "2) Amend the rule of rate making a.long 
,; the lines suggested in 

0J1apter I. 
• 

(4) :Provide statutory recognition of th 
e right and duty of the 

Of Transport&tion to appear beJ..pore th c 
~ecretarY . .e ommission to present the 

dl .. ·ettrs of the executive branch of the government v.ri th respect "·"' .,, to the rates, 

. and operating ~djustments re c1uired -'-1..,0 ma;ntain· t' lie t J.. t· ser1flce, .,. ... -'-LI. , • ranspor c.a ion 

system in a condition adequate to serve ·t,he needs of cormne~ce and the 

• .1. 

national securi lJY • 

The present declaration of regulatory policy added to the Interst ate 

Commerce Act by the Transportation Act of 1940 ,vould reqtlire no substantial 

alteration. And, it \¥ould ' appear ivise to vest in the Transport Regulatory 

Commission broad discretion with respect to its internal organization and 

operating procedure. W 

In the past, co11sidera ble controversy has arisen vri tl1 respect to the 

place of the so-called ''independent comm;i.ssion11 in tl1e general structure of 
' 

governm~nt. Suggestions have been made i"or the consolidation of all trans­

. 1ortation functions into a single executive department; ho~1ever, vii th the 

; · Btrictly· regulatory a.cti vi ties retained in a so-ca .lled independent board or 

aommissi · on. Such an age11cy would be included within the Department only 

'tor ~housekeeping" purposes, bearing the same general relationship to the 

Department the c1.· v1.· 1 Aeronautics Board and ·t,he De-
. that no~, exists betvveen 

hrt:rnent 
of Com.i11erce. We have been unable 

to find any persuasive reaso~ for 

01' ad 
. · -v-antage in this particular type of arrangement. 

The economies expected 

W W • te si .ze of the agency it te·~l)\ es have not dealt 'ri th the question of the ,f c..!;)ppropfrfeiacti ve. op· eration since 
~t~ ~ of t' · v • ed or e . . . · 

:~oa aubject ~e number of co1nmj,ssioners requirindepe :nde11t Regulatory ·CoII1JJ11s-
.n_a.," is dealt vvi th in a study of ''Tl1e 

• 

• 

: ~ 

I 

,, 
• 

' , ' 

• 
' • 
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. ·fied administrative supervision have t . 
!to'fll uni no materialized, and the need 

t ·ning the independence of action of +he re 
for re a1 "' . gula tory body has never 

. n seriously questioned. Vie have therefore co11cluded tha, , h Tr 
oee - ~ 1j e 1 anspo rt 

uegulatotY Commission should be constituted on a biparti· son 
J} basis m. th the 

coJJ11Ilissioners appointed by the P1~esident for ove1 .. lapping terms and removable 

onlY for nonperf orma.nce of sta.,e,ut~ry duties. 
. 

Jf, as re9ommended her,e, the functions that are of a strictly executive 
• 

and managerial. na:tur.~ a re restore°= to the ,executive branch of . ~overnment and 
- • s -

~r.ovision .ts made .for executive _r_epresenta.:t,ion before the regul atory com­

mi$sion, there_ ,~ould B;P.i?..~ar ~o be no justification for further direct control 
• 

Df the executive branch over tl1e reguJ_atory phq~es_ of natj_onal transportatiop 

polic~. For, it is ·appl 1ren t tl1a t the regule .tio ·n of rates and the selection 
' 

?f carriers entitled to opera·te for-hire ·1:,ranDporta tion services are aspec ts 

of federal transportation activity ,vl1icl1 reqt1i re a high degree of impartiality 

and t11e provision of all possi ple safegt1ards against the pressures of private 

interests or tl1e influence of interfere11ce of political considerations. De-

termino.tion of tl1ese matters, involving tl1e distribution of privileges alld th8 

finan · 1 cia position of priv a te xt d d bearin~s and reason-business, requires even .e . - 5 . 

ab_le continu1· ty of policy in the decisions rendered. The independent com-

fllission r 
orm of organization tlle bes + opp_ ortuni ty for maintaining provides v -... 

these ad . • 
Illinistrati·ve t d ds san .ar. 

Vie ha 
- ve observed in this study 

that public regulation of transport 

enterp'" --1.lses 
has been rooted fro ,m tl1e outset in 

th ·cal "'nd m.oral concepts the e .J.1 OJ. 

~r r . 
. a1rness . 

l;nc ' Justness' and reasona bl _~ness. 
. 1 ture has not suc -ceeded The legis a 

r-educing th · tati ve 
~ . ese general valws to quanti · 

lae or even to very formu , 

€l.ble · · st 
Qr-a·. andards of measurement. 

statutory prohibitions 
Although th e 

~~-lnst · 
· · diec . · . ·. d 

· -. .l'linJ.nat1on in matt ·ers of rates an 
1-.nve been refined service .tia 

. . ' 
' 

, 

• 

• 

• 

. 
l 
I 
I 

f 
t 

f 

l 
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i,..at over the years, the determination of v1hat . 
somefl par ticul ar rate 

t ·t· , or rate hip or compe i ive practice constitutes 
telations , actual discrimination re-

l rge1y a matter of administrative int , , . 
mains a - er pre tat.ion . 

Nor do the regulatory statutes provi de tangible 
standards to guide 

C mmission in deciding 1.~rhen the public d , 
the o - nee s a ne,=1 or different kind of 

. or which individual among a number of ap 1 . 
6ernce, P icants should be granted 

the privilege of supplying that service. Thus the regulatory agencies are 

Drdinarily authorized to grru1t or deny opera ting rights in accordance with 
• 

their interpretation of ''the public necessi·ty and convenience. 11 

Under. these cir(?ums tances, it has been generally agreed that equity 

as among individual applicants and a desirable degree of continuity and· 

s'tability in the control of r a tes and rate rel ationships can best be achieved 

through the deliber a tions of a continuj.ng, full time, and expertly staffed 

agency removed from the immediate control of Congress or the Pre .sident. 

It is particularly important that re aso nable stability a-11d continuity 

of com t · t · b d Radi· cal and frequent alter- . pe 1 ive r ate relationsl1.i_ps e preserve • -
lMon in th rat ·8 P.trueture would throw tl1e industrial e nation's transport a tion - -

atld • 
commercial processes of the country into c.haos · In an economy organi~ed 

~ound n .. .L.. , -'-. , • e in cli..a.1 .. act -er, the location of 
· tt l,J.onal markets 

I 
highly compe t.,J. 1iJ. v 

111dustry b. t to paralyz .ing uncertainties 
an.d channels of trade tvould be su J ec 

~d di bv the threat of a volatile 
sloca tions by preferential rate makj.ng or ., 

~test · ructure. 

Th gul t. on administered by an 
e est ablished m.ethod of transport re a 1 

· d and unpre-depend • d ~ he rapi 
ent c . . 11 desi· ,c1ned to avoi I., 

' "" · · 
0mmission i.s spec1f1.ca Y O tr 1 does 

~fi--b _ · • f rm of con . 0 
-"-Ci le alt commission ° 

erations of ·_policy and procedure. 
,JtGt . study indicate th~ 

1ll'ec1llde . . e R tiga ti on and 
·1e~. - orderly adjustment v1here inv ... · · 

fo:r 
. Chang· e, but the process • 

and at times 
complex, -

is time-consumi11g, 

• 

I 
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,;; ··• . · IDq)erience indicates, however, that the wastes inherent in this ~ 1. · ·: :""oUS • · "."f8.;1,' . . 

. .,,,...:--:_~ . 5 . 6 can . more readily be supported by the economic system than. ~.- · p"'oce . ... ,, '.r'ltT . ;a., . · · · '-~:a.to.a.., · · ' 

· / · .· . tainty and disruption that WOuld be possible and likely under ... ,. .. he uncer . ,·. :d t . . 

. · t leg;i.s~tive regulation o.r under executive management. ,,. tMier -direc 

. 
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CHAPT11l III 

THE s:eECIJ\..L PJtOBLEr~S OF NATior~AL. SECURITY 

The desirability of a federal Depart ment of T -
. rans por t a tio11 is obvious 

if tl1e peacetin1e goal of developing high quality seririce at m~ . ... · _ ,n,mum cost 

. t be achieved. In terms of nation al security h . 
1s O , .or,ever, t l1e services 

of ·such an agency a.re so urgently needed tlw.t its prompt establishment 
. 

is considered a necessity. Attention is direct ed in some de+~1·1 tl n ~ , 1ere1 ore, 

to the nature of the t1"'ansporta tion problem in vvartime and the steps v,hich 

must be taken to prepare for, or to cope wi th, such conditions i..ri the future. 

A. FEDERAL ACTION iJJD \"!ORLD t·Jiffi II 
• 

The importance of transport ation i11 ,vartime was clearl y demonstrated 

during the recent 1,·1orld conflict. The high level of v1ar production and the 

magnitude of military shipments and troop moven1ents est ablished nev1 records 

for both passenger and freight transportation. Specifi cally, the volume of 

freight moved by public carriers totaled over one trillion ton-miles annually 

in each of tl 1e years 1943, - l944, ai 1d 1945, v,li.ich v1as double the volume of 

aervice provided in 1939. This tremendous incre ase in freight movement was 

accornpU h d . . 1 ... ds ,-rhich carried approximately 70 · s e prima.rily by the rai_ro c.1. , ·-

Per cent ·f th 0 e \var time load. 

Th 
,. ,.. . relatively sma1.l due to 

· e increase in total passenger tra11ic was 
l'lartime r t . · 1 · t. . yet the impact on public 

es · rictions on private automob1 e opera ion, · 

trans 
Portation facilities, v.1hich v,e.re 

duct· 

11 d U
uon to compens ate for the re­

ca e · .I. 

