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TRANSPORTATION AtJD THE NATIOtJAL GOVERNrIBNT 

This report is in two volumes. The first contains the recommendations 

of the study and the general overall analysis on which they are based. The 

second volume presents the factual material on which the analysis and rec­

omrnendations are based • . This sUinrnary will deal al.most exclusively v,ith the 
. 

first volume> but a brief outline 9f the contents of the second volume is 

advantageous. 

The first part of the second volume deals with the promotional activities 

' of the Government in the field of transportation. Air, water, and transport 

are treated separatelJr• The poli -cies and practices of all ager1cies engaged 

in promoting each form of tran sportation are considered. , 

In the second part, the regulatory activities are analyzed. Control of 

the right to enter into business, regulat .ion of discrimination and rate compe­

tition, rate regulation and earnings, coordination and integration, and rail­

road consolidation are included. 
• 

• 

I 

Critical Def~cts of National Transportation Poli~y 

Within the last 30 years the Federal Government has spent more than 30 
-

billion dollars on the development of transportation facilities, and in the 

fiscal year 1949 it wi.11 spend at l east $1,200,000,000. The federal role in 

transportation has grown to th e point ''wher e f ederal policy exerts a dominant 

influence on the future rol e of tra nsportation in the national economy •11 As 

a result of su ,ch federal intervention tlie physical development of transporta-
• 

tion agencies has been impr essive. The variety of transportation has greatly 

increased and effective and almost universal competition has supplanted monopoly • 
• 

• 
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But in the execution ~f this joint venture of government and private ent er­

prise there hav e dev elop ed numerous frictions, areas of relativ e ineffici ency, 

and unev en rates of progress. Some of the most critical and prosp ect iv e 

weaknesses in the transportation system are a result of defects in th e policy 

and administrative org anization of the national government. 

''The provision of a dependabl e and adequate supply of transportation 

services is so vital to economic health and national s ecurity that any failure 

on the part of government a.nd privat e ente rprise vvorking jointly to supply 

adequate service would nece ssarily l ead to th e assumption of full responsi­

bility by government.'' 

Defe cts in Programming and Public 
I C 

Exe~nditur e Policies 

The Jll8jor weakness in f eder al policy i s the failur·e to r ecogniz e that 

its ultimate objective is to achieve the best possible transportation system 

for the movement of persons and goods. In actuality th ere has be en a pre­

occupation with the problems of individual fi elds of transportation. Tr1ere 

has been a failure to think or act in t erms of over-a ,11 trans portation re­

quirements, and as a result no individual agency is in a position to 

evaluate the net results of all the federal tr an sportation undertakings. 

Revisions are j mperative in f ederal transportation programmin g and 

proc edure. The role of th e Government must be clearly defined and th e 

relative importance of proj ec ts must be determined. There has been a diversity 

of proc edures in th e development and programming of transportation. This is 

notable in the field of wat erways and highways. The probl ems of national 

defens e hav e not been adequat ely consid ered in planning • 

• 
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Revision in fin ancial policy is imperative. A major difficulty in our 

transportation policy r esults from priv a t e oivnership and financing of r ail­

road and pip elin e faciliti es, whereas in air, wat er, and high way tr ansporta­

tion, basic faciliti es ar e provided by the Government. In this l a tt er gr oup 
. - . 

th e charg es made to the us er for servic es reflect only a part of the cos .t, 

This places the priv at ely fin anceq sector at an economic disadvant age~ To 
. 

f a cilitat e th e economic development of transportation and a productiv e us e of 

resourc es., it is imperativ e that f aciliti es be financ ed tr1rou gh charg es l evi ed 
' 

on th e us ers wher e f easible. 

The failur e of th e Federal Cr0vernment to giv e due consi der ation to th e 

physical condition of tl1e railroads l1as pr ecltid ed eff ectiv e programming. The ' 

eff ect on railroa ds of l a r ge public expenditures on hi ghways, airv ~ays, and 

water transport ation has not been consid er ed, 

B. Conflict B~t ween Promotional Action 
• 1 1 • 

and Regulatory Program 
a v a s 

The major obj ect i ve of t he r egul atory _program of the Federal Government 

is th e maint enanc e of . fair competition among transport ent erpris es ... Neverthe­

less th e Government has fail ed to provid e th e economic envir onrrient and admin­

istr ativ e machin ery ess ent .ia L t o th e successful operation of this syst em. 

