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THE WH IT E HO U SE 
f 

WASHINGTON 

D ecem b e r 14, 19 54 

MEMORANDU1v1 FOR GOV E RN OR A D-AMS 

Attache d for you r perusal, in advance of F riday 1s Cabinet Meeti n g , 

are nvo papers which a]"e expected to be on the agenda : 

l . 

z. 

T he report of S ec r et ar y Weeks' C abinet C om.mi ttee 
on rr ran s port Policy and Or ganization. Since thi s 
paper 1s rathe r lengtl1y, I feel you should see it 
a h ea d of time . I am familiar with this paper an d 
h a v e attended meetings of the Committee . If you 
sh ould w a 11t me to brief you on it or discuss it 

with you , I will be g l ad to do so . ' "r-' o { 
,i"' ., 

The Int e ri m R e po r t f r om S e creta r y lv1cKa y 1 s 
Cabinet C ommi tt ee on W a t e r R es ourc es P o lioy . 
I lcn ow th a t you are int eres ted in th is p ape r an d 
would wa nl to see it in ad v ance . I will b e gl ad to 
go over it witl-1 yo u i f yo u desire . 

~ . '$ 

Th o th e r p ap rs e>..1Jected to be on the agenda a re : 

1. A r e,port (in two related p.apers) from M r. Fr ancis 
on t l1e 1-ece11,t conc lusions of his interagency com -

1ni t t ee con ce rn ing th e overall Agricultural Su rplus 
.Disp sal p rogram '. 

• A pap e r fro m Justice an d State, being prepared at 
the r qu e st of th e Presiden+ on .. ,._e sub· · f ..., ~- LU . Ject o _ re -
tur ni n g a lie 11 p r opert )' · 

3. A pape r f rom Mr. Philip Yo 11'l;g on the F ore i o n 
Af"' . p b - 1a1 r s e r so:rrne l S) · st e m a n d on the D epa r t.Inen t of 
Sta t.e P e r sonne l Integr a tion Pr o gYam . 

e 

I wil l also sen d you 
repr od uce d . 

c o pi es of these i ou r p aper s as soon as they are 

cc : G ene ral P e r s ons 1't1 a)i..--w ell M . R ab b 
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ADMINISTRP'"TIVELY RESTRIC 1l'ED 

The White Hous e 
Washington 

'l 'HE CAB TI1IBT 

.., 
CP - ·O 

Decembe r 8, 1954 

Revision of Federal Transportation Policy -

Report of the Cabinet Committee on 
Tr a nsport Policy and Organization 

1;,or co nsid e ration by the Cabinet, att .ach ed. is tbe R•eport 

to tho Pr o5 1dent fr· om the Cabin et Comm:i.ttee on Transpo r t Policy and 

Or gQ11izatio n. This Comrni tt ee , chai r ed by the Secr e tary of Commerce , 

was este bl i sh0d by th e Pr es ident on July 12 , 1954 . 

The R~port is pr ece ded by : 

A. A Brief of th e Report, which identifies its 

major r ecoo.:iendation s; 

B. Th T~ · L · l T-tt . th ~ d e _ansmit_.r.a ...,:::: er 't.O e rre si E:nt fro m the 

Men ers · f the C3binet Commit.:..ee, s ur, 1ariz ing its 

a ctiv l i:y; 

C . A T b le of' Cont en ts to the bas ic R2nor .L . 
• 

II r:.c.d ! !I . 
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S lJ1.1M.4.RY 

The Pr esident ' s Cabinet Committee on Transp or t Policy ~nd Org~niz a!i on 
was established on July 12, 1954, t o undert ake a comprehensi:~ revi~w 01 

. 'h ~ p ~ +t,0 ~~o;l i•y of ~ne v""ar7 0US Federal pol i cies and programs as~ ey ~ILeC v ~.=: ~ ~ - . • - ,. ic 
f orms of transoo r tation to provide the ir essen~ia ~ services i:.o vhe puol ,. 
and meet the re qui r ement s of nati onal s ecurit y . 

In response t o these instructi ons , the C-0m:uittee examined exi.~ting 
i:,ranspo rta t i on policies and dGtermined to f ocus it s primary atte nti on on 
th ose Fede r al policies which appe ar t o be mcst ~g ently in need of 
r evi sion . In the course of its r eviev.-, the CoITT"""'; t tee drei\ · fr ee ly upon 
t he rrany s tudies made in t his fi eld 2nd upon the knowl edge and eA-perience 
of F~deral agenc i es concer ned with t r ansp ort ati on r.:atte r s . Upon 
i nvit a ti on, numer ous st atements on the S11bject were r-eceived f r om 
in ·t cr cs t ed pri vat e groups . 

Th8 Gov8rnment 1s r espo nsi bility is t o pr ovide a sound pol i cy fr amework 
with i n whic h ea ch f orm of tr anspo r tatio n can dev el op to its ma:x:irnum 
e:ff bcti. v~;ncsc i n cornpat i tion vvi th all ot her f or r.is. This situ a tio n do e s 
not now exis t . A maj or cause is t !1e obs ol es c e nc e of rr);-iny of our e :x:isting 
tr ansport a ti on policies v1hj ch stem fr om the t:r anspo r t at i 0n s)~stem as i t 
oxistod m;.J.ny yea r s ago when th E-r a ilr oa ds had vi r t t1all y a monopoly posi ti on . 
As l l r cRult our t r ansport a ti on syst,cm is not as st r ong or economica lly 
hcn1 ·thy as it., mus t bo t o s, Jrv e our public nee ds . Some of our maj or 
common c~1rri ers -- partiettl o.rly t hG r·ail r oads - - ar e i n a ,venkened 
fi n~nct nl condi t io n. 

Prornpt sto 1:is mt1st be take n t o pt2rmi t comr.ion CErriers t o ov2rc ome 
p:roso n'l, di f fj _ c,11 t i es i f v,c nr o t o .:1,roi d sE:-r ious advt:r se c :ir: seq,1e:n cE:S f or 
th o ovc r nll tr ::in spo rt a tion system , and f or th e nati on's econo :zy and d ef e nse . 

Tl'10 ~r ir1cipal emphas is of this r epo rt i s th .:1t Federal polici e s , ur,d cr 
pros cnt c1.rcumst ancos , s l10t1ld be ane nded t o per'i'i t gr eater r el ia nce on 
competi t ,i ~o fo1' ces i n tr an sp o:rt~ ti on pr ic~ ng, and t o assure the mai r1t ena nce 
o~ .l sou na SJ'St •ru:n of co~o n car ri er s . It sec.::-CS to accomplis h t h is obje c ti ve 
f 1rst , b:,;· p:roposi n funa:1 na 11ta l ch :inge s iP. ~.he Int e r st2 te Cvc-:t r ce P.ct. ' 
Thcst:3 c.h::.r,~es WC't1l d principall y : 

(b) r-- • h, - J..CXJ.. t.....,e 

(c) 
or TX'di 1)1..rg s -~ -1 0: 

• n~w giv~ ~nr ~gul;t ed 

(d) 

~ -" 1.or regul~ ted 

an d 

• 

• 

• 
i 
• 
( . 
• 

• 

I 
I 
I 

i • 
' 
' I 
I 
~ , 
I 
f . 
' i 

I 
' • 
I , 
l 

I 
• 
' 
' • 
f 

I 

. 
t 

• • 

• 
• 

I 

I 



:,. 

.. . 

·:.~ ... t. 

:-:1·. r -.. ... . 
' 

: - ~ • 
• 

The President 
The White House 
\·lashington , D. C. 

t,ty dear l1r . President: 

(ADJiTI~ISTRATI\l'"ELY RESTRICTED) 
Tl-IE SECRETARY OF C01'-J1ERCE 

l,JASHil1GTON 25 

December 7, 1954 

On July 12 1954 you established under ray chairmanship a , , . t · y speci al Cabinet Committee on Transport Polid-J and Orgamza -1.on. :o':1 
requested that we undertake a comprehensive revie~ of Federal policies 
and pro gr a.ms as they af'f ect the various forms of transportat .ion and that 
our recommenc1atio ns be submitted to :/ OU not later than December 11 1954. 

In the preparation of our report I have had the ful l cooper 
ation of al l members of your OJmmittee . To assist us in our revie w of 
government transportation policies , I appointed a Working Group composed 
of outstanding individuals who have long had a close u...'"1derstanding of 
the Nation ' s tr ansportation proble~s . V.T. Arthur W. Page , s Directo r of 
the American Tel ephone and Te le graph Company , t]e\.J York City , served as 
Di rector of tt1e \larking Group. 

I wis h to commend each member of the Working Group for his 
co ntr j.bution. Your Committee ' s unanimous report and reco m;-:-:endations 
a re based on the study made by t .he \·1orking Group . 

Aft er examina tion of the Nation 1s transportation problems , 
your Committee det .ermined to focus its primary attention on those 
Federal pol.i .cies , as distinguished from state and local r espen sibili ties, 
which appeared to be most urgent l y in need of revision if the trans 
po rtat io n industr)" of the l7nited St ,at .es is to maintain itself at maximum 
eff ec tiv ~nf:lss. This decision was made more feasible by tr1e fact that the 
Arlminis t r ati .on recently completed st .udie s of civil air p0l i cv and m.ari time 

• .. - w 

subsi dy polic~ , . Your Comrni ttee full)' · endorses the aviation P0licies set 
• 

forth in the repo rt of the Air Coordi.Tlating Co~mi. t tee a.T1d no-:~ s th at 1tany 
of the r e conunendations made in t -he mari t-lmP. policy" report r..c.,·e already been 
enac ted by Congress and a number of other legislative propos~s based on 
this study vill be present .e,d to the r.ext session of Congress. 