. In 1939 the railroads had 
J.on · 

J.n automobile 
a,ccoUnt . . 
. · ed f Ol' 24 billion 
98 bi11 · 
J..... l..ons' 0:r four times the prev1ar load. 
-~, \Qt. 

ban transit vehicles increased from 1ess tha!l 

travel, was tre inendous. 
In 1933 they carried 

.1 of travel. 
Passenger-mi es d f passengers carrie . 

The number o . 

13 billions :i,µ 1939 to 

l 

• 

l 
' 



. . !1iions in 1944· 
23 ~ 

INrER:CTIY FREIGHT CARRIED BY VARI. 
TRAI~SPORT AG~JCIES 1939 d 1 ous_ 

(I b · 11· an 944 a, 
n i ions of' ton-miles) ::::t 

- I I ' 
1939 19/24 -

Railroads 336 747 
For-hire motor carriers 43 49 
Inland v,;a terways 96 150 
Pipelines 65 132 

Per Cent -i ncrease 

122.J 
4.0 

56.3 
103.1 

§/ Annual Reports of the Interst a te Commerce Commission 

• 

• 
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V/hile these figures of expanded vrartime oper ations are particularly 

impressive, they do not alter the fact th at each transportation medium played 

a vital role in the total transportation operation. The private automobile, 

despite sharp reductions in its use, continued to be a major f actor in ,var 

worker transportation. The air lines, while accounting for only a small per-
. 

aentage of total traffic, were able t,o supply almost overnight th e equipment 

lllid personnel which initi a ted our f ar-flung military air transport services· 

P.rivate t . . . d t transport f acilities 
rucks, ::i.ntercity buses, pipelines, an wa er · · 

a11 contribut d t d transuortation requirements. 
ed to meeting the unprece en e ~ 

lr. 
.i: lnally, in overseas ser-vice our 

, t marine was 
vastly expanded mercnan . 

a~le to 
· meet the almost insatiable demands for 

li 
+~~oughout the world. 

supp es IJJ.U. . 

S 
and kept them sup­

oversea, knerican 
-. shipping transported 7 million troops 
Plied. 

. 1 ·a to our allies. 
of materia aJ. , and it , . delivered 

~t 
the end 

of the \Var 

a tremendous voltime 
~·ve tillleS the prewar tonnage. 

our fleet was more th an 
11 

The ab· ~ llity of the transportation 

. ting industrie ·s 
system and its supPor 

llleet the 
requirements of the last r,ar cannot 

·t ·w·ted to foresight 
be at ri · 

• 

• 

.. 

• 
' 



~ --

On the part of the federal 
1
anning gove1-nmen t. 

and P It is true that f d e eral 
objectives, as stated in ortation 

tra.nSP 
the various t s atutes establishing 

S
oorta tion 

tran ~ 
policy, huve always given prom· , • inence ~o the needs of the 

t
. onal defense. 

Jltl. l 

The Transportation Act of 1040 ~ / aeclares the ultimate ob-

jective of federal action to be one of 11devel opi - _ng,, coordinating, and pre-

ving a national transpor·tation system by v;ater hi ~ ser - , giL~vay, and rail, as 

v1ell as other means' adequate to meet tl1e needs of tr1e commerce of the United 

States, of the Postal Service, and of the national defense." Tlle Civil Aero­

nautics Act of 1938 like1;vise st e. tes as its purpose "the encouragement and 

development of an air-transportation system properly adapted to the present 

and future needs of the foreign and domestic commerce of the United States, 

of the Postal Service, and of the national defense." And in the Merchan ·t 

Marine Act of 1936 it is stated to be ''necess ary for the national defense and 

development of its foreign a11d do1nestic commerce -that the United States shall 
• 

• 

have a merchant marj4ne. '' 

Implementation of' these and similar expressions of concern over national 

security is seldom to be found in the actual conduct of federal transporta­

tion act. . t . f. t1· ons 1.. .... v· e had a bearing on the de-
1 vi Y. v'lar Department spec1 ica J_le:l, 

• 

Sign and development of' the federal aid highway system, and a strategic net-

riork or hi mi] i tarY bas been designated. 
ghways of primary interest to the .r..u,.. __ ,_.. 

Commission is directed in 
[n the c · 

ase of the merchant marine, the A~aritime 
J. 1 lyll with the 

the Pl 
anning and development of the flee t to 

rr coopera ue £ ose -

d ta tion of vessels 
the a ap ij_a"Y Depar-1-- d and 

. vlllent as to national defense nee s 

~ lllilita 
ry purposes. transport 1egis~ 

The · lnterest in 
~ti.on 

d by federal 
. ty expresse 

national securi · . . . eacetime 
. t of establishl.ng p 

,_ hor-1e-v 
~- . er, ha.s never developed 

l.strat. 

to the poi!l · 

effective 
which ,vould insure tl1e : . lve machinery 

operation of 
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t tion facilities in an emergency. Th 
trSJlspor a . . us it was ten days after 

t1r.ir bor that an Exe cu ti ve Order was iss d 
pearl rw- ue establishing an Of&>' 

· .!. lee of 
TransportD.tion to '' coordj_na te the 

Defense · transport at ion po11· . - · cies and 

. . ties of the several Federal agencies and . n • a.ctl vi pri vu te transportation groups 

~"' effecting suc-h adjustments in the domestic transporta+ -i· on 
J.l~ ,., of t.he Nation 

• • • 
as the successful prosecution 

' 

When war ·broke out and the 

of the v1ar may require. 11 1/ 

demar1ds of the transportation • system proved 

far greater than previous peacetj_me requirements, vve found ourselves only 

partially p1--epared. The merchant fleet r'1as f ar belo\ v require ments; there 

vias an acute shortage of the rubber on \1hich higl1v,ay transportation is de­

pendent; no ade~uate facilities ~vere avo.ilable for the movement of petro­

lewn; a.nd there v1as no org anization \·1i th:i.11 the governme11t r1hich could assume 

responsibility for the maintenance of es sen tic.1 transporta·t,ion services. We 

\Vere able to organize a transport a tion agency, build up our merchant marine 

&nd air transport facilities, establish a network of pipelines, and cre:3-te 

a synthetic rubber industry princip ally because r1e had time and freedom 
. 

from tl d. k In ad.di' ti on ive had an important ad-
.. · 1e isru ptions of enemy a ttac . 

vantage in that the limited facilities available were in adequate coutlition • 

. capital invest ments after the 
The railro ads had exPer i enc ed some step-up 1.11 

. 
, , editious movement of 

mid .... ti..:rt. 11.1. 1es , 
l' • 
aJ.l traffic 

had resulted 

-

and had drafted plans to promotie ,:,he exp -
, t. n during the thirties 

Hight1ay cons"Gruc io 
in the event of war. 

. bigh level of automotive 
. · 1 · -1--= es and the in extensive ne w faci J. v..L , 'ded th .e nation 

Product. 
ion a.chieved during l

·Jre war years had provi 
the iJnmedin te 

- Looking back at the 
'tlith a 1 

arge-sca .le renewal of automotive 

y . 
d ~ecut· etail in J. ve Order 89 89, Dec • 18, 

· Appendix B, Volume II. 
1941. 

' 

equiptnent. 

ThiS order 
d 

. . greater 
is describe :i..n . 

• 
• 
I 
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S
vortc'ltion situation as of 191+1, tlien, it is 

trBil J:_ apparent tha4.. 
• • 1., ne nere, by 

f a ~ei--ies of good for tunes, iJetter 
reason o I. ... . prepr lred to r:a.O'e 
,Y • • - ••r • , 0 a prolonged 

tb ,.,t time than tre ~:ould ru::ve lJeen fo . 
11

,. a.t .a . · .- , r exanrol e · 
l'fc---" .I; - , in the mid-ti..~ -t. 1UJ.· ies. 

estions v1hich the foregoing considerat~ on . l!1he qu . .L • s r aise mt ·h 1 v,~ respecL t ~h L, o u e 
. e adequacy of transportation in the .cau.J. 

tjJil -- .1. vure are ( ) wa.r . : a r1l1ether, under 

. t-iYlg federal promotio11al policies ive ens JJ~ • , can expect to have in readiness 

adequate transportation facilities for v,ar re · . . CiU.1.rements if or r1hen another 

war should develop; and ( b) nhether, in the event of war, we are organi zed 

at the federal level to assure immediate and contin1 1jng effective operation 

of available transport f acilj. ties. 
<& 

B. CIVIL AVIATION AND WAR REQUIREI'~iENTS 

It \Ve.s pointed out in Part I th at on economic g1:·ounds tl1.e best long-

I 

I 
I 

run interests of the air transport a tion industry l'1ould be served by establish-
. 

ing the principle of self-support ru1d moving as quickly as possible to\vard 

tbis goal by eliminating direct opera ting subsidies and by re quiring users 

to contribute their share of the cost of air ways and airports. This approach 
. . 

'1ouJ.d have the advantages of providing a useful guide to th e programaring of 

PUblic expend . t 
1 ures and of asst1ring 

~ ""unds for air transport facil­
adequa ve I J. 

1 

tties on . . 
· a continuing basis. 

" t t h.rough user cnarges 
In addi tio11, selr- 5uppor -

. . ,.. 1 lace of air transport 
for determining the rigntiu P ~d furn. 

· lsh criteria 
in th 

-e transportation 
Other 

. by ~ir (as well as by 
system because traffic moving ~ 

economy as well 
Irlethods) 

as se"''14 
Would . be attracted on the basis of rela.tive 

,4 T~ce 
• 

rt i· . · sap · ~ . Par.en t, hov,ever, that the 
:i.n conf'i 

. ~-Lict . t · caii · Wl. h national defense 

• 

objectives may 
attainment of these 

· · ts tl1ese r-ec1U1remen. 