Mer e competition on th e basis of r at es does not produce an economic allocation 

of tr a ffic among transpor ta tion f acili t i es. For -this ·to r esult, rat es should 

r efl ect th e t ru e economic cost of opera tion of each servic e . Car ri ers that 
• 

us e publicly owned f aci l i t ies act ually ar e abl e to off er servic es a t rates 

which r ef .l ect only a portion of th e actu al cost :, \ivhere some facilities are 

subsidized, a carrier striving to r ecoup its total costs will obviously be at 

a disadvantage, 

. . 

• 

-
' 

' • 

' 

• 
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Under the present program of subsidizing some forms of transportation 
• 

activities, government regulation is unable to prevent unfairness and discrim-

ination. Although Congress has uniformly sought to prevent discrimination 

''in effect, government-created disc .timination has been substitllted foF that 

formerly exercised by private monopoly.'' 

The government policy toward a~iation has been carried on in an ad.min-
I 

istrative vacuum, and has consequ~9-tly created many obstacles to the realiza-

tion of dec·lared objectives.. The.--_rµa.jor objectives in general transportation 
• 

policy are: 

(1) 
• I 

To prevent overexpans1.'1_n~· .. 

(2) To allot to each form o.f~transportation the type of work for which 
it is best fitted; 

(3) To permit integration and coordination of the several types of 
transportation facilities. 

Faulty organization and policies are working against th e .achievement of these 

objectives. The governmental activities to promote commercial aviation by 

specialized regulatory treatment and financial subsidies has led to over­

expansion and financial instabj]ity of . that industry. The division of regu~ · 

latory authority works against attaining economy through int ·egration. 

If the Government is to rely upon competition as the keynot~ of its 

transportation program, certain basic revisions in policy and procedure are 

re .quired: 

• 

(1) Explicit and consistent economic standards . must govern legislat .iye 
programming of public expenditures in transportation; 

(2) Major costs of providing and maintaining servi ·ces must be assessed 
directly against the transportation agencies; 

(3) The re~lation of all . major competitive transport agencies must be 
administered under uniform standards. 

,· 

' j 
' 
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c. Intrusion 

Functions 
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. . .. ' , 

I 

•• • 
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-. 
of Regulation 

' 

• 

into 

The Int e rstat e Commerce Commisston, through i t s rate making power, ha s 

assumed most of the imp ortant functions of private management. It has gon e 

far be yond the rate making ac t ivitie ~ that are ne cessary to prevent discrimina­

tion. The Commission has att empt ed to pretect th e carriers against th e possibJe 

consequence of unsound managerial judgm ent on their part. The delays that in-
. 
r . 

here in the regulatory procedure have greatly damaged the railroad's financial 
. 

position .. As a consequence this study urges that ''a larger measure of dis­

cretion over general pricing policy should be restor ed to railroad management." 

The Commission should be relieved of authority to consider th e ''effect of the 

rates on th e movement of traffic'' and it should be mandatory for th e Commission 

to grant incr eases ''on th e simpl e sho\·1ing by the carri ers that substantial in­

creas es in operating cos t s hav e b·een incurr ed. ti 

D.. Railroad Consolidation and the 
Rol e of th e National Governme.nt 

For ov er a quart er of a cent .ury the Federal Government has unsuccess ·;.. 

fully tried to promote railroad consolidation through voluntary means. Some 
. 

form of compulsion 1vill be necess ary if syst ematic railroad consolid a tion is 

to be r ea liz ed. 

The study r ecommends s even !lk'ljor r evisi ons in transportatio .n policy: 

1. ''Transport a tion programs und ertak en or fin anc ed by th e Fed eral 
Government sh ould be limit ed to proj ects of national impo•rtance 
which can b est be ca rri ed out t hrou gh fed er a l act .ion. tt 

Many riv er and harbor proj ects h.ave no economic j"ustific t1tion; the develop­

ment of s econdary ro ad s s hould be l e ft to local authoriti es; f ederal aid 
. 