As a result of the work already co-3pleted in the ~ields of 
aviation &nd :ilar i tine polic)· , ) "O'...U" Cc:J.."Jitte e i...a s able to f oc-.:s its atten 
tion pr i..."!laril.)' on doi:est i c surfa.c e t.ransF.o rlat ion proclems . :n th is 
con:n.ecti on , I v ish tc iri.fom )"0'.1 tt.at the Depc.r..J::ent of Co!"",.,.,e :-ce has 
uriie r - ay a co:1pre he nr:i .\·e st .udy of t he pro:.le::is facL'"!g the ir;-:ercoastal 
a.nd cc.e st v .i.se sr:.ipping l:,ranch cf the do::iestic trans;:ortati on :.nd·:.1stry . 
I an ticipate that this st udj· vill be coo pletetl early next ::,·e 2.r . 

• 
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(AD1'1TI~ISTP~TIVELY RESTRIC'IBD) 

- 2 -

national security . In advocating more flexible rat ·e-making opportur1 -
i ties fo r reQ.U].ated common carrier tr ·ansoortation, we are mindf 'ul of 

0 ' 

the fact that they are required to meet at all times thei r coID!.~on 
carrier s.ervice obligations . J-ioreover , our report does not propose 
any change in existing regulatory autho rity over tb .e entrance of new 
enterprise in public transpo r tation . 

~le have not proposed any cbange s in tbe Federal or ganina 
tion for the administration of transF,Ortation functions and responsi 
b ilitie~ . It is our belief that any necessary organizational adjust 
ments should follo w the revision of tr ansportation policie s to permi t 
dstennination of required changes in the Federal structur e for the ir 
most ef f ective atlministrati on. Hovever, during the course of our 
deli be rations , we have kept in close touch with )"Our ~·.dvisory Cororoi t te e 
on Government Organiza t ion . 

Respe ctfully yours , 
• 

Sinclair Weeks, Chairman 

Charl es E. vi ilson 

.4rtbur S . Flemming 
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December 8, 1954 

The White House 

Washingt on 

THE CABINEr 

Report of the Cabinet Co2rJi tt.ea on 
Tr~nspdrt Policy and Organizati on 

For consid er at i on by the Cabinet , attached is the Report 

t o th e Pr es id ent fr om the Cabine t Com.rnj tt ee on Transp ort Policy and 

Organizatio n . Thi s Cerroni tt ee, chaired by th e Secr e ta ry of Commerc e 

Wt\S as tnblish ~d by the Presiden t on July 12, 1954. 

The Report i s pr eceded by a Bri ef* and Table of c~ntent s . 

Tl1 r e commendat i ons of th..1.,s Repc>rt appe ar throu gh')ut Se,ct i c,ns 

II tlnd rn . 

• 

~ell ll. Rabb 
Secr e~ ry Lo the Cab:ne t 
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P..EVI SI Of~ OF FEDERAL T&;IIJSPORTATI ON POLICY 

I . I NTRODUCTI ON 

Within t he s t1ort gpan of one gene r at. i on th i s coU~ £ i ba s 
wi tn cs scd 2.· ·"Lran spo rt 2.ti on rcr '.;olu ti on . .A-1:. el ements of th e e conomy 
ha .,,e been pr.0 f oundl y af i~ ct ed - in ~.res t or s in t r ansp <:--rt at i ~n pr op erty , 
ge0grap hic- r eg i ')ns , di st ri DJ.t io n, i ..r1di vi. dual sr.ipp2rs ; the ta;q:-.a?'e r , 

, 

' 

th e ul tirria t e c:•ns -c.m&r s of r.o-:•ds and se r vice s . As late a s 1920 , . ~he., 
r a.i lr c_jads l1el 11 a vi rt 11al mon'Jpc•ly of inte r e;ity t r ansp ::>r tat i on w.it.h t.ne 
exce ~t io n of ~r e~s se rv ed by ~.~t cr . I n s~ r ikin g contr a st , the-e is 
avaiia bl 8 todo. y a vii de sel ect i ':)n of t r ans p or t met hod s f or t he I:lC'V~? ?n t 
of 8~r ,ds a nd pe0pl e f r om one pl a ce t o a n ~,t her vii t h ec 0n-:--oy-, cxped i t.i ?n, 
a nd sa f ety

0 
The in divi dual , "'!.:neth er t r ave i;ng f c,r recr eat i ':ln -~r bu sine ss 

pu r 1)c.;ses , has a ch a i ce a s bet -::ee n tr ie pri v-a.te au t oBObil e, i nt.erci t y bu s 
tr anspo rt a ti on , air t r ansp 0r t~t i on , and r 2ilr oad t r avel . T~e sh i pper , 
whet her in ·t,er es t ed in m'irin g ra w pr .~ducts t ,::i i ndu st r ial plants or 
dis t r ibu t i ng f i ni.sh'3d pr c,ctuctE; t o a na t i ci!'1Wi•:1e r-.arke t, is f r ee t o el ec t 
t he 1Jse of his o'rrr1 tru cks ., C')tn.:'T!'Jn or c .)nt r z.ct c1rri 2rs by hi5 hway , a 
cont i nent al and physi call y i~t& gr at ed sy stem 0f comson carri er 
tr ansp 0r ta ti 0n by r ailr oad , pipe l i nes , coa st~ l and intE rc oa sta l 
services , inla nd wate r transp cr ~t i on, or t he r apid l y devel opi ng ai r 
ca:r-go se r vices . -

In maj or resJ) e ct s , g0ver nJ:1ent has pl ayed a de cis iv e r ol e in t hese 
f r1st m,1 vi ng a nd (Jyn amic cha n£e s i n th e or ganiz:i t i on , f in c:ncing , a nd 
(;per ;1ti r,n of t he Nati on ' 3 domes tic tr a nsp ortati on s erv ices . All l evels 
of gc)vor nment hav e pa rtici pated . The sta t es ha v e play1.;d a domina nt r ol e 
i n t he pr ovi s i c)n nf nn exp an di ne and m:)de r ni zed hi gh-vw"3.y system , al th -:--,11gh 
aicicd by th e Foc]era l Govc~rn ment tli.r (-iugh a pr ogr am of e,'Ta nts - i n- aid . Th e 
Fc(lcrral Govur run<)nt tms sp\: nt vas t sums o f the gene r a l taxpaye r rs f un ds f or 
t ho il11J.Jrov amont of r i ver s a nd h3.r b :irs . M1")r e r e cen t l y i t l:°'..as a i ded 
!Tlil to r i.a lly i .n t he dev el oJ)ment of ai r po rt s , t he fin an cing and manageme nt 
of n nrit i onvride s ;y·stem of a i tis t o a ir na ,ri.6a ti on _. a nd h.as a dva nce d 
s,1bstnnt ,ia l stuns of m~ney i n the f c•rm of dir ect f inanci al assista nc e f or 
th e devel 0pmen t o_f a ir t rans p~1r te~t i on . 

The n~t r es ul t, is a co~)e ti t i ve system of tr ansp ,)r t a ti sin t }-1...at f ,)r al l 
p:r~ct,ica l plirp. oses lus elimi.~;.ted t he I!h'•nop::>l y el er::ent wric t1 cr-i.ar a cte riz ed 
this s egme nt of 0 \lr ec nn-1 1zy S ":'::iQ thirty )"ea rs a go . 
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Your Cabinet Con:llilittee has nroceeded fr om these fundamental 
pre.oises in its reappraisal of ~tional transportation policy: ~amely, 
that the transp ortation industry operates today in the general avnosphere 
of pervasive corrpetj _tion ; that adjustment of regulat ory progr:,m: and 
policies t o these competitive facts is long over - ~~e ; a~d t~v~ uhe 
r esto rati on and maintenance of a pr ogressive and 1.inanci~ly : vr::r::1g , .F ~'l- 1 c.. ~ 
system of co1ili~on carrier transp ori.a.tion is of paranount J7ilt~Orvan ce ~;;~ v~ 

the oubli c interest . ~ ~ - -
' ... . 

Alth ough it r ena ins true that there is so~e rail-b0 u nd traffi c 
and some wa.te r - bc,und traffic , the bulk of this traffic 
in the comrJBrcial sense even th 0ugh n~t directly an~ng 
the same points . 

• .J,. • t . is comevl. 1.ve -• • ca-:r·--1·1.ers serving 

' • • • ' • ' • .J,. • t. .:-he grnat Even where tnore is no aJ.rec~ in~s r-ccrr1Er c ~illpeui i on , v! - ~ 

developme nt of competitive indus trJ in various pe.rts of the count ry 
has placed indirect coripet itivc pressures on transp ort rates . For 
example , pr odu cer A may be inpelled t o ship all his . ·Jutput of, say, heavy 
s t ee l, int o a given m-1.rket by r ai l, but pr odu cer :S m?.)-be able t -:i r ea ch 
the scirne market by a l ov7er cost v.rater haul . Th e self - inte rest of the 
raj _l r oad se rving produce r A demands that transix ,rt 2.ti r:)n rat es be maintained 
l ow enc_,ugh t o e r1able 11.r0du cc r A t o C8mpete in th e na rk et . 

Such compet i ti 0n is not confin ed t o th e pr o.::tuct s of dif fer ent firms 
in a ei von inrlustry ; r ela ted in dust ri e s c~mpet e f ':lr ce r tain m .rkots in 
whic l1 r.\lt ern at iv c go ods a nr3 ser vic es □ay be substi t utab l e . A n ot a ble 
examr,l o 1.s c0n1pEJt i ti on ar:1c,ng f 1.1els such as coal , r12.tur al gas , a nd fue l 
c1il . Tl1us hi gh fr eig ht i-·::1tcs on r a il - b ·.lund CJal would <lirectly a ff e ct 
coo.l I s coi~ eti ti v e J>osi t io n, a nd r edu c e th e c~al tr a f fi c of r:-iany 
r ailt ·0a<is. 