·.for 
. . . e.Jependi tures in 'excess of the amounts 

. . 

- ' . 
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t. on.· To tl1e extent tl1a t econ om. b. 
traJlsporta l :i.c o 'Jectives interpose obst 1 

hieveinent of defe11se objectives th . ac es 

to the ac ' e case is cl ear for mod·r· . 
h J. lea tion nuc sta.11dards. T e question to be ans, d 

f econo iere , then is .J.h 
o • - ' v -e exte11 t to 

·t. onal security requires the development f 
which na .l o civil aviation over and 

h rate v1hich would be achieved through normal . 
atove t e - economic processes . 

• 
t Viar Expe1"1ence_ , Recen 

--
The nat ional defense significance of ci ·li 

vi an air transport in World rvar 
• 

II is clear from the record. Viii thin six months after Pearl Harbor, the dom­

estic airli11es had. sold or leased to the governme_nt 193 of the 359 planes in 

airline ope1~ations, and the Army and Navy \'.rere malcing use of some 1,200 air­

line pilots. These aircraft and pe rsonn el 01)era ted on contr act for the Air 

Transport Command and the Nc:1val Air Tra11sport Service . In addition, the air­

lines under direct contr ac t 1rvi th the n1ili·tary f'orces provided extensive 

passenger and freight moven1ent in domest ic service. The airline fleet con­

tinued to constitute a subs ·tantial pe1--centage of military aircraft engaged in 
• 

strictly tr anspo rt operations, for al ·tl1ough the AflJ' had more th ·an lO,OOO trans-

Ports in operation by 1944 a l a1--ge p1 .. oportion of this fleet r,as engage d in 

troop carri· d oper a ti· ons r ~ +.her than transport. During er an other tactical .. ~ ... 

1943 a t t of service was provided by air-
0 al of 934 million passenger-miles 

line f ed with its orm airc f . . h t·11e Li 'T'C per orm ra t, v1hile the total service i·.riuc n- -

eqUiPment enger-miles. In 1944 
and personnel amounted to 883 mj.llion pass 

~ -miles of 
e airlines . . d d 1 4 billion pa ssenger 

in mili ta17 oper a tions pron e • 
B~'lj_ 

Ce Co - ,, I 
rnpared to 2.4 billio11s by ATC. 6' 

mr the airlines. 
An were assumed VJ 

lllnber of other milit a ry responsibilities 

YA------------ · tion, (1945)p. 62• 
Pt~a ~ tio + dustries Associa . or NATS. some 
ih~~enget'-llli~ Facts and Fifil:!_reS, Ail"c1~af u In not .available f d NATS is 
~c t e f · · - - - d are ATC an 
~\'! a ton of J.gures are for ATC only an. e performed b? tely 40 per cent 
la ~ed b,r ti:he relative amounts of servJ.cioaded approx:una . 

'f Passe fact that during 1944, NATS 
ngers as ATC. 

• 
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ha.d completed 

of these was the instruction of Army and N . . 
one a,ry pilots who 

. training but v1ho needed additional . · 
~asJ.C experience 1.· n 
1-., OPer .... "'-· 

• - c.. Lrlllg mul t; 1 
J.ned aircraft and navigat:ing ocean routes. -P e-

eng . Airline schools a 1 so t . 
d 

· e t ., · - rained 
11anicS, ra io op ra ors, navigators mete 1 . . . mec , oro qgists and oJ.h . 

• • ' u er specialists 
·. ddi tion, during the period 1942 tlirough 1944 .L • 

In a . - . a votal of nearly 50,000 

. craft were adapted to combat require · t thr · a1r - men s ough modifications effected 

at airline ground facilities. 

~he Current S.i tua t.i on_ ... 

There are two principal ques·tions 1:vhich 111ust be answered vii th respect 

to the relation bet 1.rveen military and civil air transport today. First, to 

what extent might the military depend on the civil air lines in case of another 

war? Second, v1hat would be the implications of such dependence in terms of 
• 

the civilian transportation system? 

In 1948 the Military Jtir Transport Service st arted operations ,vi th a 

fleet of approximately 275 transport aircraft. The ultimate purpose of MATS 
• 

i t 
I d 1 · ft to the rear areas 

5 0 provide, in time of v,ar, a pe1"son11el en cargo 
1 

r-rf th t C mmand and the Troop Carrier 
"-- .e war theaters. (Tl1e Marine Transpor ow= -
n 11 f'l eet of transports 
1101'11111 ....... d f c om'h!:!t. ) The sma - -

"'lllttU. supply service into areas o_ ~ 
, . , ly 979 commercial 
tn act. . vii th a pproxima ~e 

· ive nuli ta ,ry service today compares 
"l . mu1t· pl~ engine aircraft in 
P anes · • • · 1 70 1 · -.;- -

J.n ce t f 1· v;ce and 1,-. r l lcated air ine se~ - ' . relative-
~ . . 1 ; tarY fleet 1s -
0n--schedu.led - )_/ 1th gb the act1 ve nu- - . e operations. A ou . -- , . ncy requir -

1 bl for emerge-
fl s111a11 n1· _rcr af t is a vaila e 

' a reserve of transport c.;. d sufficient 
~ts T b reserve pilots, an 
-. ' he en~arged fleet might be manned iJ 
. - . . . d about the 

- 'l).J • es carr1e b. ed 
· -4 Dui,i · · · tarY servlc riers com .1I1 

· :e aino~i the fiscal year 1948, the s:!!s certificated c~~h passenger 
· t · IUilli of freight as all United a t one eighth as m . 
~fie (0 ton-miles per month) autl ab6) · 
. · • · §ur~iyal in the Air Age_, P• 3 

A 3 • I \ /'i 

• 
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! I pilots wo1tld also be a.vailable as . 

ld war 
Wit 

or fifteen years, to 

instructo ..... s - ' at 1~ I ... as-r, over 
l"'elieve the . 1 t ten 

fhe net air ines of thi 
s res ponsi-

' 

oilitY• !J 
AS pointed OU t by the Pre sident's A. p -ll' olicy Comm· . ission, however, the 

·t r:y Air Transport Service could not handle all the tr "'.c-· 
1{ill a . aI..!.J.C ullich would 

nave to be moved in event of Vi/al". ''Tl1ey 1~ t p an o t ake over, as they did in 

m- ld f/ar II, as much of the civili an lines, domesti· c and . t t· u@r · l.n erna 1onal, 

, . . t tr c. I An-d. • t ~ as circumstances permi • .di J. should be addea th at even a combination 

. of presently availa .ble mili ta~ry equipment and re quisitioned commercial air-
. 

craft would undoub ·t,edly be in ade quate at the present tir !le to hand.le total 

air lift demand in a:-n eme1"'gency. The conclusion of the Policy Commission 

was, therefore, th c1.t 11direc ·t. Government fi11uncial aid to commercial air lines 

is fully justified on grounds of na ti anal security and economic welfare," §/ 

In the field of domestic transportation, tri..is approach r aises signifi-

cant questions. If t11e militar y is to take over a major pal"t of airline 

P.m,~ .,. b . to the effect of such 
·t 14Pment in tin1e ·of ,.var, consider a tion mus1.1 e given 

I "--an ·f . . . . af f · and tl1e alter-
. -14; s er upon the mo,,ement of essenti a.1 civilian tr · ic, 

~.f,..l<tte m · 1a ble to meet the trans-
'""'" ean f · h 'll!'fouJ.a, be a vaJ. s o transportation v1h1c "1 

t personnel, 

Portation needs of the civilian economy· In l a ·' l --; ,... line equipmen ' --;4 t:t --

8bd -~o 04 und facili ti .es were readily transferred 

· 1 · +a~Y operations without 
to mi i v - -

~l'\lpt· · ing civilian transportation, partly because 
I d the.ref ore any 
lery sma11 . t f "'i c volume an 

. 1~~es were carrying 
the ai r """'. · 

, ~ - proportion of tot al domestic ra J. • • • ,rTbe 
. 1i/ -:-------- . comm1ss1on. -
l~ Accord. . . . . t, s Air policy trol, and. trans 
· . 1-e~ a-v lng ~o. the report of tne Pr~s:i.den r wstructor, pa . fll!lcti.ons 
~t duti a.ilabJ.lity of World War II pilots fo_ nortant emergenc; of world 
ll~eh iwe~ es en,sures personnel for these t~ete i~ni: the earlY year 
'"gt, ! ~ e la · lo s 1 , 

· ~ I!u_ ·(s r?ely performed ~r priv ,ate pi 
W, Tk6 --Y.t_viva1 in - the A.ir Ag~, 'P• 12L,-) 
!! T~~ Baine, p, 37. . , 

- e saille . 
· · ' p. 102 • 

. , 
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ff ·c from the air was a f tra 1 cc 0 mmoda ted 
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}lift O by the rai 1r . 
$ • 1 f t - oaa:s • Ti. ,..ent1er-II1J. es o ravel by ai 1 . !Le 1.4 
.,1. on pa.s..-, o r. ine in 19/41 ,. 