. far small airports should be abandon ed; and th e activiti e s of the Inland 

" 
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Vfa terways Corporation should be terminated • 

2. 
• 

''The users of transportation facilities, rather than the general 
taxpay~r, should meet the me;jor cost of providing dome stic trans­
portation facilities . 11 

In some cas e s general fund expenditures for . transportation might -b e 

advantageous, but a s a general rul e char ge s should be levi ed upo n t he 

users to recoup costs. 
• 

This means that tolls sh ould b e impose d ~pon 

waterway tr a ffic. Airlin e subsidies should b e divorced from air mail 
. . 

pay ., a nd th ey should b e t ermin a t ed at a n early dat e .. In th e fi eld of 

' 
int e rn a t ·ion a l aj: r a nd fJtari time transport the nee d for subsidi es is 

r e cogniz ed. 

3. "Proposals for th e deve lopm ent of ea ch form of transport a tion should 
be eva lu a t e d in th e li ght : of th e entir e transport program to 
det ermin e pr oper emphasis · and desirabl e priori ti es. 11 

4. ''Primary a dministrativ e r esponsibility for maintaining an 
ad e quate national transport a tion system shoul d be 
centraliz ed in th e ex e cutiv e branch of gov ernment.~'' 

5. ''The national pro gram of t r a nsport r egulation should be 
adI_ninistered by a n 'ind epend ent' con,.mi ssion. '' 

6, 11Regulation should b e appli e d uniformly to all forms of 
tr ansport a tion •. '' 

- -
7. ti Initiativ e and r es po nsibility shoul d b e r estor ed to priv a te 

mana geme nt.'' 

II 
Reorg a niz .a tion of Feder a l Tr a nsport a tion Ag,enci e,s 

A. Past Reorg a niz a tion Propos als 

During tl1e pa st 15 y ea rs no l es s tha n 9 studi es of th e r eorganization 

of t1 ·a nsport a tion a ctiviti e s ha ve b e en made . All of th es e hav e come to naught, 

larg ely bec aus e of r estrict ed t erras of r e f erenc e and because of a .failure to 

r e cognize tl 1at mere regulc.tion is not an eff ective ctdmini;5t1'ativ e vehicle for 
• 
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long-term transportation programming. 

This study proposes th f 11 
e o owing adininistrative organization in the field 

of transportation: 

B. A Department of Transportation 
:· .' 

A Department of Transportation heac;{~d by a Secretary with Cabinet rank 

should be established . The creation of a unified Department has fo ur 

obj e ctives ·: 

(1) To facilitate the application ~f uniform standards in the 
development of physical facilities for the various forms 
of transportation; 

(2) To provide appropriate machinery for strictly administrative, 
opera ting and policing functions ·; 

(3) To provid e a continuine authoritativ e source of information 
on transportation activities 

(4) To supply a going organization to assume r esponsibility for 
wartime administration of tr ansportation. 

1.. In the Office of the Secretary- of Transportation the following powers 

and duties should be lodged: 

(a) Office of Water Transportation 

This would be headed by an Assistant Secretary and it would have 
four major duties: 

(1) 

(2) 

(3) 

Promotional, administrat iv e , and subsidy r esponsibilities 
transferr ed from the Maritime Commission. It would have 
all the promotional, administrative and subsidy activities 
of that body. 

The Inl and \/aterways Corporation should be transferred to 
it for liquidation. 

Programming of wat erway improv ements should be tr ansferred 
from the Corps of Engineers in the Department of Arr.ry. 
11All navigation projects and multiple-purpose projects 
having navigation features should be reviewe~ by t?e T:a?s­
portation Department to determine the economic desirability 
of such navigation proposals from th e standpoint of trans­
portation requirements." 