In s l1ort , O<Jlnpetitive conciiti c,ns l1ave been su bs ti tuted -rrith the 
r.~r.-.1wth of l1e1.v f c1l'.·1n.s of tr ansp ort ,ati on f or most of the mc,nop0ly elerne nt in 
t ,hc r a i lr oat l ~11dus try wl1:i.ch in tl1 e past pr ompt~d sc• rrucr1 of our p r esen t 
tr a ns.11c>rt p ol1 cy, b oth r ogula t 0ry and pr om:::•ti onal . M::ir e::..iv er , the 
al t orn a ti vos of ship_r)ers are no l ong1Jr confined t :. the r egu l a ted corruilOn 
c~1r r i 0rs . Even c01np.r.ir r!ti vel jr small ship 1.>er s have the po .ss i bili ty t o . 
su bs ti tt li..a pr·i \rate tr a11spc~r tat i on f or at le ~st a part of their traffi c 
a nd t}1is c.,ppc-r t,1ni t, ) " of t.he sri.ipper al,vays stands in the 'b--.!ckgr ound as ' a 
~rtiI11ul~ t,._\ r t o the c-:)1;11nc,n carrie r ~nd e. s ar1 ul ti n -=:t.e reg 1,1l at cr o f 1-;p.at it 
can do in it s own int.ere st .. 
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d c- • ~ h 1 · · ~ of +.he tasks ·~vhich We do not fi .nd it possible t o e.t ine "'· e :ura.. 1.,S ..... 
these and othe r forms of trans p')rt sh ould perform in a tr2.ns p0 rtation 
system which best meets the nee ds of the public . On the c?ntrary > we _ 
belie ve that such a system , in th e f ~ce of rapidly , developing tech_:olo~ 
and a high rate of innovation , is to be achieved oP.ly by the exercise O.t 
a wide fre ed~m f or c0mpetitive e7.perimentati on -v~hich enables the _ . 
pur ch ase r of trans po rtati on t o a dapt hc.th service and co st opp ortunities 
to his own r eou ire illents . -

The Es s cn ti al i ty of Cor!llnon Carrier Trans;i 0rt.2.tion 

The public interest requires the r2.inte~2nce of a s ound and 
vigo r ous comr;ion carriGr tr e.nsi:,ort3.t i on se1·1Tice by all of the available 
mea ns of transport✓ each oper at ing rithin its res pe ctive ca~biliti~s 
and devel oping i n accordance with the in di c2.ted der::and f or its s omces . 
Su ch corr1..rno~ ca rrier service is indis pen sa ble , ~ret the fi ria.ncial po siti on 
'Jf some of the m:,.jor common :-.:-::i.rriers is precari ou s and they lack t.he mea ns 
to offer s uperi 0r service a:·1·.J t o ap ply tecr.u1 ol ogica.l a dvances 1"v"i th 
nesi r abl e ra pidity . 

Our nati ona l p olicy rJas not p r avi deri us v-.:-i th the best t r an sp ,,rt of 
whj.ch 1•10 ,J.re c:1pable, eit her in r::1te of technical deve l opme nt or in 
adju s tme nt of th e se veral t ypes of ca rri er t ~ thei r areas of greatest 
u se fulne:Js . Ib th the pr c5e nt f orce of c ,:,mpe ti .tion , including that fr om 
oth er tho.n cnrnmon ca rri er tr ansr )or ta ti on, a nd the unusua l nbli ga ti C'ns 
v1hich a r e pluced ur)on cornmnn ca rri ers a r gue f or r eli evi ng tl 1es 0 ca rri ers 
as f ar as poss :i.ble fr c)rn r cst r ,1in t s designed t o meet c -·nd i ti :,ns which h,::i.ve, 
1.r1 re ce nt y ,J:J.r-s , ei th e r disa 1y~·)eo r cd or t ioe n gr ca t ,ly al t 2r ed . 

\,Vi th so me exoo 1,::,ti nns , r egulat ed corru.non ca rri &r s a re; t c)day assailed 
by a lnrge a nd gr owing volu me of com~et it i 0n by exe~pt f er - hire carriers 
or pseud o C.:irri ers wh()Se ope r a•ti ons are lar g el y 8f op 1-i:,rt u nist ic criaro.cte r . 
'I'l1os 0 01Jer::1tions are conl'luct cd i,vi th out the:: necessit y t o publish r ates , wi. th 
.fr ou d:)m to disc J"imi11a te in rates and service , and vri th n:) obli g ati on to 
~~rve t ho go nor 3l public . This ty p e 0f op er ati on as it ms bc c~me more 
·m ue.s1.rr oa ti hns ope rat ed 11ot only t~..1 tr1e det r ine nt 0£ C:)G-::on ca r r i er 
t r .'.lnSJ)01~ta t i i•I1 of all types , but als o has i opeded the c,r ga rJi Ze d and 
offi cic•nt m;1rketing of man)r t: )'pas of coa'J.Oditi e s - pa r ticularly p r 0duc ts 
oi~ ag r i cul t .,1rc . The c0nti nui ng gi--0wth of t .h.i s ex erapt carri age c,1ri..not be 
t ·(:~mi t ted if tl1e N.:it i 0n is t o h:1ve a has.l t~.,. cci!r::c,n carrie r in dust ry .,,,hi ch 
a :fc, r ds adeqt1a te n2.ti 0n\tide t.ra nspo rt at i :-r:., a de qu at e f :ir 0 ur nee ds oo th in 
J. · c 1 c e a ~1d i n v; .:ir • 

-· -- · ai s 1 ,"" t h - ... · ... · ~ 
.n , l a pp r ~ 0 _ .e e1 i. l c1 e·nc: ... - 01. ;-resen--c a nc ;:-r ~r c sed t ra ·ns pJ :rt a ti c n 

:;:ic-licy t o , r :-n:.'-'te th::: s t r enf't h 0f t ri. s ::2ti J !: f 8r de f 2n se re qui r es , f i r st 
s·~-!:1--3 anal)·sis o f tha ~-r ;::,bable util i ty 2)f an:: t urden to "be -:-)13.c ed u::>on ' 
~:?.ch f c·r ~ of tr anspo r ·t in th e ev ent of f'l17 l n-nc,ilizati on o~ ?;~r . ~-1 th '".•t.:.~h 
we r:ay e.Y.pect t hat all - ,:-\ut inv (,lv e.::.ent will ~-eate a t w~,- fr :>nt ~ ;::;r wi th .., 
s ·,.c-c f arn.i l i ar aspects , we r:ust a l so .fully e)Qect tha t in such 2r~ even t 
the C

1')ntinent.a l Urd.t ed St ~tes will b e placed un ,je :r hea ~\11- a t ~ ck ::..rjd will 
st1st.1in sc•1~re da.:rsge b-:-,th t.o its ir. ,1us tr i al i.,r c-1u cti ~')n c.r}d to i :.s 
tr,nspc, rt f aci li tie s ,. Hence w~ o::s t e:xpe ct t .:) f ~ce a si t us.ti ::>n ·v..,-lth "'\ut 
;.:r e~1en t in 01u- ~i.:s~ ry and v..-:ith cut li mit. ed experic~ rice a t ·r oad which J-.as 
't:1:-an n g on ccr- P~U::nt1. a l p:rubl e . .-~. 
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The possible effects of attack upon the United States in reduced 
. t t nno+ b~ ~o- ecast . pro duction potential and in effect. upon r~n~ por ~. v - - .~ D - t 

Alth 0ugh they are potentially severe , pr8vision must. oe made~~ sup io ~ 
vrith tr ans port our full econ omic capability with out all ow-a.rice ror 
r edu cti ons i mposed by atta ck . 

A gene r al transp ort ati on policy does not concern.~tsel~ :~t? 
numerical ca~ac i ty pro blems . It seeks rather t o pr ovide weignt. in . 
th e directi o~s }m,.wn to be re ouis ite f or a satisfact ory defense po5 t.ure . 
In that c•Jnte xt tw o prir.iary objectives may be noted: (1) t o empha~i ~e 
t he gr o--vth a nd devel ·"Jpment of the seve ral f .JrBS of trans ps rt s ome·1\."fl..at. 

in a cc or d wi th the prop orti ~nal dewa.nds that defense rill nake up 8n 
th em, and (2) t o supp0rt th e ir fina ncial well - beinf; t o the end that they 
will be phys ically in excellent shape an d po ssesse d of 2 desi r ab le 
D exibil i.ty a nd s ome de gr ee of excess capaci ty . ThE: c.bverse is that 
a policy unde r which the trans portati on enterprise s ge Derally live in 
pr eca r i ous fin an ci al p0s iti on is not a polic-f calc ul~ted t o enhan ce 
our pr epare dness . Simil a rly, a pol i cy ~vhich has the effec t of stead ily 
wea kening any form of tr an s port ati on on which we must place rua.jor 
r el i a r1ce i n t he event of vrar is n,)t a satis fac t or·v de f en se po li cv . 

~ ~ ~ 

As will a11r,e.-:1r ciur 1,r cse nt pol i cy su f fe rs fr om bc.th thes e de fici en cies . 