})l.J.J-J. • \ia.s less th 
r cent of total passenger-miles of t ~ &n one half 

O
f one pe ravel 'Perf o~ned b 
, • t i ry all t 

. cargo moving by airpl ~ne amounted t ransport 
agenc2.es. o less than 1/100 

,.. total domestic freight movement. To tl,.e 
cent o1 

of one per 

extent that it . - was necessary 
i,/1 _ h,oYldle airline passenger~ ~J' other n1odes of t ~ ~J ransportation, therefore , 
there v.ras little dislocation. Furthermore, despite the fact th.at the civil 

airline fleet \vas cut in half, it 

throughout the ,v~r by· stepping up 

was nevertheless ablo t . 
·- v o increase its tota.l 

~chedules, eliminating comp~titive runs, 

and maintaining high load factors. 1/ 

In planning for the future, both the desirability and the possibility 

of contributing to military rec1uiremen ts to any importcri t degree by re-

" quiaitioning aircraft from the presen ·t domestic airline fleet is questionable. 

fne proposal to subsidize an expanded air fleet to increase the avail ability 

of standby equipment raises additional questions. In either ct.se the assump­

\ion is made that aircraft could be removed from civilian service wi
th

out 

~ . 
!lairment of the transportation • sysT,em 

. ·1 ·an economy which is 
or of tl1e ci V1- 1 

. t, . t.:.i tude of some 
~ed .1. • t · uo 1 • Thi· s assumption is t ., k. n g1 .r similar· "GO ne a t, s ri J._.1 -,.r 

, contended that the auto­
J., f tl1e last war rvno lfioials . 

during the early parv o - · 
. 1 d r•alk or t ake 

~Oile CQU]_ 
d be dispensed 

\ b.is 11 

k S 
rt cou- , ,, . 

~~hat r-ror~ er 
,~i tl1 in vvartime ;_ 

h
., becozne geared 

, ' It was. soon 
~ ~-

l't"lVa.tA 
a. -~ automobile 
-~tl_i 

"'nomy aa thr · t our e~0 

evident, hovvever, a . ; t no sub-

t th a.t would perm-
. , an exten transporta t1on "to - · f the auto-

· a.1 uses 0 

tef3, th 
> , at 

'1h11 even to accommodate the 
e ~{Ollld 

strictly essent1 
. f alternate 

multiplic ation o 
. have required an impossible 

. u ?h 
·: '4t ~ e PaEsen d f om 64 per 

1941 to 91 per 
cent in 

·· .l9¼, _ge:r load factor increase r 

• 

I 

' . 

• 
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·f't\.-\;,-e expansion of air transportation now tak· 1 ~i. : ing P ace, t:hether accel-
• 

0

~ t,n·d b"' defense subsidies or not, will mean a cont. . b. ,,,- "' "' · l.?lUJ ng s uft of passenger 

." e11d cargo transport from existing surface carriers and the creation of further 

,, 

· de'Pendence on this new form of transportation. Therefore, the problem arises 

ai to how this traffic uould b8 accommodated in wartime, l7hen the military · 

re¢sition airline equipment. Such a shift from civilian to military use 

could mean a paralyzing effect on the civilian transportation system, not 

• 

only because of our increasing dependence on the new service, but because the 
. 

possibility of shifting traffid bacl<: to surface transport m.11 become more 

remote as time passes. This v;ill be true in part because the airplane in 

many cases ~vill be providing a service v~hich cannot be furnished by any other 

mean·s (as in the case of tl}e automobile) and in part because even vthere sub-

ati"butes are feasible it v1,qul~ be impopsi b).e to shift air tr affic to them 
' . ... . 

unless measures are taken to maintai11 ptandby equipment for such an emergency. 
. . . . 

The problems arising when an established agency i~ withdrawn from the 

transportation system in time of war are demonstrated by the e;perience vlith 

tietroleum transport in World \'lar II. The coastl' :ise tan.l{er fleet, l7hich was 

&llpplying the East Coast with 95 per cent of its petroleum re quirements, was 

BUbJect to imllledia te call by the Navy. The outbreak of ;:ar meant the di­

"~Bion of a large part of the fleet to militarY service, and enemy action 

· oft t . . To meet this crisis 
· he East Coast immobilized most of the remaiDtler • 

~ -- d 
1
1ete 1ne~ k cars st.; 11 held by. the railroa s, 

11 
• e, fortunately, s.ome 1/45, 000 tan .. 

~ of th · d:ings UtAough there 
· · · em being used fox~ s ·i:,orage or rusting on ~~ :.~ .... · ' 

W-.ae, . • OQubt t ·hat d the · strnin of the 1nte~s1ve 9per-
.. th+sequipm~ntcould~ton . · · ~;_1 - · ,~. ~.·,11

, ~ 
· -4\tcna . . 1 to the task r,as a major 
. .. . . :required () f t t, the i'fl,Ct th.~~ it proved equa . . 
. t,etor in ' . ·' . ttasted by the traffic record, 

· Jna:l.n:ta,~ing petroleum eu~pJ.iee, 1113 a · .. , , :· · 
. :., , .,-

{ t·' . I • 
' , I , 

• 
I f '~ " ••\ 

j • 

., 
I 

' 

l 

l 
I 

I 

I 
' l 
• 
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1941 to 1943 the percenti;ige of East Coast pet l 
'.FfOm . ro eum deliveries b 

. d from 93 per cent of tota .l deli ve . iJ tanker 
decliile ries to 13 Per cent l . 

• .. . ' iii Ule rail tank 
deli varies increased from 2 per cent to 61 · 

ce.r · · per cent 8' Bu 
. ~ ~ - t this shift 

tanker to tank car v·1as made possible only · 
trom - because insufficient time had 

passed since the original loss of this traffic ~-

the railroad capacity to perform this service. 
-u.:i the railro ads to destroy 

It is true that ft certain part of the domest.J.,! c · 
1

. 
air ine fleet might be 

made available through ci;,nsolidation of schedules, the elimin ation of non-

essential travel, and the achievement of improved load factors. But this 

opportunity assumes in pa1 .. t that substa.11tie.l service duplic a tion mid excess 

capacity is maintained i~ peacetime, vvl1icl1, in turn, is in direct opposition 

te the current goal of strengthening the airlines t ll!'ough the achievement of 

higher load factors, consolidatio11 of routes, w1d improvements in opera.ting 
I 

~fficiency. The question is clearly v,hether v.re should confuse the re quire­

tnents of a sound domestic air trru1spo1 .. tat.ion system for national defense, and 

th8 further nation al defense objective of assuring a.11 adequate military air 

.1. hi e both obJ"ectives ·- th ~..t. the attemot ·1.,0 ac ev It is appa.ren li --c.. v - - . 
Wet ansport service. 

With the same tools encounters serious difficulties. 

The President's Air Policy d t b·s problem in con­Commission recognize . u -

aeetio·n . ivlth . t • 
·· · l s recommendation. It pointed 

·11 out th£1. t one way to meet nu -

tary l'equ. 
.. lremen ts \'Jould be to 1 et . s bUY the tl 1e service 

t1--a11sports they need, 

the sain 
e as they buy combat planes. 

an alternative proposal 
lfri th respect to 

~f 
Sllbsidi . . 

ZJ.ng the carriage of cargo 
~ld ca.11 . 
~ · for considera tio11 of 
~,~ . 

~ or t h question 
. . l'ansportation, and nould raise t.,e . affic 

, W · .. of pomestic Tr . 
·. ~~ ~i . . the Con tl ol 

%1on:8 ~ War Trans ort, A Record of . tation, P• 185· 
"·. . ·the Office of Defen .se Transpor 

' . ted out that this 
. i· +. was poin by air, v 

competing 
f such a course on . 

the effects 0 
. • r1~ or tax 

of "a subsi\.Y' 

' 
• 

• 

• 

' 
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. . n to those forms of transportation to mr i t. ~auctJ.0 "m am them in war readi-

. 11ess-11 2/ 
An 

important possibility which has been· t d Dl ro uced since the begil1n .ing 

l' "'rorld. \Var II, however, and t.rhich may offer better opoort,,-n.;t f d ~ ea. ,v • ·L,UJ-1,. y or er ense • a1.r 

l
. nning lies in the development of our international/;... • .. 1 a ' · · . vranspor \Jatiion system. 

Aircraft in international service are in a position analogous to the merchant 

marine. Because of the disruptive effects of r1ar on overseas commerce, it 

· ,~uld be feasible to shift a large proportion of these aircraft to military 

service \Vi t~out paralyzing civilian services. Development of ·tl1e overseas 

, air fleet as a milit9.ry adjunct offers en attractive possibility by reason 

et' the fact tliat international airJ.ines i·,ill presum a bly require continuing 

subsidization in any event to sustain t l1e1n in competition r,i th foreign 

earriers. Tl'1e competitive effects of such subsidy, moreover, are confined 

'G-e ocean shipping, 1Jvhich is lil{e, ~rise subject to government a id, so that 

federal subsidy policy could be adjusted in a manner which r:ould bring about 

~ desired r.esul ts for both water and air f acilities. In addition, the 

Bll,.,. ... _.;dy ...::1.;... t fr"'e,..+ o·n the domestic trans-
. · -~,. progra .m vvould be removed from u.i.rec e "'v 

ll<lrtation system, ,,here subsidization is likely to create more problems than 

it can solve • 

Even this approach to the problem, ho11€Jver, creates difficult problems 

''fiith re For, ,;-Jhe_-reas the government support 
spect to international relations· r, 

Df a!l e . . . fleet would have no adverse 
Xf,anded American flag Lnternation al a ir 

eff b · 1 
. ect upon OUr own domestic transportation system, it nould o '\Tl.OUS y 

: 'lf Ae . . lding up a pool of mi:U tary 
, ~l!.po~~rding to the report, the problem~ of bill t a more Coordinated study 
·Gt the lll.lJnPlanes in commercial use seems t,O ~::r air cargo traffic, and 

:·. -~ I>oasib~r of ~ransports needed, the paten It was recomll)ended by the Com­
" . l!~~on tha e s1.fbs1dy cost to the ~ove~ment . ak.e such a study• (p1.u;vival 
-· · th~ A. t the Air Coordinatin g Committee m -
·'.· .- _l.r A_ e, p. 115) 

.­• 
I 
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h international air operations r h affect t e o ot .er nations. For the United 

to ca:rrY out a subsidy program of the i tateS extent necessary to add 

. llY to the air reserve V(ould J. eo d · !118ter1a par ize foreign aspirations in 

,,,,t,,...,a,tional air commerce and might introduce f t ,... ~,u ac ors designed ultjm ately 

to weaken rather than strengthen our defense. 