I 
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The r1ighly questionabJ:e economic justification of a larg e 
part of the river and': n:arbor program has led to much fwaste , 
and consideration of ~qch projects by a Transportation · 
Department would eliminate much of this • 

(b) Office of Civil Aviation . 
' 

This -would have responsibility for all Federal activities involv­
ing the promotion of civil ~viation, both domestic and international~ • 

. 
• 

(1) ,Airway development 
safety regulations 

I > . 

and'! maintenance, airport planning, and . . 
should be transf erred from the CAA • 

• 

(2) Safet y activities ar-:' _ route pattern development shou.ld be 
transferred .from t :he :CAB. 

(3) 

• 

Air mail subsidi es . ·iin the interna. tional field some 13ubsidy 
will probably be req~ired for aviation to maintain American 
compet ition with: foreign lin es , but th e subsidy should be 
divorced from th e co3t of air mail transportation, and it 

• 

should be· plac ed in ·the oper:1. • 

• 
The Office of Civil Aviation should facilitate the transfer of 
certain activities from Federal control to state control. This 
would includ e the development of small airports and some activi-
ties in th e field of air safety. 

(c) The Office of Highway Transportation • 

(d) 

This would be headed by an Assistant Secretary of llighvJay Trans­
portation and ·vvould include: 

(1) Federal aid to highway activities transferred from the Public 
Roads .Administration of th e Federal vvorY~ Agency; 

( 2) Motor carrier safety functions wo11 l d be transferred fr om the 
ICC; 

(3) A war r equir e..rnents inv ento r y of all raotor vehicle equipment 
and faci 1.i ties s.hould be ro2de .• 

Office of Railroad Transp ortation 
- u a · ' I Cl a 

This would b e hea ded by an Assistant Secretary charg ed vvith the 
f oll.owing duti es: 

(1) Formulation . of a r a ilr oad 
bility of the ICC in this 

consolidation plan, The, r esponsi- . , 

field ,;1ould be transferred to it • 
• 

(2) Car service and saf et y functions transferred from the ICC. 
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The Office of the Secretary of T ; ransportation. 

- -- --""-

(a) General research and ~ 
di t progra.rrum;.ng would be concentrat ed here 

rec ed by a~ Under Secretary . This work would include the 
st udy (a) of Phy~ical needs of transportation; (b) the priority 
of these needs; ( c) the costs : and metl'1ods of defraying them • 

• 

It would also have responsibility f or: 

a. examining promotional programs in order to achieve 
the most eff ec tive system at the lowest cost; 

b. determining civilian tra~sport at ion r equirements and 
integrating them with mi~itary needs; · 

c. developing plans and tecj1niques 
transportation system in : war; 

for the operation of the 
• 

d. determinin g the feasibii •ity of various programs for financing 
tr ansp ortati on faciliti es; 

e . conducting studies on such probl ems as th e feasibility of 
government ownership of · r a ilr oad rigl1ts of 1J·1ay; 

f. inv es tigatin g possible conso lidation of fi eld operations and 
physical r esea rch activities. 

(b) Service Agen9ies 

Consid eration should be given t o transf erring to this Department 
. ~· . certain s ervice agencies : 

(1) Coast Guard 

- ·=-

The locati on of this agency in th e Trea sury is not advantag eous 
in peacetime becaus e of its functions . 

(2) Coast a..11d Geodetic Survey 
0 

Its 1najor functi on is th e pr ovisi on of aids t o navi gation 
f or water and air tr ansport ati on . 

Thes e two agencies would be under th e direction of a fifth 
Assistant Secr etary. 

This departm ent of Trc1nsportation would then includ e th e p1~esent functions 

of the Public Roads Administration, Civil Aeronautics Administration, Coast 

and Geodetic Surv ey, Coast Guard, the Maritim e Commission (exc ept minor , 

regulat ory functions), the Corps of Engiqeers (policy determinat.ion only), 

• 

- ~ 
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. 

and the Inland Waterways Corporation. Saf ety and route pattern functions 

of the Civil Aeronautics Board would be transferred to it~ From the Interstat e 

Commerce Cornmission would come tr:ie motor carrier safety, railroad saf ety, and 

car service activities. .. It would have the new functions of dev eloping railroad 

co11solidation plans, and of devising an inventory of war requir ements for 

transportation, .. • 

' 

c.. A· Transport Regulatoq Commission 
I 

• . . 