/ll l in rlicati r:)ns r)oint t o tl1e f a ct tb.at it will be nece ss.::.ry f or the 
railr o.'.l.ds t o a l-1scJr b virtu ally all of the ant i cipat ed in~ r e3.se in dc inestic 
t,rnf f i c r.ind in arJc1i t io n t ake on subs t antial div erte d l oads i n th e f a ce of 
ccJnrJ1,t1.c1r1s whj ch pr event any J112teria l ex-pansi on 0f thGi r prlJ·sical pl a nt ·~ 
or equi pment because of the compet i ti on of hl gh er pr i or ity i t erns f or Q~-.;,t>1 u ~"' 
avn:il tll)le m1tc 1.~ial s and pr oducti ve ca 1"'acity . ,! ~ 

0 .. ~ 

In th e fac o of t }1ese 0xpe ctati 0ns , t he exte nt t ~ whi ch the r a i lr ~'a.~!! '' '"'' 
in rlustry has c1ecli necJ i n its share of the t 0t3. l tra nsD1 rt l oad in rece nt 

• 

y o wr£i gi vos Cl.lllSe for s eri ous concern . A.l th :.ugh the r-·resent r elat ive 
c:1nt1"i11Uti t111 c)f th e 1~~11r•oad s t o t c1ta l t r ansp or ta ti on volume is no t 
gr ently (jj_ff er ent t lm n tl1 e ir 19LO contri but i on , there is no t t oday t r1e 
s urr )l 11s 0! m()ti vo 11c,,vei-· and r ol linf; st ock ,vhich ch ar act e r ized th e 1940 
po siti c)n , .1nc1 tl1is c,"'nstitut .es a rr.ejor and significant c iffer ence in the 
si tuati on n t)W as cr·rnpa.r dd V\11.tl1 the ba se fr om ,·,hich ,·1& la11nched c,ur 
p artioi1-1at i on i n t he S ac ._-1nd War. 
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The Subsidy Probl em 

Ther e has been much contr oversy a s t o whethe r some of these 
aids constit ute ~ubsidy and, if so , in what degree . It is certain, 
however, that pr ogram s such as th e Federal pr ovisi on of t oll-fr ee 
ri-v er and harb or iuqtrovements do es ta blish an elenent of competitive 
inequality which is gener ally unfavo ra ble to the ra ilroads . Mor eove r, 
they have th e eff e ct of freai ng mot or, water, and air carrie r s very 
l a r gely fr om fix ed investf:len t in a parmanent way and thereby :oaterially 
al tering the cost chara ct eri stics of th ese forms of trans portati on. 
This a ff ords them a fl exibi l ity which does not eri.st i n the railr oad 
industry , f or gover nment has lar gely a cce pted the f ix ed costs ass ociated 
with t:1eir ba s ic plant . 

When, in the f a ce of this situation , r a ilr c-2ds are in c~ns i de rable 
pa rt barr ed fr o:n gi vin g eff ect to their prim2.ry eccn -::>cic ad-vantag e - that 
of l or.- cos t, l arge - scale tr ans port at i on over relativ el y l ong distan ces - the 
public is depriv ed of a cc es s to a good p;:_rt of the C-2.J:.'3.bilities of thi s 
tYJ?e of ca rri er. In turn , the carriers are de;,ri ved of an earning power 
which woul d enable them t o keep their plants abr ea st of m~dern t e chnol ogy . 
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II RECOI1i1EJ\Jl)ED ACTIOtJS 

The ma·or obj ective s of th e following r eco mmended acti ons 
r evi sion s 0 j publi c poli cy aff ec t i ng t r ansportation are : 

and 

• • • on c0mnetitive f orces of tra nspor t ati on 1 . 
and r ate 

I nc rease d r elian ce 
making in or der : 

.. 

(a) 
unde r a 

to have transpo r t atio n ent erp rises fu nct i on 
sys tem of dynamic co opeti t i on wriich 1-ri 11 spe ed 

t ~ - .. .&'-up technica l i nnovat i0n and f os t er t he aev e~opment m 
new r at e and se rvic e concep ts ; 

(b) t o enabl e ea ch f orm of t r 2.nsport fr eel y t o 
r efl ect its abil i t i es i n the marY.et by aggr es sive 
cxner i mentati on in r a t es and s er vice in or der to • 
demons tr at e t o the f ul l its poss i bili t ies f or s en ""ice 
to th e shi ppi ng a--id tr avel i11g public . 

2. Mai nt enance of a moicrni zed 2nd fin anci iilly str ong sys te m 
of common carri e r tr ans port 2.ti or1. 

3. '8y cncour ngi ng i ncr e ase d e ffi cie ncy i n car r i er r.ianagement , 
to pr oduce sig nii 'i c;;,1nt econ omi c s in the pc r f or m&nce of al l tr ans po r t at i on 
se r vices ,...,hi ch , amorig ot l1er t hin"';S, wotlld giv e th o ul ti in~ te co nsumer the 
bc nef i t of ·th e l ov.ros t poss :i.bl c tr ansp ort ation cos ts . 

w. And, f in All y , t o guarnn t ee t hat t ho n~ti onal se curity wil l 
never be j eopnr dizcd by an i neff ic i ent t r anspo r tat ion syst em duri ng 
wrtr or dof onso mobi liza •t io n . 

Dccl ,1ra ti on of folicz 

The f i r s t nnd ess ontial step i n the r ecom:n2ndcd ?rog r am is 
r ('v:i s i or) of t l1e dee lo.ra t io n of ".)OlicJr i n t he I nte r state CO:'lmer c e Ja_ct 
t o alt ar its t.one and t o elimin.'.'!te l r...nguage whi ch has been ur odJ1ctive 
of z0 v0r 0 :rest:r Rint upon co!Tipi;ti ti ve ra t.e and ser\'"ic e experimenta t io n 
by th e se veral typ v s of t r ans por tcit i on subjec t t o t he act . 

The pr ~se 11t docl .: r a t-ion of D,Jli cv r c-2.~ 2s , 011 .-..•rs · 
- &. - - v V.: • 
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The decl&rati on of o --ilicy sh0u ld be revised to J'Tlc-'lke it clea r 
that C :)fllm~n Cc'll'rie r s are· to be penni tted f r eedor-1, short 0 ! :•v~rt . 
discrininatory oractices to utilize thei r ecJn~mic capabilitie~ li1 
the compet itive · pricing ~f their servi ce and that i..n all regul aL•)ry 
matters the Commissio n i s exoected to act as an adjudicat~r , not a 

• 

busin ess manager • 

Such a revi s ed decla rati on rn.ight r ead subst~'1tiaJ ll'- as f oll 01.-;s : 

11It is r1er eb y decl2.red t o be the n2.ti ~nal transp ort2ti 0n p:::,l-i cy 
of t he Cong ress t o e n.c nure.ge the ;;1='!.Yilri'.l.rn of comp-a ti ti v~ fre ec ')ffi f :}r 
each form of tr~nsp ,:1rtf!ti, Jn to s.errJonst r a te its potential t -J the ?ub lic 

• • in sGrvice 2.nd in r2.tes , &.1bjcct ')nly to the pro -,..-iso th:lt. !'! ·:) car:rie r 
s h all cr e ate unjust discrirnin a ti .:ns n or u..ndue prefer3nces :Jr adv anta ges , 

• 

n'Jr sr12.ll any c:J.rrier pl ~ce in effe ct r=!tes i-ihi ch fa;i. l tr , c~,ver the -\i:>~-ti -t -o--~ 
direc t asce rtain able c~st of pr oducing t:1e se1·vl.ce to which thE: r:i.te . ~'(- .r-<; 

applies . = I 
11Rcgul~ti :in 0f nll mode s ·) f transp ortati ')n s,.1bject t o th e 

p r rJvi Si ",ns of t hio 3ct sha ll be f~ir o.nd imp,:::.r tia l arid 2.prli c ::i '.:Inly 
t ·:, t,r1e oxt ent r cqi1ir ed f t>r th e ~r '"'te cti Jn of t he gene ral pub lic in d 
wi t r.out exc mpti r,n fc1r comm~.• li tic~ 0r pr.rtic uln. r cl e.sse s of tr aff ic , 
but pr 'Jt ec t :lng b r,nn f ide p1~i v nte carri ~e;e . 

11A11 of th e p r ovi si0 ns -:>f this a ct 211d oth e r a cts affecting 
t r a.nsp ort a t.i •1n shall b e int e r·pr otcd , ndmini s t 2r ed , an:! onf :Jrc 0d ~1"i th 
o. vi ew to Cf.lrryi ng out t!'le cb-: ve de cl nr ati :)n 'Jf p .:ilic:)r . 11 

Fc-'r Ctins i s t encJr With t he decl:.: r a ti on su gcc st ed ~b)ve , secti':, n 
500 c,f th e Tr ansr· )rt ~ti "n _.\ct, 1920 ,~ / sh"Juld be rep eal0d in )rc.s r t o 
olimin r·.t.c nn exr)?'o ss i Jn of i n t en t r,a rtici.J.l arly t o f .J~t e r t:r.!inso :irt n ti --n 
by wnto r . · 

Incron nod :Reli a nc e 0 n Competi ti VG F~:rces in Rat-e Me.kir:.g 
c0ns ti tute s t he c :)r r.cr - s t ~'!1G ,:,f ~ r.:r:ide rP.i zec. r ec:ul ::1t or y 

2/ • ! u . 
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With the changed character of transport organization aDd th e~ 
· t d d 1 ~ d se ....... ;; c 0 a..r1d cos v d.evelonment of pe rvasive regula e an uri...regu a~e -'-v_ :- .... • 

competition for traffic (coup~ed wi.th extensive govern.'Tlent. 11.na.'1cing 
of highv1ay, v1aterway , and aviation facilities) , ~here ~s no lon,g~r a 
need in the publi c interest to continue these ra~e con~rols, suoJect 
to certain exceotions , if the Nation is to h2ve a healthy common , 
ca rrier industry , and to l1elp assure the most economic use aDd needea 
dev el onment of our tran sp ort capacity . -

The value of s ervice todc.y for any method of tra~sport is in roo~t 
instances fixed by th e rates of CO;.ipetitnrs or by the cost at which ~he 
servi ce c~n be priv ~tely performed by the shipper . bs there a~e 
differer1ces in trie quality of service and in the 2nci 112.rjr costs to 

• ttJ.C sh i ppe r , forms of transport whicr! r.iav~ iri...ferior se1 ·vice or s cr,TJ.ce 
attended by additiona l costs borne by the s hipp e;r directl ~- m:ist hava a 
cos t adva ntage 'l-Ihich is r eflecte d: in tne ra t e to secure b~1si nc ss . . •.;~ :.. c 
Alth tJUgh it was one of the objectives of the en~ct n8n t of the Motor 1:.~ "' 

• • Carrier Act in 1935 to secure 2 controlled tr2nsition tJ~a.rd 2 cost ~~ 
of - s : rvice rate s tructure, this obj e ctive has not been at ta i!=d. 