It JllllSt be concluded that the availability of a feas · bl · t . i e in ernat1onal 

eirJ.ine fleet, together with a limited amount of equipment withdrawn from 

1loJI1estic service as a result of rationing or stepped-up operations, would 

not go far toward meeting the needs of the military. It becomes clear, 
. 

however the problem is approached, th a. t -military air lift requirements must 

1:11 the main be provided lT.f expanding the military air transport reserve. 

In view of the importance of military air trc.nsport, it would appear to be 

no less essential for the armed services to procure the transport equipment 

they need than to supply themselves rd. th bombers or fighters. 

~rcr,aft Man}lfacturi11g Industry 
a S 1 4 a 

Of 00.sic importance to the military is the maintenance of a manufactur-
. t· uin re-
11illg industry capable of expansion in time of war, as well as a con _:i.n g 
aear h - . technological supremacy 

~ and development program which will assure 
• 

Ul th e ob·ectives are in theory 

-e production of new types of aircraft. TheS J 
1'1-t ~ tr . -port aircraft; bllt 

r hered by both military and civilian orders zor ans. 
ie hi - the commercial market a1one 

gh cost of developing new transports for • .1 . tar ·y orders to 
"3 be o Without nu. 

1 
-

Y nd the capacity of most manufacturers. · •• b any exten-
"!lf,ra ber there would e 

Y prototype costs it is questionable whet . at , , For, al though the 
Ve ne "t ·ndustrY• 

VI transport development by the aircra,. 
1 

· _ • Na_ib.: . . d d most of the baS1C 

""-Ona1 Ad • . s }las pro uce . -VJ.sory Committee for Aeronautic d · iitarY aircraft 
~t-oa:yn . h onunercial an m1 . 

from wh:LC c · aft 

. beel'l t ng 
· developed, the cost of actuallY ere ~ i 

• 

• 

. 
• 
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.· . bibitive for most manufacturers \vi thout . 
. . ii pro government ai.d. For example, 

C 6 despite its similarity to the Army rs C 54 

• 

• 

. t,11e D - ' - , cost the Douglas Air-

t Company over 13 million dollars in devel opme t . . 
iia.f , - n cos-c,s. With 80 air-

_ t-t· sold the company had spent 42 mil 1 ion doll . a,ai , - ars more than it had re-

, . ed fro.m DC-6 sales, and it v11as estimated that the b ak . 
,ee1v re -even point t'1oul.d 

JJOt be reached until the 300th plane was d_elivered. Vast sums continue to 
• • 

~ spent on further improvements in the aircraft, so th at actually develop-

ment costs never cease. If these costs are not spread over a large number 

et potential sales, the possibility of selling any aircraft would be doubt-

. M. • 

At present, the expanded military aviation procurement and development 
. 

. pmgrams should provide the necessary technolo gical advance in aircra -ft de-

si~ and the volume of orders required to maintain minimum capacity in the 

~r -crai't industry. The availability of ner.r ·cargo ·and transport planes for 

ekr'd.lian use should be assured as a by-product of these government efforts. 

· ~itlce the civilian air fleet would be drt l i-1'Il upon to some extent for military 
• 

Pllrposes, therefore, it v;ould be 

kep,t technologically up to date. 

nossi ble to a ssure that this equipment waB 
• 
Nevertheless, it must be recognized that 

-~ equipment sponsored by the roili tary is notoriously high cost, 
and that 

the savings which vrould &ccrue to coinniercial oper utors by taldng advantage 

01 mu· 
l ta~y prototype development ~rou,ld te nd to be dissipated by high 

Ofleratin . 
g costs and possibly 

.. · adaptability. Such a 
by lacl{ of . suff1c1e .nti . 

P&l1ey Of · 
depending on the military for 

. aft development, therefore, 
airer 

"~t w.eu . . . . defeat the obJective of assuring a 

'l'tat· 

. i llY sound civil a,ir financ a - , 

lon system 
. • . - - B"ll" 10I , I . d ''Prototype 1 · ::::::ti · n. the l t th· e so-calle -., as session of Congress, 1 

-

'• - :~~ .-. . . , C 
.. ···· ong • .2 se s 26 11 . . ' s s . , . q.t+ • 

• 

• 

• 
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j_ng the government to sponsor the design d 
~11oriZ ' evelopment, end construc-

1, £ ro·totype cargo and transport aircraft f O • tion o p . . r commercial purposes 

', 

. d to pass. Questions arising in connection vd th tb. . . · ffile · · -ls legislation in-
. 

..... 
1 

ed the matter of civilian versus milit ary control of tl d . w v 1e evelopmen t 
• 

. t11,r .~gram, and also the fear that t!1e step might 1 ead to t· 1. . r~ - na iona 1zat1on of 

tjre industry. It appears nov.r that, although the objective of r el ieving 

F:tvate industry from the financial burden of prototype development \~i.ll be 
. 

a:ehd.eved as a. result of intensified milj.ta1~y p1"ocurement, this remedy will 

. be satisf actory only to the extent that milit ary and commercial requirements 
. . 

'• 

· al18 sufficiently comparable to provide a satisfactory degree of equipment 
• 

interchangeability • 
• 

C. RAILROitDS JiND Nl\TIONAL DEFEt\JSE 

In the previous section it has been noted that tl1e railro ads carried 

. tihe major part of intercity freight and passenger tr aff ic during the last r,ar. 

, 

· ill view of the extensive public funds being inve~ted in competing forms of 

tun~portation, the question arises as to the effects of subsidized competi­

'W.on on the ability of the r a ilroads to maintain t hemselves in efficient 

llflQra ting condition. Since the railro ads continue to be the backbone of the 

banaTI t "' . t ote air biahway' and 
· ~or '4t.1on system, any program designed O prom ' 

0 

later transportation must be viewed in the light of these effects, for only 

. \t ' assur· . . . .- s are maintained can the 
, l.ng that all e-ssential transport service -

llltimat · e obje .ctive of national security be served. 

.In · · Vlew of the r act that 

of the railroads de­
the physical condition 

·tal from private :i.nves­
a ttract ner1 capi . ~81lds 

on earnings and on the ability to 
iots · t ,rill be available 

suppor ,, 
. > the quest; 

tJj •. -On 
. t r1·nancial of 1v1hether adequa e · 

me;tnta1n 
. and improve the railroad 

a basic problem. At 
system presents 

• 

• 

I 
I 

< 
• 
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esent time, despite record high levels of t . 

the pr raff1c, many railroads are 

t .;,..,g at a loss, and few are in a position t r· 
opera .J.µ 

0 inance 

a!11 
for assuring the adequacJ" of ivays and .,_ t progt · s 1.iruc ures. 

the necessary 

This condition is 
elY serious i·,hen it is considered tba t in th 

extrem .. e past the prosperity 

enjoyed in periods of abnormal business activity has provided the fat on 

r,hich the railroad system has survived during the lean periods which have 

follor,ed. The possi biJ.i ty of' even znodere te reductions 1· n tt-aff · .£' - 1c .i.rom 

present letrels suggests th a t the future financial condition of the carriers 

may revert to a state o;f insolvency \1l1en funds r.d.11 be insufficient to pre-

vent exter1si ve deterioration of the r ailroad plant. 1JI • 

There are tv,o types of action wluc h might improve the financial outlook 

of the railroads and permit them to carry on under private ormership. One 

of these is the effecting of economies through revisions in the corporate 

and operating structure of existing raill'oad companies, and other mea5ures 

designed to imp1"ove railroad efficiency. A second appro ach lies in a re-

Vision of the financial metl1ods applyi11g to other transport agencies, to 

as~,... th h thi oves infeasible to 
"'l.(J.·e e development 0£ self-suppor t , or r; ere 5 pr ' 

take such measures as will reduce the impacts of subsidy as t~ey impinge on 

the r ·1 . d by the users of public 
ai road pla.rit. fihere the advantages realize · 

~a?lspor+-t· . . h rail ro ads are unable to compete 
~ ion facilities are such that t e -

eftecti v 1 . d compensatory government aid 
e Y, it may be found necessary to provi e 

to lneet th . , ed essential to the maintenance 
e financial requirements consiaer · 

Of ade 
qUa, te railroad facilities for defense· 

D I until the · 
· Uring the d of flor Id Viar ' period following the en 

• 

• 

CJiall/ Poi-an 
~s IX analysis 

and XI • 
of the railroad financial 

see Volume II, 
position, 

• 
• 
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. 

· sl· on yeB.rS of tl1e 19 30 's, the 1 ... e was 
de'fYf'es - a peri d . r . o of intensive re . 