' 

A transport H.egulatory Commis-~ion should be created.. Present r egulatory 

practic es have two r!1ajor def ects: 

(1) 

(2) 

The int ermin gling of pr .qmotional, management, . and r egulatory 
activities has r esulted ·1n serious probl ems, both for th e 
Commissions and th e executiv e branch of government; . 

Ther e is an undesir abl e adnri.nistrative diffusio~ in th e 
regulatory pro gram. It is divid ed among the Maritime Commis­
sion, the Civil Aeron autics Board, . and th e Interstate Commerce 
Commission. 

Consequently, it is r ecommended t hat a nation al Transportation Regulatory 

Commission should be est ablish ed to administ er a r evis ed program of public 

regul ation applicabl e t o all fon r1s of transp ort ati on. · This v~ould involve 

th e f oll owing maj or changes in r egulatory statut es: 

(1) The l egal auth ority for some of th e controls exercis ed by the 
Maritim e Commissi on shoul d be consolidat ed in Part III of the 
Int erst at e Commerc e Act. This would include th e f ollowing: 
contr ol over ship ping in noncontigu ous t erritori es, settl e­
ment of r eparation -cas es, supBr vision of r at e conf er ences, 
and t he alloc ation of subsidi es declar ed necessary by th e 
Departm ent of Tran ,sport ati on. 

• 

(2) Add a new Pa rt V t o th e Int e 1--sta t e Commerc e Act covering th e 
pr es t?:nt pr ovisi ons of th e Civil Aeron autics Act dealin g ;;..ri.th 
r at es, oper ati onal ri ghts, s ecurity issu es, and inv esti gations. 
F: ?m the pr esent act th er e should be deleted the present Deciara~ 
tion of Policy and th e pr ovisi on for using air mail payoents as 
a subsidy devic e . 



.r 

r . . . .. 

-11-

(3) Amend the rules for rate making along the lines previously 
indicated. 

(4) Impose upon the Secre tary of Transportation the authority to 
appear befor e the Commission tor.resent his views. 

"If, as recommended here, the functions that are of a ·strictly execu­

tive and managerial nature are restored to the executive branch of the govern­

ment and provision is made for executive representation before the r egu latory 

commission, .. there would appear to be no jtistification f or furth er direct 

control of the executive branch over the _r-egulatory phas es of nati onal 

transportation policy." 

III 
The Special Pr obl ems of National Security 

The cr eation of a Department of Transportati on is an obvious necessity ' 

if th e peac etim e goal of devel opin g a high quality service at minimum cost 

is to be achieved. It is als o impor ta nt from the standpoint of national 

defense. 

Aft er reviewing th e r ole of civil aviation, railr oads, highways, _ and 

wat er transp ort in wartime, seven major conclusions rel ativ e to defense and 

nati onal tr ansportation are presented: 

1. Since al l methods of tr anspor t ati on are ess ential in wartime, f ederal 

policy must pr ovid e for maint aini ng the enti r e sys t em in satisfactory condition. 

2. In gener al , a l and t r ansportation system adequa t e f or peacetime needs 

will ordin arily suffice f or th e physica l r equir ement s of war, but this is not 

equally tru e of air and mar itim e transpor t. Therefore, it i s necessa ry that 

methods should be devised by which air and wat er transp ort facilities can be 

pr ovid ed in peace tim e nt l evel s above ac tual peacetime needs , It is also 

necessa ry t o tak e steps to minimize or compens~te f or th e impac t ; of air and 
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water subsidies on other forms of transportation. 

3. Efforts must be made to view our national transportation needs in 

time of v1ar as a whole, including b·oth military and civilian requirements• 

4. At present the transportation activities of the Government are so 

disorganized as to make impossible effective progra.mming for defense• · 

5. The creation of a Federal transportation department is imperative •. 

It will maintain a current evaluation of the transportation sitt1ation, . and 

will direct steps necessary to assure the proper mai .ntenance and development 
' 

of all t1"ansportation faciliti es for war •. 