.{Jtl l 

/lllaly sis of r ailr ·oad cos t and r 2.w r e lat ionsr1 ips in !jic2tcs t 1"1at 
th e:; railro,ws ~,ave :i pr onounced cost supe ri or ity 0-1.rer truck t.r anspo rtr.ltion 
on volume movem c:11ts OVDr longe r dist2..i.'1ces . On the c,t.h e r ~:1.nd, t rt1c k 
transportatio n , bo th fr 0m a servj_cc 2nd c<JSt stand;,oint , has equally 
m2.rlc0d r,dv.-?.r1tagcs in tho shorter :n·)vem·:::nts , ~nd fo r s ::,:nc t)---pC of 
c OlT',.'ilOdi tie 3 r1as a cc,st 1dv.s.ntage fo r inte r medi ate dis tan cos . 1101•J1J\rcr, 

analys i~ of t,he r n t ~- cost r el~ t.i "Jns l1ios unde r w}ri.ch t r affi c is 
di!.;trib11 tcd as bctwo c,n rail ?.nd truck disclose s striking inc onsistencies 
and tJ.n o::.;suntially unhc,1lthjr si t ua ti on for which rogul :.:-_tic ·n i s at l e a s t 
partly 1~cspon8ib l e . 
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· · t re"' c...,,., be 
Hence it is proposed to con ti nue regulatory authori. -r,y O ? ~ .1. ~ 

rrrinimu.~ r ates of carriers subj ect to the Interstate Commerce Act in 
th

e 
place of those found to be uru' e asonably low because not compensat~ry 

(rates which fail to cover the direct ascertainable cost of prod~cin~. 
the se r\rice to which the rate app lies) and to pres cribe a rel~t:i ons m..J: 
of r ates which would avoid unjust d;scriJnination or undue preierence in 

• I • • 

the even t the latte r are foun d to characterize any ex:is~ing rat.e 
rel ~ti onship . This would include the relations ~ip of rates to be 
naintained a3 between intrastate and interstate co~~Brce where st~te 
·colllfiD s sion h 2 VE: presc rib ed a basis of intrastate rates ·tihich is 
inconsist,ent "Tith the basis current ly in f orce on interstate tr::l.ffic 
in a deg r e e shown to b'..l!'den inte r sta te corn.,-n~rce . T1·e a~.1th01'i ty to 
or es cribe maximum r ates 1,1oul1 b8 de leted from the act to geti1 er '.;ith . -
the concept of the r easonable mc.xim11m r ~~e . In thB ~bsc~ce or · 
autho rity to fix ~aximum r2 tes , t~ e neces3ity [o r the rul e of ~gte 
m0king la rg e ly disappears . 

' ' .. 

--
\.-

... 
~ 

• • -~ 
..? 

,;:r 
~ 

t • ... 
Basi c revi sions of 

effe ct t hese changes . ii 
the Interst~te Commerce Act 2re r eq uir ed to V' 

~g\ ~ 

(b ) Sus12ensio_~ po '.-1er~. T}1e po,..;er ::,f sus pe ns ion :!:'reql1e!1tl y ~2.s 
beon use d by cornpcting ca r r·icrs r:iere ly to de lay decisi ons . i-to:-c r)ver, 
t he s t,indards \-ll1i ch have b een dcrv-c loped t o dc t e roine t~B 1 ;..,.;ful.i1~ss 
of s us _rJe nde d 3ch e dul es h,::i ve oe c ~m•3 un:luly re str icti ,r13, holding t ~1e 
cRrr iw r o to th e ncoting of c on'7et i tio n 0 11ly 2nd l a r ge ly de n~-:i.11g t h0m 
·th e r1.r,ht to gi ve ei ' i 'ec t t o th eir full e c onomi c cnpc.bi li t i cs . I :1 ord e r 
t o l"c rn 1dy Lhi s si tu.a tion we r e c )!71.J"ilend thr1t tho pe rtin e nt p r ovi~i o;1S of 
th u In te r r,t at,e Com.,erce 1\ct be r'lo·.lifie d to pr ovi de t !1at r)r noos cd 
sc hJ tiul e s s ha 11 l1e subjec t t o :Al S0•:nsion on.ly in the c~se oi' ":>r 0Dt)Se d 
r od11ced i::-tto s nnd only i f it 2 1)!)8, 'll'S t o t.he Corr.11'i ssic n that :u/ . -

1 . Thr:! r:.-itcs pr opose d, or S ,ifl1G of th em, f a ll be l ow tr 1i..: direc t 
11scr ,rt ri.inub l a Cl1St of pe 1~forrni11g tl1e service t o whi c h i t i s pr op os e d 
t o n.pf)ly th em., or t l1a t 

-£! I . I - s ect ,i •:>n.s 216 ( g) , 
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. "'h ~te . ,'"'uld cr e ate uI1due 2 the carrie r or carri e rs proposing v e r 0 v . .,, - • - ,. .1.. 
• . d • - 1 ar b ... sis cl raves 

pr efe rence by its or th eir fail'.lre t o exr,en a SJ.Jil..J._ -.1..-~·. It 
t o 0 1~ces similarly circUJ'TlStanced with ref erence t o c Qmpe ulvJ. 8~ • . t 
is f;t her p~oposed that the bcrden of Dronf be shifted t o pr ~ e s~nn 5 

d - d t . h r-10n"'hs th o ra ves and that th e susp ensi on period be re uce . :i t,.lI'ee · · v ! .... . , . 
• • • • .1.. • ~ .. hi s pe rJ oo 1.n t c, be come aut omatically eff ec t,i ve at the expira t,J..')n o.1. '-' - -

t he nbsen ce 0f rr decision and ~rd.er . 

We r eccmmend that the Bur~au of Accounts , C~st Fin ~;ng an~ 
Valu a ti ,:,n :,f the ICC be st:-e ngthened t o t!l e full e}:tent nece s~ar·,r f 2r 
it t 'J cc::.rry an its studios an d 2'.'cscarcr I 8n t r 2.r1sp::.rta t i c n c 05 -r;~ t.'J 

. "" t. ;:, . 54- C - !,rn- ti .1...: "n ; n r,h e -:,r :::,v i.de cur r e nt 1n.1 :,rm~ l -) n _ or ;13::is urJ. r?g c o "' ·~·,,,,v~ - v .!. ., .. _ -- --

tr ansoor tati on fi eld and in .:.ir: ler t r, f'i rm a b e.sis f .'Jr th9 C)2i--j_s si on I s 
• 

juG.ooment of v1hat C')nstitute .s co::ipensat ::iry rates. 

. .1..h . th TCc r ~n,-; n-~n s •1 f' In adrJiti on, .,,.rr.; r e co!il.Jrie!"l~ t., .at. _ e _ s r es01.!1'c es .:::.1 ;.- • :::...c .. . • -

cieve l e>ping current inf or m2.ti :in c 0vering traJ1sp ,.:irt .')pe r c?.t i ons ~~d t! _1e 
m·)vcr.11Jnt of tr affic be stren;t hc ned . This lr,..nowledge is ess211t.i al i.f 
th9 CJrnmissi on i s t o effectiv ely c;_u-ry out its ~eccs sary re;ul~ t~ r Jr 
fw1cti 0ns . 

(c) We r ecommend r e~ea l of the l ong- and shJ rt - ha ul cl ausa of 
the Int er s t ate ~r,mrnerc e A"ct • .2fExc ept en th e C0!7'Jn.ission 1 s specia l 
uuth ority . usuall y af te r a hca rin c - th e r 2i lr oa~ f or yea rs hnve 
b(:en pr e:vent,ed fr om pr acticin i;; what have eene r ally be e n r cga 1~ed as 
S}Jecif ic f onns of pr ef e r ence and pr ejudice , i. e ., the char ging of a 
lower rate fr om A t o C th a n f r om A t o th e i nt er nedia t s B, 0r the 
cha r g111g <)f a l1ig h0r r nt e fr om ,\ t o C tha n the agg r ega te 0f t he 
in t 0rmocli '! t c r nt es A. t o B a nd B t o C. 

Those r.1r t)hibiti on!. mie l1t bo justified if t '·e r e 1>1ero 
f Jr tl) fs r ,iilr ()ads t <i mee t t,r t .hc c c)mpe t i ti -:-n wer e 8Venly 
-1.mo11e t heir s·tnti cins and eq1.1r11ly pn t ent at each . 

-

L.. / ,,. , 
6/ -
7/ -

,..r·r,r+ r.-~ - ' .., :') • . • '!10 'c ·--- ..1. I.,. .... . .. !,, • 

A t •t• no c ,,mne i 1. ··,n -
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A Modernized a-nd Financially Str ong System of Corrunon Carrie r 
fransportation Must be Maintai ned - . 