. arid j,mprovement of the railroad plant. C • • const ruc-
tion ap1 ta .I expendi tu . 

b
. . re s in t he 

1
,D
21

_1930 totaled 7. 7 1.llion dollars. A. year.s 
.J.7 -c t he end of 1 930 - . - , a susta ined 

prog
~eJD. of replacements and additions to e · " quipment found t he r ·1 ai roads with 

v~tY high level of car and locomotive ormershi . 
a p. During the follo wing 

decade, hov1ever, the railroads suffered an acute loss of tr aff i~ and earnings 

as a result of t .he depression, and tl1is situ ation \Vas aggr avated by expanding 

Prea:rams of government-financed facilities to aid compet ing r f t o• . - - orms o rans-

portation. Jlt one point in the depression, more th an 770,000 frei ght cars 

were idle for want of any demand for tl1eir use. "The dis astrou s economic 

condition then obtaining pl .ainly \V.;l S no t sucl1 as to riarr ant , or even suggest, 

a program for complete repl a ce ment of car ancl locomot iv e uni ts r etired be­

cause of age, condition, or obsolescenc e .'' )2/ Inst ead, tl1e r ailro ads not 

only were tmable to carry on an adequate re pl acement pro gr am, but deteri­

oration of equipment in idle storage was so r apid t hat t housa
nd

s of car s 

. __ h the· first upsurge of traffic 
were beyond the point of' economic al repair \i en - - · 

oaeurred v,ith ·the outbre alc of war in Europe. 
. d of t he t11enties and the 

Contrast between the reavy invest me11t perio · . ,, ,. nditures 
d i f. gures of ca:pi ta l expe 
ert1er.ior-ation of the thirties is indic ated by 

1 
/ . ·t 1 expenditures 

8lld . . • . 926-.30, gross capi a-
equipment purchas -es. In the period 1 ,. 1..;; h 505 llY or V11.u.C 

tilu_ . 
ThiS gr ,oss capi ta 

. . 148 iniUions went 
of v,bieh 

ons v1ere. for road way and structures. 

to 207 ft, ·~ • ·d 1931-19.35' 
~ "'-L-llions per year in the peri 0 

· 
, , ciation of 

, 1 tt A,sso 011:m-
. . . . H. ]i.yde O , coset'CB ~ ' ' ·8, 

·• lil;,e c-~ t>-1· 1 ·' H e Inters r-,t· an In ~ttee .. ,l\ti P-oads before -the . ou~ . Tran.s ort tJ. i · \ 

' J), at ( ~ connection with the pa tion al_ ' 
. ll11nleo.) 

• 
• 
' 

.. 

. . 

' 

• • 
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ipment, dur· 
1925 a total of 12.!}, 000 freight ca .. . lllg the period 

1921- l s ,vere installed 
d hi'l d · · ,... . annually, and 

123,QOO retire , vv ~ uring "the Period 1931-1935 
an av-er~ge ,., . t 11 d 0. 01 less .:.rum 

0
. 000, cars were ins c::_ e pei-- year and n 1 " 1, ear Y 100 000 

' per year retired 13' 
.rt was largely the extensive capi .l.al . • · :::::!.I 

v investme11ts made during the 

J920's, thel'efore, combL-ried with the technological advances in motive 

Power and equipment made during the depression hi h 
. . ' vr. c enabled the railroads 

-to _meet the tremendou .s traffic loads of" Vvorld War II. The reilI·oads handled 

74 per cent more freight and 100 per cent more passenger traffic tllan during 

the first World Vvar v,i·th one quarter fevrer cars, one third fewer locomotives 
. ' 

and (;')ne quarter fevo1er m~n. 1:Jr;I Despite this exce~lent record, "l1ad V-E Day 

and V-J Day been much longe;r delayed, it i-,011ld take a bold me..n to say that 

our tra.,isporta tion system \vould bc.ve continued to suf'fj.ce · In terms of trans­

JlOrtation--wl1ether vii ttingly o_r not--a grave gamble was talcen on th e duration 
. 

' 

of h~stili ties . ,, 12./ 
f events is \'1hetl1er the 

The question raised by this recitation ° 
ti1e fin ancial f ortun.es of 

federal gover t . th fut111~e is to leave to . ~ · nme11 in ... e f 
·deration as the degree o 

. the carriers such a basic national defense cons1 . d 
-"+er the prolonge Even ru. u idequa r-.. t .L; on system • . cy 01 the railroad t1'anspor a 1.1- · .. th· t investments 

II we f J.Ild . a 
Period 

0
c- :, • • g w01 .. 1a War ' - . . 

· · .1. aeferred cons·truction durin 2s6 millions 10 

+ed to onlY 
~ . amounv 
. road and. structures for Class I carriers 

• • 0 f ,Amer·ica.D 
. A soc1at.1on e 1ee 5 · comrnerc, 

~ 80 . f J H. pa1 .. rne 'and F ore1.gn 
~ .. ~ Ccn.g. 2 sess. Statement o • I te1·sta te . ;~ roads . , . . t tee on n 
uUne 7 , oef ore the House Comm7 ) · 

' l ·948, TabJ.es V and X, (mimeo. 
WT . 

he. iame 7 . , p. • 

:W St a.ternent .of James H. Aydelott; 

d P 7 • . 
1 cite , . . 

p:r·evious y 

• 
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.947 and an estimated 326 lilillions in 

. . . 1948. 1§/ Today o 
of new rolling sr.ock is possible on an . nly- the Purchase 
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Yt b..ing resembl · 

£
. r mest railroads, despite the higll 1 lng an adequate scale 
o -evel of 

economic acti vi t 
need for railroad reha bili ta tion. · - Y and the 

Taking into account the differences. 
in the value of the doll it 

is apparent that investment in road and st t ar, rue ure ; 5 1 - nor, i ttle better than 
during the depth of the depression period. 

. 
Tlus situation is extremely 

hazardous from the standpoint of immediate security requirements. And from 

a long-r~ge viewpoint, there is little to suggest improvement in the situ-
' 

ation because it is unlikel;,r that future conditions will offer greater earn­

ing potenti al than is offered todaJ,.. Ivloreover, as public investment in 

other forms of tr anspor·t continues, further shift of t1.,nffic to r ail 

competitors \·(Tj_~LJ. ·take place, 1--educing still further the ability of the rail­

roads during le~s prosperous periods to compensate for deferred maintenance 

and reconstr uc·Gion. Still the fact must be faced that much of th e t_raffic 

lost to the r ailroads in peacetime may again be forced back during war, due 

h government or to the inability 
'either to tl1e requisition of equipment by t. e 

t . . 1 s'nortages. This sl1ift t of ma eria . 0 maintain other agencies in the f ace 
of traffic in the categories 

lYill t' e expansion occur simlll tuneously vtl th war :t.m -
' 

&till moving principally by rail. d an be f . he railro a s c . . 
. -~ artime record o -r,_ 

It must be concluded tha ~ the w • and that the 

attribut : ed in part 

. . ood planillilg, 

~lJl're t . . 
~ -= tself out . . 

t to v:or i<: J. t . g nature 
n situation is much less ap d devasta ill 

sudden an 
In b' vlev, of 

as to tl1e 
the underlying assumptions 

. s w . . St atistJ.C _, 
Co,,.. Monthly Comment on Transpor)ation . --

~ -erce c · ( im o 0nnnission, p. 2 m e • 

• 

15, 1948, Interstate 
~eot. µ J; 
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other war, the condition of the railr d 
of an oa system can hardl 

uitous circumstances v,i th the Y be left to 
fort same degree of confidence assllllled in the 

t Certainly the need is apparent fort 
pas • he federal gove"nment to ' · - Keep 

i tself informed of the condition of the rail d 
. roa system and to measure the 

. pacts of its development programs in other t., . 
lJI) r ansporta tion fields • And the 

importance of the railroads to na tional defense re oui res federal 
- - ass urance 

that the necess ary steps are taken to provide a con+inu· 
u ing program of capital 

outlay to maintain railroad plant and equipment at reouired 1 1 _ eve s. 

It will be necessary, therefore, that the federal government iliclude 

among the func -tions of a tr ansportation agency the responsibility for main­

taining a current inven ·tory of r ailro ~d requirements and for recommending 

necessary actio11 to achieve and maintai11 necess e.ry phJtsical standards. In 

addition, it ,11ill be necess ary, in conjunct .ion rri th car service oper ations, 

to develop plans for tl1e necessary control of traffic in emergency conditions 

· &nd the necessary coordination of rail and other tr ansp ort facilities. 

D. HlGIIlVAY TFJ!NSPORTATIOI·J II~ 1YP.RTIME 
· t · on 

ent lack any permunent orgeniza i 
Not only does the federal governra 

f effecting the necessary 
responsible for 1 .. ailroad preparedness and capable 0 

emergency operations in \-mrtime, ·in addition, 
there is no federal agency 

f ~·~gbway transportation, o. !.U. l'esponsibl and operation e for emergency maintenance 
. hicle equipment Dur· of motor ve 

lng the last \var -r,e attempted an inventor/ -'-. n had become 
_.__ tr e.!lsporta oJ.0 . . 
. -.,aths ft .i. • tlris form of . -

a er the problems threa uening ·rements to 
bber requ1 

Ute th fuel c?J1d ru 
• Almost nothing v,ns Jmown. about e fostering the 

'ta.in essential automobile transportation, 
Today r,e are 

in the necessary -

cond·t· 1 ion of 
o~t· 

ion concerning motor 

• aint a1n -~ailing to m ef be 
unprepare ,dness by J. emergency maY 

· .... ,.,y 111rtber 
.i-. .; 11 in c;.,. .. 

transport i·,J.~c 

• 
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urgently needed because of ev . 

. £
,,,, JIJOre c:i.cua tion i,.; problems 

hi h t and the demands 
1terna.ti ve g v:ay ransport services ; n .., 

for a - ctreas v1here oth . . er "transport 

·i·tieS may be disrupt ed. 
fa.Cl l 

Motor vehicle registrations are nov, e.pproachin .z.h g v e 40-milli on k mar, 

d demand for nevi equipment and repl acements cont. . an inues "to support a high 

1evel of r,utomoti ve manufacturing activity. r~o equipment problem exists 

in this field similar to those encountered in the case f . . . 0- ~ir, water, and 

rail transport. The import e0nce of mai nt a ining th e oi)eration of automotive 

. equipment in ,vartime, hoi.vever, through adequ ate provision of rttbber, petro-

leum products, and repair parts means that federal respor1sibiJ.i ty must be · 

taken to assure adec1uate r·ubber stockpilj.11g and s:;rnthetic capacity, manu-
., 

fecturing and repair f a cilities, and petroleum supply for essenti i.:l uses . 