6. The National Security Resources Board must provide liaison between 

military agencies and civilian transp ortation agencies. Vfuere r1tllitary re­

quirements for ·tr a nsportati on are f ound to be in excess of what v1ould ordinaril~ · 

. ' 

' 

b·e supplied, th ese facilities should be provided for out of the national defense , 

budget •. 

.· 

?. Failure to establish a single federal agency with undivided responsi­

bility for our transpo1"tation system in ti.me of ,ivar ''might v1ell result in 

deficiencies that would constitute a fatal ,-ve.akness in the economy •. 11 

, 

PROBABijF, OVF...RLA.PS OF REco1.gJIBI'-IDA ~IOi'JS IN THE TRAl·JSPORTATION P.EPORT 

1¥l'lli OTHER .REPORTS : 
. . 

' 

Some of th e r ecommend.a ti ons in this report will pr obably involve overlaps 

with the rec ommendE1tions to be cont a ined i .n other rep orts a s yet not J·ecei ved. 

Recommendati ons of 
T1~an~p ortation Report 

' 1 . ~ ~ 

Po·liey . function of Corps of 
Engin ee rs to 'Jransporta tion 
Department 

. 

· Inlanq l1ifatG .rways Corporation 
. · sqould be lj. ,quidated 

. 

Reports Inv .a l viAg 
Prob~b~e-0v€r]aps 

f. -

i>Ja tional Security 

Revolving Funds 

' . . . . . 
' • 

' . . -:-
I ~ ' ~. ' 

' .. . . ' •, . ' .. 
._. \ ~-_ ..... _ • ., ·, - .... : -~-- --1. ... _ :_ -

• I 

• 
·-
' ' . 



,., 

r 

• 

. . . 

. . 

' . . . . ' 

-13-

Abolition of: 
Interstate Commerce Commission 
Maritime Corrunission 

Independ ent Regulat ory 
Agencie s 

Civil Aeronautics Administration . 
Civil Aeronautics Board 

and function s to be redistributed 
between new Department and new 
Commission. 

CONFLICTS \~JITH REC0~11IBNDATIOI\JS OF OTffER TA;SK FORCES 
: • I • 

Recommendations . of Transportation 
Task Force 

Public Roads Admini s tration t o 
Transportati on Depart ment 

Policy functions of Cor ps of 
Engineers t o Transportati on 
Department 

CAA co.nstruction arr. operati on work 
to Transp ortation Departm ent 

Coast and Geodetic Surv ey t o 
Departm ent of Trans portati on 

Grants-in-aid for s.eco11dary 
ro ads shoul d be te rminat ed 

Grants-in-ai d f or sroBJl airp orts 
should be t erminat ed 

tssigns specific f ur1ct i ons t o Under 
and .Ass .ist ant Secr eta ri es 

Under Secr et ary shoul d be in char ge 
of res earch 

~jor di visions of Department of· 
·Tr~nsportat .i .on. ar e call ed offices 

. . . ' .. . 

Recommendations of Other Tas~ 
Forces 

Public \forks -
to Department of Works 

Public V.Jorks -
All riv er and harbor work of the 
Corps of Engin eers to Departm ent 
of Wor lcs 

Natural Re-sourc es woul.d transfer 
all bf its riv er and harb crJ• and 
fl ood cont rol functiops to Natural 
Resources Departm ent 

Public Vforks 
• 

airport constructi on to Department 
of Vlorks 

-Publ ,ic Works to Departm ent of V,Jorks 

Federal-stat e Rel ations jmply 
continuation 

Federal-S ta t e Relati o.n-s imply 
continuati on 

Depart ment al Mana eement -
departo ental he.ad should be fr -ee 
to or ganize top management as he 

f . + s ec s J. .v. 

Departm ental 11ana gement - und er 
se cr etary should be top manag.e.!Il:~nt 
offici a l . of departr .1er1t 

Departmental. . },ianagement -- should be 
Gall ed bureaus or s e.rvices. Terni 
''office'' -to be reserv ·ed for staff - . . 

functio .ns.. 
. . 

. ' 

. . 

, 

' . 

' ·- ' 
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