· d ""he har d 
Historically , corrtf:1on carrier serv-:ice has been recognize as u •• 

core of our t r ansportation system. Yet , in recent yea r s th~re have been 
a number of devel opments that hz.ve witig~ ted against ~~e . :.ai~tenance of 
a fi ran~ial ly st rong system of corJraon c?.rrie r transpor~~ion . 

J..rr~ng such devel opments are the rapid growth of privately operated 
fleets of trucks by indu stry and agriculture., the relatively u...11regulated 
st 2tu s of contr act carrie r ser-.rice, statutory ex empti on of the 
transportation of various commodities from the r egulatory controls 
impose d on common carriers and the practice of trip - le-2.sing raotor 
v ehicles ~ All of th ese devel opmenta have had the effect o~ diverting 
profit able sour ces of tr affic from the · cornmon carriers . To this must 
be added th e large deficits r esu lting from the enf orc ed r::2aintenance 
of unprofi t abl e pass enger ser vices by the railr oads . 

l&lnifes tly , if we ar 8 t o have a sound and fina nci all y str ong co:o.rnqn 
car r io r t r ans port syste m so necessary to the continue~ expa nsi on of our 
nati or1~l econ omy and th e even greate r ne ed dur ing emerg en ci es, pol icy 
r evieic,ns must b e rn,1de t o r educ e or entir el y el iminate these elc□c~nts .--::---.... 
of tr 1e tr ,1.neport a t io n system which t end t o und er mine th e a bility of _.~:~,, 1... t"¼; 
conunr,n carri ors to perf orm th eir obl i ga ti ons~ To this end we ra ke t h e·~~ Q • 

' - :I 

foll owing r ocommcndati ons : '\.~ ~ ," 
/..J. \ ---, .. , . ___ ,,. 

(a) Priy at ~ carri ag~. We r ecommon~ th ~t par t II of th e Inte r sta te • 
Commer co Act ~/ shol.il.d be r evi se d to exclud o fr om the privat e car r ie r 
c.:-~tego :r·y al l car ri er s ,vhic h p erf orm any transp ort ation f or componsa ti on , 
including carri ors v.il1ich purch 3.se com"!loditi e s only f or transportat i on 
o.nd s1Jbso que nt snlo ~ St.ate d ano th er way , priv a te truck ope r ::1ti ons 
s hould be li mi t ad t o t,he distr ibu tion of th e c,·mer ts pr oduct s and suool i e s 
fr om pl a nts , tho distri buti .on cente rs, and the r etu r n haul of matE:ri ais 
to b0 ,1so d in his O\\'Tl operat i on ~ 

A pr imsry probl am in t .r a11sp~r t~t i on a t p r ~sen t conce!'ns the 
infr irttcme nt or 1-1riv.1t~ carr~ :-l'S :1pon th e fi eld of cor.7"",on carriage 
a r1d the n ee d f 1-:ir r emedia l act.io:1 in the f or o of nore ef fe cti ve 
r egula ti on of priv~te c~rr iers er ana ctr cn t o~ 1~0; ~1~~ion • ~ 0·-1,· - ~ ~ - - ---c- - - -u - tA.l ~ _nta ~e 
~c):re :Jdequatel y i,ho pr cper pl ace an d st ~tus of su ch c:=--rriers ·. 

"8/ sec ti cn ~03 (a) (l 7· y~ --
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(b) Contract carriers . The definition of 0 contract carrier 
by motor vehicle" and contract carrier · by water pr ovided i?, t?e , 
Interst ate Connnerce Act sh 8uld be sharpened to make clear t,nat, such 
carriers are of a specialize d nature to the extent tli..at ~~ey ~learly 
subst i tute f or a f ea s ibl e private carrier operati on and -r.nat t.hey d.o 
not perf orm s ervices v1hicl1 would ordi narily be und 7rtake~ by co~n 
carri ers. 9/ Pr ovisi on sh ould be r:~de f or conversi ?n, a~t~~~? e~7 -ng , 
of exi st ing cont r a ct carri er p ermits t o co:7inon carrier cert,l..Ll.Ca~~s 
where the carri ag e is not tmt of a con tract c:rrrier as above deii~e~ , , 

· · · · · · · so ~ c, -f, ea and vrher e th e hold er of the pe rmit r:2.kes a pp li ca t.1.on Til.t.D..in a _ c: -- -

t ime and. sh ows that he is eng ~ged in bona fide tra ns portati on f or hire 
which is not cQntr a ct carriage as so dafined . 

To further as sure that the oot or contract carri ~r will operate in 
its appr opri a t e r ole in the trc:insp ortati on syste m, p;:....rt II of tl1e Interstate 
Commerc e Act sh ould be amended to require th e filing and pub licati ~•n ~Y::·t--c 
cor1t r a ct ca rriers of actual r ates , ch3.rges , an d re gulati ons aff ect1.~ .;..;~· -.rit,,-:,-

tr aris port ati on und er tr 1eir c0ntracts or the pu t licati ,::n c f th ose , :~ : 
cr>rit r a ct s in entir ety at tri eir opti on . 10/ -:·_~ "' 

' ----The fJUr pose of the se r ec ommendat i ons is t o pr ote ct comr::i::.'n ca rri ers 
a(;ai ns t C(,r1t r :lc t c:1rr i cr s wh0 a r e i n e ff e ct engabed i n c or.1.lj}on crr ri er 
or)er ati <1n vd th ')ut havi ng had t o dem0ns tr ~te the "pub l i c convenie nce 
i:inrl necessi ty " of t he s ervic e off er ed . 

Thur e has dovel opod an :.ir ea of conflict be t v;ee n ce rt a in m'.)t or 
c ontra ct ca:r·rio r s a nd compet i ng r a il a nd m1""'t or c oo."!l""'Il car r iG rs over 
,vhe:th er th e cnnt r ac t c,1rr i0 r s ar e n:)t, i n U1.any in s t a nces , actu ally 
per f r,rmi ng a co111J11on carr i or s e:r vi.ce . Thes e ccintr a ct c.=.rr i er s a r e 
t aki ng subs t a11ti nl l:-il ock s of tr a ff i c i n thei r se rvice :ITeas thr ; ur;h 
EJXCODSi VO numticr s of s hip r>er ccint r ac t s c , risti tut i ng i n e ff e ct c.::imm win 
carri ar,e . The pr cr\Tisi ons of pa rt I I of t he I nt er state CoraJnE:rc e lict 
;tl th l"OSpoct t o µ11bli c;it ,i on of r at e s are a l so m;:-,r e l eni ent t c, c :::ritr :3.ct 
th a n t o c 0 rnmc>n carr i er s . The f ormer a r e r aqu i r ed only t ::> p ns t t r15ir 
r.d.nlmurn r .'.'lt os in cont r.:..,s t t :-> t he requi r amcn t t!12.t a ct ual r :3.t es of 
c : t1lffi,,n ca rr i er s. bo publ i s hed. Due t o this dispa r ity it i s not D::ssib le 
f or C()ffill\.')n ca r r i ers t o cornpat e ef f e cti vel y be cau s e th eJr ri..a.v e n o- E03.ns 
of dOt l)l' mini nG th e rrct.u3.l I·a t .e ch:.r ged Mr C:>n +.r ' ct,· ,..-,rri ers - """'r • ~ · t hi 

• • • • U ._'y ~ - .., _ C::. ~ - - • !- vr . , 8 
r easo n~ c0r.un:""ln co.rr 1er . 1=-it.er csr,s a dvocate i"\'i. t h good r eas on t ri..a.t t he 
Inturst.a t o C:-1r1r.~rc c Ac..:. sh -:-,ul d be ane nded t o r ::)nu'i -re ~ h,-:, ~h,, • t · · - · al . . . - t::'--;i -- v-= pu 1_'.Ll. Ca l C.•n 
of a ct, 1. ra t.es ch:.r gled t, :) 0 et.l'.ier -;,..'i t.h +h e c.-.n+ .... a ..... t,' 5 ~ - ~h 
d i t

. f t h t) - ~ - "' ·· - ... i 1.1.1. "' 1-1!1'.J o '-'--&r 
cs c1· l) 1. ... ·,ns o. ·. e s l?.r \.'i.c cs t ei b!:, r end~ .... ..-.a ~0v c ,....n~r =- t,' • 

--

4 

! c ,L t..: cf - · ~ u - C c~rr2E:rs . 

(c ) 

9/ Secti ons 
=-r./ s- .J. - •• J._ v - ?.:.. C v l. 1.., r, 
-iIT,/ Section 
~ • I s • • t ~ I ecti c n - , -· -' 

303 (b ) 
3o6 (e) 

eXe!..pti : n . 11 / 

cf th ,~ -... Int ersta+ ..,e c ~ · Ot".::ic._ .... ce ·-'.) :r t }1 e · · .,;. - l">-C't • 
Act . 
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Bot h r ailro a ds and many c omn1on .... carr'i .ers by ~' :~er ~ontend that t~:i r 
competing s e r vice in the car r i ag e .0 1 bulk commodiv i ~s is fully r~gul ~ ved , 
i ncluding t!1e r e q1Ji..r en ent tha t act,u al r ates be publ i shed . . Bulk . . ,at: ~ ; 
carriers in exempt ope r ation s , on the oth er hand, re c d n~t, pub lish ~ne:i.r 
r at es and are able to obtain competi tive traf f i c by quot 1.r1g l o· .. 1er tn an t~ e . 
pu'oli shed r ate . Common c arri ers by 'i1at er contend t hat if t hey are to obtain 
the benefit s of t he exempti on they must segr egat e t heir t ows t o exc lu de non
exempt commoditi es . Th.is p r ocedure i s of t: n i..m~oss~ble , i~ whi c~ c~s eLt hey 
must ouote publi she d r ates wi th th~ risk 01 l os i ng t he busine ss uO ano~~er 
carri~ r auoti ng a secre t exempt r ~te . I t is cl:1iJ-ned t hat confor !id.ty "int.h 
the requir ement s f or exemption results i n op~ r at ing in effici enc ie s su ch as 
smalle r tov1s , J.nd poo r e r se r vice to some s hipp-e r s . 