In World War II, the l a ck of an ade quate rubber supply, confusion over 

rubber availability, and oppo s ing offici al vie r:s as to th e need for conserva­

tion created a. situation which wc.s extremel y hazardous to 
th

e war effort· 

In of· advanc e pl ,i.ILning more obvious than 
- no field of e11deavor 'v'Jas the l aclc 

J.. on111· rt .r11d other controls on highway 
r a 111 o .... ill the matter of tir.e and gasoline 

transportation. 

. · 1 · ty lnus t be taken to 
In the future, federal r es ponsib1 l -

~ r c~itical mat erials 
. 

atoid · · a comparable situation. 
E~timates of qemend J.o -..... 1 ,.. rms of 

t. n '"'gencY, for a l ro .. 
the tr ansport-a io ~ . . ; ty Resources Board 

to the National Secur-

lVill ha . . · ve to be main tawed by 

~an 

for 

sportation, and these reported 
dern[illdS of 

and a.djustment to th e consolidat ion 

'vilian and 
otl1er users' c1 

ID!l.i tary 1 ,., / ..._ • 11J . the trrelat ion-
l; · ncerning Jn8l!P0wer, 
¥l/ The ' • . . . the pre sident co . •ements for s-

&Jiip b NSRB is reqw.red to advise . ten t i al req~r dditiOO to re f 
?eaour~!;een potential supplies . 0 !, ai:i~ ~~me of ~·-·; ~a: qua te rese; (~o 

O 

coog, 
~Sibii ·' and productive facili ~i~s 1 ~ est ablishin g ese reserves, 
ft-t'nteo. l ty for determining ''policies I or v!l tion of th 
l ~le d . . d conser 

0 

aeaa,, p au . critical material, an( ) (4) and (5) • 
Ublic Law 253, Sec. 103 c 

-
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With respect to the higl1\ ,,ay s t11en1sel \Tes, . -'- . 
l u is gener ally ngreed that 

t m of roads and sys e streets adequate to meet -1. 1 
v.1e 11eeds of peac etime traffic 

also adequate for 1va1--. ~ This is t1"l le 
because tl·1e need i 'or limiting 

~ecessary vehicle oper a·tions to conserve equipment and mate ri &ls prov ides 

substantie .l increase in high\ i1ay cnpaci ty for emergencJ ' purposes. 
The 

)ational defense interest, the ref ore' is not somet!1i11g apart r"rom t11e peace,.. 

ime goals of providing [.dec1ua te f acj_li ties on all parts of the liighr,ay 

ystem. And it may be granted that ·t}'}e en tire hi ghr,ay 11etr,ork is important 

for defense purposes because a principal ~dvant ~ .. ge of riJ.ghr1ay transportation 

s the availability of numerous ctl tern a te routes r,hich makes it extremely 

· ficul t to disrupt motor vehicle ope1"'a tions by e11emy a ttack or sabotage. 

It does not follo \·1, hovvever, because of the def ens e importance of the 

high,·,ay systen1, that tl 1e federel government m11st pLrticipate in the entire 

program. 'rhere are reeson a bly distinct and appropri a te roles for federal, 

state, and local road building ef1 .. orts. Federal intere s t shouJ.d be directed 

to the most import ant J)Otential rJar t1 ... ansport £. tion bottlenecks in our high­

way system, on tl1e princip a l intercity ar·teries, and their transci ty con­

nections. It is on these roads ·that tl1e greatest design problems and the 

highest costs are encountered, and ,,,here the need for federal assistance is 

greatest. . d t he interst a te chzr acter of It is the priority of these nee ds an ·· 

the traffic desi· r ab_i lit ,; of cone en tra ting feder a~ served which stress the J 
• action. 

'and the 40,000 miles of interstate 
high,y1u.ys l7hich connect our prin-

Cipal 
Population 

~ 0the:r . 

. .· t 01-- concentration. 
centers provide a logic al pom 

If in 

r,a:r th h -..........._ e ighway transportation 
1 d upon for evacuation 

system is cal e 

l.W 
e:l<'h,_-._ An eJtcept. 

'l"Q!lded · ion in tvartime 
llldust . rial sites a11d 

ess roads 
is the need for ace t 

bl· shmen s. military est a - 1 

to serve new or 

I 

I 
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or to ab~orb traffic in critical are ~ h 
ses, .. Ci.S w ere rail s 1 

· · erv ce · . d t k · l. .S dis-a modern main roa ne wor designed for . 
sml'ted, . .. uninterrupted tr aff. 

. . . . le move-.11 be a primary need . · 
;~nt T1l _ . , 

E. THE ROLE 91-WI\TER TRANSPORTATION 
. 

In Pa.rt I it was point~d out tl} GLt th~ national oecur· t . 
· · · · ·. · ~ 1 Y importance of 

tbe merchant fleet and of the shipbuildl.?lg industry is such as to call for 

fe'eeral maintenance Qf ship construction and operation 0~ a scale adequate 

tu assure essential levels of activity in these fields during times of peace. 

i _e:tory has demonstrated, however, that the normal requirements ~f peacetime 

commerce· have in the past failed to provide the necessary demand to achieve 

tilts goal. The experience of two world v1ars demonstrates that "any peacetime 

ald:pping and shipbuilding activity in the United States for the purpose of 
• 

filmashing a water-borne transport ation system ••• -rtlll fall far short of the 

COUntry•s national security requirements.'' l9/ 

·•• .even if' private operators in the United States had carried~! the 
Je!gn· v,ater-borne commerc~ of the United States before the ~var toge er 
tfI the domestic water-borne commerce, they still uould have employed~on­
dQrably less th~ half ·. the mer.chant ships used by the United Statea 
·tld War II. 'jJJ/,:· 

A . ~ eign trade carried by ctuaUy, the proportion of our ocean-going 1 or 

Pie 1 24 per cent of dry · an flag vessels before the war amounted to 011 Y 

BG • 2, I It is apparent, 
ShiPJnents and 31 per cent of passenger traffic. ;:.:1 

~ 1' . . at the En~ of World 
~(he Use and Di,sEosi t~oµ. o,t: Shi?s and , S¥.wards and the United States 
~ea rep?rt prepared £or the United States N~~ss Administration, 
· d u C?lDinission by the Graduate School of Busl.Il 

~ · n:i.versity, June 1945, p. 23. 
'Ill ?he s· 

' 
a.me, p. 30. 

h ~e§tl s1-..a . 
e Re.sea~ ~-n .... in : Facts 

ch 1J1 Vision, p. 

Ha dboOk · mmission, D 
S Mari time Co . 

and Fi · - es), ud. ta· for . 1939· 
79, mimeo. ; a 

• 

.. 
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t
efore, o maintain 

~e the U.S. fl 
to meet war needs on the basis of -eet tonnage 

essarY the peace.i.i oec lJ me demand .:-
orta ti on. Moreover, even to aclueve th. . J. or ocean 

~~sp is level of fore· 
~ t ign shipping 

O
,nerations, requires cons ruction and operating subsidies . 
r to meet the 

at·tion of foreign carriers. 
comp.., 1 

Despite these efforts to me.in tain our intern at ional fleet, the bulk 

f the v,ater-borne commerce carried in U. s. vessel 8 ~ " o ... oe1ore the 1vc:r r,as in 

the coastal and intercoastal trade, \vluch is not directly b .c,·t d ene.L J. e by the 

~ubsidy provisions of the 111erchant A1_arine 1lct of 1936. These important 

coastr.rise e.nd intercoastal shipping services have thus f a.r been unable to 

recover t l1eir pre war position after the almos·t complete cess at ion of activ:i­

ties during the war. If, as in the past, the United St&tes is to depend to 

a large degree on these domestic sl1i1)ping services to maint ain a nucleus 

fleet and s}tj.pbuilding i11du s·try, the only possible metl1od may be thr0 ugh 

direct subsidizat;!.on of domestic sl1ipping oper ations to permit effective 

c H c::uch ,, program ,vould att ract 
ompetition v1ith land transport ati on. o,~.,ever , l..i .. "' --

. . . s hon ce reduce 
substantial volume s of traffic from t1--uck and rail ccll'rier ' -->J-

the capa . L 
ci ·1.:y provided 

in an emergency, merchant 
by these agencies• Then, · . 

tess 1 
e ... s 170Uld be 

.,_ . ,, d l and transport eqUJ. p-
o oe1~a i.,ions an 
~ . shifted to military 

tent would be 
. ·tuation raises 

T!i-1S Sl --
compel compensating inadequate to accommodate tltls shift, 

the · issue 
of v1hether 

. · g would 
subsidies to domestic shippin 
• 

subsidies f _: 
or competing forms of tran sp or ta tion, 

n t that a 1and trans­
the zac These . 

~ questions bring in to focus or1ce a.gain ,., rri. th the 
coJ111Ilerce can, 

iitation 
a system adequate to meet tl 1e d Of Uormal 

nee s ·re to v.rar re gu1 -
Ppl'opr. 

1ate ~ . · t be te exercise of public authori Y, 
nt8 • On 

F ,u.., y geared 
qUJ.Cl ·_ 

·1·tieS ade-
. ing f acl 1 

sb1PP 1 far t ype of 
q~ the other hand, the volume and 

~-~ to - , of ocean 
. accollllnoda te the normal requirements 

tation fa.l 
transpor 
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11 
the future, i1hen national defense 

J.i" requirements 
exceed normal levels 

ly the importwit taslc of maki.tia up 

' 

of supp , o - the difference cannot 

Oduct of accomplishing other 
a bJ-pr 

be considered 
goals. The 'li .i. 

. nu v~y must present their 

i.ost estimates of· v1ar shipping req11irements to be . , 
1,/ti , revi er.rea b-f a top planning 

• 

cv ( the Natione.l Sec11.ri tJr Resou rces Board) .. hi h 
agen " , VI c can compare these de-

'"~nds r,i t.h e_stima tes of the Department of Transporta-'-.... 1.· on· as 
Jll'U' to the size and 

composition of the r"leet lilhich ,·,ould other1rise be provided. The NSRB t'lould 

then r,eigh the necessary subsid y or re serve fleet program in the light of 

over-all economic requirements. 
• 

In arriving at a me1~chant shipping program, consider a tion r,il l also 

have to be given to Depa1--tmen t of Transportation estimates of the impacts of 

merchant marine promotion on the trc:11sporta tion system . For f ailure to con­

sider each of tl1e individu al parts of the transportation _ system is to risk 

a possible breakdor.rn of tl1e ivhoJ.e . In the case of ·t,he mercbtmt shipping prob-

• 

lel:l, it ,vould be pos,si ble to rest~re considerable tonnage to the domeSt ic 

trades tlu""ougl1 a progra:11 of construction end oper c ting subsidies if merchant 

Bh:!pping were the only consideretion: The problem , horrever, is not so easily 

Solved E . . · ea.Loe the s.; ze of standby 
• 'ven if i ·t v1ere possible by tltls means -r,o er u ... 

tleet req.ui·red fo_-. J • rJe might impoverish important 
, r1ar purposes, by so ao1-11g 

se€lnent . . n of im;Jortent long-haul 
s of tl 1e railroad sJrstem by tbe di versio x -

trarri· c d to recognize and take into 
• Unti· 1 J.. • pq:-epare -the De;. tional govern1nen v is 

lccount a nationel defense measures are 
-:· . "- U aspects of i·rar tr ansi) ortetion needs, 
. . ~Und t 

0 ere t a e as many problems as 
. 
• 
• • • 

• . 
• 

• 
Pih 

they seek to solve. 
merchant tbe necess ary 

. • • I' 

fiir,pin 
.en the final determin at i on 

r,de as to hczs been me:. • 
· part 

• o ao nroacbed in 

' 

' . . 

• • 

•' 

• 
, 

g Program for 
ough 

SUbsid .. .ies 

·t,l1e security purposes, 
• 

goal may o.., - r . 

t tlul t this fails 
'l'o the exten 

• 

accolllhl. 
~ lsh th 

to intern a tional shipping . 
tion ai·e open: 

·ble courses of ac 
e objectiv e, trro poSSJ. . 
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93 be paid to domestic shi . 
PPJ.ng, tn.· th 

·iable, \'!here necessary, to 
a\'Sl. 

. compens t· a ing subs· · 
competing f o:rn1s i d1es mcde 

of domestic J. 

the military could be requ · d vransp? r tation,· 
ire to maintain a 

• standby fleet . .i. or 

that it maintains 
i1BY 

battleships and C"'ui lil she same 
- , sers. The l atter solut· . 

- ion is ob-
viouslY the most certain and le ast disruptive 

approac11 to assurin~ th d 
b .e e-

sired results • 

F • CONCLUSIOrJS O~J DEFEi,1SE 

The tra11sportG.tion problem from t!i.e s tandpo in t of nat i onal defense 
• 

appears in esse11ce ·to be as follo ws: 

1. It m~st be assumed t hat all metl1ods of trans port r:t ion are essential. 

Accordingl y , federal policy must prov id e for maintaining t he entire trans­

portation syst em in sa tisf a c ·tory co11di tion. 

2. Generally spealcing, a land trcnsport ~·tion syste)ll adequate for the 

peacetime economy v,ould ordinarily meeJG the basic physi cal re quire ments for 

l7ar, In the case of iva·t,er mid a ir transport c:.ti on, !1or1ever, r,ar r equiremen ts 

far · ,.. · · ent are in 
exceed pea cetime f uc ili ties bec au se tl1ese "types 01 equipm 

eff ec.1. • .1. "' ins vrumen ts of vJal "'. 
Fr om the s to.I1dpoin t of physic al f ecili ties , there-

fore t h ' e problem 
• I .1,. • 

of nrov ; din,q a transpor1i c~ ui on 
... - 0 

secur. 
ity means 

system adequate for natio nal 

() methods must be devised 
under present day conditio ns that a . 

b-t Vlbi h . 
c · air and \'T& ter ·trans port capacity 

. d d d·Llri ng peacetime 
co.n be prov.1. e , -· -

at ler, 1 necessary st eps 
must be taken 

e s exceedin g peacetime demand; and {b) 
. d ,-m ter subsidies 

on the 
to min. 1lllize 
Condi . 

tJ.on of 

or compensate for the impacts 

other essenti al parts of the 

of cir an .c..:. 

. S'-rstem. 
transport £. t 1on " 

. l1e nat ional tot, 
3. T ie r efe r ences 

d . hus far, -rte l1a ve depended on vagt t. o11 stat utes to 
er~ 50 orta 1 
~nse Si . . . . feder al tran .. 

!I ©1J.fica.rice of tr~spor tat ion 1!l . no att einpt to 
~aa~ h s been 

e fac · 1 · a,· Tl1ere a 
l 1ties adequate for wartime nee~-
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1e ·the respon~i bili ty on the mili tar-y for present; 't'\ ,, • 

.i..ug rirm estimates of 

' wy .requirera.ents, ~nd no attempt to vie "' tl1e war . 
~ransportation prob-

. fi'.S a ~rhole. The United Stz:tes ri..as been f . .1. or l.,unate tkt, in v.rartime a 

. 3teally adequa·te system of tra.11sportat.; on 1,--s .1.h 
•. .L. !Q never l.,_.eless been available, 

tl:la t time has been afforded to · , , organize 'ti1e system for effective oper-

?11 &ild to remedy the faiJ_ure to pla.'11 durL"'lg peacetime. There is no 
• r t;ee of such good fortune .in the future, however. The fortuitous 

,uurstances -vrhich permitted us during ·the last ,!ar to cre a te an ODT, a 

~ti .c rubber industry, a shipbuilding industry, a pirJeline net v,or·lt, a 

,. ~eming ~ystem, and other emergency facil ties cannot be relied upon in 
• 

!eher emergency • 
.. 

/+. The tr&nsport& tion activities of t l!e federal government are so 

. . . 
arg-Miiz-ed today a s ·to make effective p1--ogra1rJ11ing in t his field impossible . 

• 

···erial ope1"a tions D.re sc attered over half u dozen major agencies and many 

~ -ert911 t bureaus; m1d no one person or age.ncy has the res pcrasi bili ty 

: ~-ss~e t11at tl1e trru 1sport e tion system as & r1hole is in ndequa.te conditi .on. 

.::.,'Saver, tl1e f eder u.l governme11 t is s.upportin g the development of highway, 
' 

. .-J .an·d vrater transp 01 .. t \.~tion facilities ui tbout consid .er ation for maintain-

' .f ta &dequate r ailro ad system, crea t j_ng a situation i..71 \-rhich it may pr·ove 

~~ible to provide for .. necessary railroad impro ,1ement and modernization . 
. -

'tl .,., • ,.,.a+.: on a basic step is the establish-
.J • From the standpoint of org o.ni'-' ..,.J,. -·, 

t, or f de' par~rn. en t r,hose responsibilit y ·tlll be to - a ederal transport a tion _ Ul.ll 

l!ltaJ,;tt a cUrrent evo.luation of the transportation situ ation; to direct the 

· ~ llee-es,sary to 

•• ei transport r acili ties· 
I. ' 

, Ile Tl\~""'t -
. - ~"!QI,; . oner,.. t co · . ~ · -a. ions • 

. . t n ~ e fu"'ld development of all 
ass1.1re the p1 .. oper mnJ n e_.anc 

. . . r plans fol"' wa.rtima 
and to dr a 11 tip t he necess a:ry . 

for 
O

s i -~ive responsibility 
This a a-encJ'" must be given p '" - v - ... . 

0 

.l ~-,,..~--1;'1 ·d . the rn-i ,r·oa d tr e..nsp01 .. t ation $ystem.-
:: ,~~.:J;:il.4,-e ade -qµacy of i:W-.J., 

. . 
1/ ·-

• 
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The National Security ResoQrces B 
6, oard nnist proVide 

. the necessary 
betrieen military agenc.ies t.l.lld the ci vi 1 • ,.. 

1.:aisOil -J.a.n transportation .... 
~ · agency• 

Ver nat ional security requirements are rs • d ' 
""d where .i oun to be in ex 
OJ> cess of 

uld other1vise be supplied, such requiremen.:.s t 
,bat r,o tJ mus be specified by 

""e mill. tarv and their accomplisl-J111en t r".inanced h 
"" ~ " tr ie.rever feasible out o1" J.h 

l,. e 

t ·onal defense budget. Reserve transport airer-aft merci..-. t hi' 
llB l . - - , Lld11 s i ps' or 

ra1.1.road cars r1ould obviously be charged to the mili ta.r,t budgGt, as vrell as 

the military share o:f airvfay cost,s and special projects undertaken specifi­

cally for national defense purposes. . Tl1e NSRB must also take steps to 

assure that the Department o:f Transport at ion submits periodic estimates 

! of the materials, equi pme11·t, and manufacturing facilities needed to assure 

transport services adequate to meet emergency requirements . 
• 

7. Failure to vest in a sing·le federal ag ency unequivocal responsi­

bility for 01 .. ganizing our transportation s3,-stem to meet ivar r equirements 
• 

-'gh· .. · · t· te a fate.I r1Palmess m ~ t v,ell result in de:ficiencies th e. t 1·rou1.d con Sui u - · -

the economy. 

• 

.. 

• 
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