(d) FrGight fo rwar der 2ssoc i2 t i ons . We rec or;-;.-e nd revisi on of part I V 
of th 0 Inte r state Comnerce Act to el i mina t e t he com.r.1odit y exep.ptio n cons ist ent 
with the propose d r educ ti on of th i s a r ea of ex~.wpti on url<ler pa rt II of th e 
a ct . 'We a lso r ecommend e li minat i on of t he nr •:)v-i sion ;..~ich exemnt s fr om - -
r egul: 1tion shipp e r or s r1ippe r ass ~ci 2. t ions i nvo l ved in consalid=. ti. on or 
di s tributio n of volum e fr eig ht on a non- pr ofit ba sis fo r the ou..rposc of 
se curin g l ov1er r a t es . The as .soci ~-.t i ons in quest i on , al though te r rn-8d no n
p rofit ., in fa ct ab s orb cos t s 1--rhich inclu de o-v&r hea d, and the eA--pensc s 
i nvo lv ed go beyo nd t hose paid t o ;.: c:::.rr ie r . In effe ct , this excm:::iti on oper,.s 
thr.:, ~ .. 1ay to c stabli s hrrient of non- r cJgul:].ted f c,ri,.:arding e:it e rpri!-'.ie s , 13/ 

. 

(e ) Agri~ultura l exc~pti ons . We r ecom end ancndmcnt 0f t~e Int cr st3 ½{~\ o t ~ 

CoJT1J7Cr co Act t n 0Ifmir 1atc th e m:Jt 0r c a rrie r c oP1J110 ::lity ex enpti- :,n , exc ept :t'trr "'~ 
~ : 1na f i de ~riv .1t c tr Rnsp ortn t io n of t~ ~i r 0 1,,1n products and su pp li e s by ~ ,·. . } 
:! tU 1 rrlE:r:J , f i:Jhe rmon, rtnd b r cc doi·s nf livestoc k . I L/ · AJw•~" 

i\ G th o cxemrJti on 110 w st .:1nds , :ul int er s tate c arriage of cornnodi ti e s 
de t c r1nir1od by Lhe Corirniss i, , n t o b0 exe mpt m:-.i.y b e car r ied by a ny 111.Jto r 
cn.rr i c ~ ,.fi t l1out r egul t1 ti 0n of a11y ki nd , except f or ')bse r v ~nce of the s.:1fet y 
pr evi s i ons of t l10 I 11tc1~s t n t c Cornr1e rce ,\ct . Vehicles carrying excmYJt c0 m
modi t,i e s , nft0 r t hey l1ave discl1 nrg Gd thei r exe mpt cargo , may be us~d by 
c<..>r t ifi c r.Le d ca r ri er s i n th e ir ro gul r1..r auth o rized ope r ati ·~)ns , 1)r if c•1rJned 
by non- co rtific a t.od car r i e rs Lhcy r.1ay be le ased t o ce r ti fic ?.te ,j c arric rs 
1·or t l D? i n t l, ei r . sc he dul ed t1p e 1'.:1 ti ) ns . In the haulage : .. f exer.rpt c -:imr1,)di. ties 
th er e 1s no ~-c qu i rement tt ) publish or m2.k e public r2tes chrtl"gad q r r.1=:int:1in 
n:t >d mum ~•r m:i. nimum r :.1 t.e s . 
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(f) Trip l easin g. We r ecot'lr.lend add iti on t o part II of the ac~ 
pr ovisi on t hat common or cont ract mot or ~arri ers may augment their 

a • t by th e le ase of vePJ. cles pr ovided t hat such leas es are f or a 
equ1.pmen d .... th t ha. ch 1P~ sed peri od not l ess than t hi rty days an.d pr ovid e 1 ur er . i. 't su ..-c. 

vehicl es must be , during the t erm of th e lease, excl~ s~vel! and~ 
continu ously under contr ol of th e lessee. Such pr ovisi ~~ l.~ no v t ~ 
r ohl.bit th e int erc hange of non-powered trailers or se:11-~r:ilers b~t wee~ 

~ot or common carri ers under j us t a nd r eas onable pr ovisi on 1or compensati on 
per die m or upon mileage . 

Tr ip l easing is the pr a ct ic e under w1::ich au~hor~ zed mot~: ~riers 
utili ze equion ent which they do n~t ovm, 1re quen~l y in opera ~i on oey~nd 
their auth (•r i zed t Br rit ory. The IC C has bee n haq:>ere d in the det ecti ~n 
of su ch unlavrful t r ansportat i on by t he abs ence of appr opriate r egulat1 8ns 

1 · d ' . ~-r. l +:v ; s gover ning l ease and in t er ch2.nge pr actices. A re_ a ue a ii - ~Cll.L vJ -

urivate car ri er l easing of i ts vehicles t o a f or - hire carri er f or a 
~0vement back t o or in t he di r ecti on of the pri va te ~n-ri er's te rmi nal . 
Under such pr act ic es , a given oper at i 0n consi st s of both private and 
f or- hi r e carri a ge . 16/ 

(g) Pass8nge r servi ce def i ci t . The r ailr oad s have su ff er ed f or 
many years fr om a persist ent and cr eeping mal ady 0f unpr ofit abl e 
pa s se nger service oper at i ~ns . The pr ovis i cn of f r eight and pas s enge r 
s ervices by r ,11.l r oods c0nsti t1.1t es a comm~,n ent erp r ise . Cons equently, 
th e r.1.ct1Jal l os s es incu rr ed fr c;rn passenge r service ope r at i r.ns must be 
b0rn e fr om e~rn i ngs r oali zed f r nrn fr eight s erv~ce . Thus , in f ina l 
ana l ysj ,s , t he r ,1i lr c,ad sl1ipp crs of the coun try are being requi r ed t o 
st 1bs :i cli zo i n sub s t <\nti a l and gr ,:'.'wing am;)unts th r)se who benefit f r om 
t }10 utiliz :1ti on of p,::issungur t r ai n s e rvices . 

Class I railr oads havo inc urr ed a defi ci t in thei r passeng er se rvi ce 
cJper nti unn overy y(1ar since 1930 wit h th e ex cep ti on r-f th e war :-,rea rs , 
l 91.s2-1 9~5. 't'l10 cle f ic i t aver aged a bout $250 mi l li ·:.1n annually b•.:tv~een 193 6 
a nd 19LO, wj th tho a nnual r1vor ar;c r ising t o nea r ly ~25 million betv,een 
19 lt8 n t1d 1953 . Tl1e pea k dof ic it - $705 milli on • occur r ed in 1953 . Tr1csc 
figur es , howevc~r, f a il t o r evea l t he full extent of th0 t otal defici t 
be ca ,1so in oi Vir iual company a nd trai n l osse s ha\'C been off se t in pa r t by 
t r nins Shl1w-.ln g )Xlssanger pr ofi t s . 1iore over., these data l:1.E.ke no al l ov.rance 
f 1)r :roturn on invo s t 1nont in p.:-isseriger s cr, ri ce f acilities ncir do they 
l"'~fl e ct t l1c Ci•St of tr ar1sp orting fue l and rrE. te r i a l s f ~r the bene fi t of 
t hG p4sso ng0r service . 

:its 
The 

1952 
of tl-?is r cqui:- e:ie nt is 
r ep~r t t ~ the c ~ngr ess 

fil ... ~ f cr ci r..g ra~ ~ad fr eight re. t es .. hi 

illustrated tv 
• 

which s~2.t2s : 
• in 

. ' 

• 

~0 gher levels , ; coa irs the r ~ilr oads 1 abi l itv ~-
- ~ . , . • • • - .J v ..) c2npe te pri c.::.?J"'-· s e 
' 

-- ,.. ~ .... r ~ 41 .- ..... _ _ ..., ... a _ .... , 
tn e d~fici t 
v.i t h c.ith er 

s eri ous ly 
-- --- c::"· ... t · - ··• ..... .. ,- . ... ~ - ,._ ... -· - - - ..... .... -♦ - • ... _, ........ -.... -

. 
' 
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The pas senger deficit is not att r ibutable solely to~the 8 
trans ort ation of persons ~ The I CC esti mates that in 19,2 ab 0 ut 2 

erc e~t of the passenge r deficit ~esu lted fro ~_the so~cal~a~ head-end 
p · i mai· 1 exnress ana reggage, vv"J.:th the r err.aini ng 72 
services, .• e ! , , • - , 

pe r cent attribut able to passenge rs pr oper. 

Efforts in r ece nt years to reduce the mounting passe~e r defic it_ 
have met ni.t.h mixed success . The ICC estirr.::ites th.a~ ,th: 1.ncr~sed Ba-1.~. 
pay rates prescribed in 1951 and again in 195h pr ovioe vh~ r ailr°:ds ~wi~h 
sufficient ~i l revenues to cover out-o f-pocket costs assignable vo vha~ 
service and in addition yi eld $23 mi]lion a year , 'cased on the 1952 
volume of mai l h.andled by the r ai lr oad s. In 1954 the railroads acc ept~d 
a l esse r incre ase than they origin~ lly requ es te d fea.rin; that any grea~~ 
incr ease would cause substantial diversion of mail to raotor trucks and ai r 

• carriers ~ 

The Railv ray Expr e ss Agency is wholly and j ointly ovvr>ed by the 
r ~ilroads . Under a unif or m pooli ng agre eDent , the RR~1s r evenues are 
used fir st t o pay all i ts expenses incl udi ng payments to n~n-r ailroad 
carr ie r s and th e bal ance ( calle e] e:;...'})r es s privil ege pa:f;Jent.s} i s di vided 
among railr oads in payment for hauling eA-press traffic , Express pr ivil ege 
payment s f all short of c0mpensating the r a ilr oan s f or the cost of 
transporting expr e ss m tt er. The niany incr eases in expres s r at es have 
l ed t o a cJimini .sh c d vol11me of expr ess t r affic with th e r esu lt that the re 
has been little mat erial impr ovement in r ai lr oads ' expr ess earnin gs . Size 
and we:i.ght limitatio ns on parc el pos t imposed by Public Law 199 , effecti ve 
Ja nuary 1, 1952, have aided somewhat in r educing th e expr es s defici t., 

The trnn sport ati on of pars ons accounts f or the gr eates t sha r e of the 
passu ngor doficit . Passe nger traffic as measur ed in r evenue p~ss eng8 r- mil es 
has clc!clin od st onclj .ly fr om th e 1941.i wartime peak of 95~ 5 billi on to a 
l evel of about 31.7 billi on in 1953. (Sli ght gain s wera r egiste red i n 
1951 and ~952,) _Yet passo~cr -miles in 1953 wer e cl ose t o the av er ag e 
of 33,5 bi ll io n i or th e peri od 1925-1929 when the passengB r se rvice was 
pr 0fit ahl 0 . However , f aced with ri si ng oper at in g costs , the r ailroad s 
h1vo f ound it difficul t t ~ r aise the l evel of passenge r f~r es bec ause. ~-{ 
of crinpeti ti vn enco,1nter ed fr om the airlines; buses , and private , .., ·'\ ... 
aut omJbi l os . - t 

~ " _,,. .. 

?Jany tr ai ns , pa rt icul1r ly th :ise er}!;aged in slr •rt - r.1C12l l oc21 "-..!_.:·-
op ~r a ti ons do not prod uce enou!;h r e,renues t o p.3.y their c:;.t-cf ~;cket 
costs . Fur t h1..·rmor e , in r:J~I\," c3~os such ope :r-2.tio ns are n:; l ong~r nee ded 
'bec-'luse of the a ~vel c,une nt.. c,f .:1lt.2rnati,re +r .::.,,..-,sp;rr~-.:.;'"''n - ~- · • - - .... _ .... 1 .. '- - V C. I.,_ ,.., ~-, "V1CP 
I~ rticula :rly by i~ I)!' 0 '\'\.:d r.i ~hn.:1\.-s. Cur~-il.i:Jent :::nn ::::1--~=~--~:_ ___ - t -, ~ .:.h 

• • _ ~ - - J ...... .., _ ...,,.-... t.1_.._.~n 0 ..1. t..• ese 
unpr C1fit.abl e tr ains c,f'fe:r a D:::~:-is of s;•bst~n .:.2· allv - - .4-, .; - .:.· · 

• _ • .... - 1 1.i ,J - ~ -~L:.C-:ls ..,ne oass en -~ r 
dof1ci ts . S·..;,n'1. ce a bJ."'1d-::-n:i.:nts , h '"'w.:::,v.=..,.. -1, .1. .... ,..,. ;::il ..... -,~ , • .,...,- .:- -, - b . 1:. -. • .. - - .., '-'-., ,;.;. ..., - t:. ·.~ v '-4 l ~ - ... -arn.i..y SU l i::,Ct t o 
a1,?r oval 1) f St.:11.1e r eGUi3.t~ n T c 0':""'~i ss -; c-r-s T·,._ . 5--- c..,--- · - · h '"' ..... . -: ~ - · · • ~e c -•~:2.s~ i :,ns .av e sh c,wn 
r eluctan ce to gr ant ?t r rr:.ss1 .'n be e21.!se of ::rn '"''"'S; +; ..... .. ,... .:.· . -~-..,.. ·1 t ~ - 1 .!:-.:-"-' - '-'- - TI l, .., v :Je SeTV:Jcc 
Cu.iv81 D~n i r,, m 0cal interests anj r~ilr oad Q'T")l'"'yee~ . ~· -:~c-~-
h l ..l t'h t . • j i a· t · ::-- - ...... ...ne lv !.J.3.S . c •J .:.a 1 tS Ul' s · 1c l ~ n e)..'i.en~s 0nl y t o ~h~ c ~t01 .... - • · 
1 ine and c~ atic :ns . 1.1___ ·~---. _e1,e ~r..r-ooo~-nent of 

- --
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, 

Owner ship of One Form of Transp ort ~t ion by An~the r 

we recommend r epeal of the pr ~viso of subsecti on (b ) ?f secti?n. 
S (2) of the Int erst~te Com-nerce Act t o eliminate the special P:ovis ~ons 

lative t o r ailr oad cont r ol of rn~tor carriers in or der t o perwit rail 
~:rticipation in moto r carrier opera tions upon the same terms as such 
participation is open to othe r s . 18/ 
~ 

. 

The purp ose of this reco!:lIDendation is to 
of r ail and mot or transp ort ation subjec t only 

pei ·rni t cc>!!l!uon o~v11ership 
to the sa@e sh~wing of 
the othe r f orm of . n • d npublic necessity an d convem.ence :~se on 

tr ansp ~rt nti on pr oposed t o be oper2~ec . 

The Excise Taxes on Transportati on Services Sh ~uld be Repa ~1 ed 

The Federa l Governmen t now i' 1100ses the f oll owing t2.xes on do~esti c 
t r ansp ort a ti on: transp or ta ti on of.pers ons - lO percent ; transp ortati on. 
of pr :,perty otr ler than oil by pipeline and coal - 3 percent; transp ortat i on 
of oil by pipe l ine - 4½ percent; a nrl transportati on of coa l - 4 cents pe r 
s h0rt t on~ Users of transp ort se rvices pay th8se tax es , and carriers 
coll~ct th em. "}Jj 

The Treasu ry DepartGJent advr, cJ.te s r e t en ti on of tr anspo rtati on ex cise 
taxes becat1se of th e sub st 2.nti al -.,r::l ume o f r evenues p r oduced . Ho»cv er, 
it is clE::1r that th e r 8venu e pr o,Jt1ci ng a spe cts of th e se t.axes nus t be 
v1ei r;hE!d acain s t th e fact th at th ei r i mpo si ti " n s ever ely (ii sc ri r.ri.n3.tes 
:.:tguino t th e comrn~rcia l ca rr ie r in 1·avor of privat e carri a 6e . The ne t effec t 
of t}1is clisc rirni natio n is t o wea ken th e ccmpeti ti ve po si ti ) n of C(irJmcrcial 
ca rr ie r s , particul arly tho r egulat ed corn.~on carriers . Howev er, citha r r epea l 
rJr t'odt1cti0 n mus t be consid~r cd in conne cti cin with th e entir e fis ca l and ta x 
policy of th e Government . 

The ?,ubs_idz Pr o bl em - a nd lJser Cl1.1.r cc s 

Tl10 r ov1.sir) ns in t.r ansport a ti 'J r1 poli cy pr op0 s r:d ab ove would in the 
juut :mcr1t of y0 ur Cornmi tteo lw.ve the l ong - ru n e ff e ct of en coura gi ng 
compc t i ti ve eX}Jer i Yncnt a.ti0 n bet ·,;een the seve ral t ype s o f carr i8 r t o 
do t crmino , on t.he basis of tl1e s ~rvi ce and 1~ate s off er ed , t he pr ope r 
r ol e of o:1ch . HowtJ\1er, w 0 .:ire eqt1all y convinced th:?.t the t r tie econ ~Jmi c 
capa bilitic? of thc_scv~ r al f cr ms of tr an sport canno t be r e~l i zed so l ong 
.'.ls sub s tantial Sl1bs1.d:{ is e:xi:.encled t o an_y conpcti ti ve tra nsp '.)rtati cn agEn cy . 

In ~his ~r liU~ e si::i!ile area c:if tr anspC\rt at i on policy thsre a re h: -viever 
en c c)~ 3f.1 Ilg si gns t.ha t ~e a r e m:,ving tc\\'✓ .c::rd an eventual s8l u ti ·Jn ' of trie ' 
sul)s1.Jy r:i1"0bl er.i. Of ;in ::a r y si gnifi cance is t he fact tr.at of the 
• h· t .,l t · .. kl" · v ~l r ee n tJ.:,ncs l.C i:.ruc.· i ne arr C3J.'ri ar s , nlv -f" ·, ,.. or .... +'n~ c-,-,~11 • 

• • , - • -.J _ ...,t,___ - 1..r •• ~ .... :...= _e s t, now 
r eo13.1ve ,:lira ct 1':i.n:tnci al subsi S,~ thr { ·uc-h a,; ,- ~a;1 - .:,.,rr:;:,-:-1 ... 5 11 

"' c - - - - i--'- v.:.J -.:... ~ • .:a~re r,ve ,... 
r e cently ap ;-:;r <Jved Re-~r .. ~3.niz3t.i -~•n Pl2n N-- 1 o ..--,--.,...; -;.;o·s 1.'"' •, - ,r:,,• .... • - ' 

t
~..... . . . - · -~ - - ! - ~ -- 1..v ..:.....:,_ , or -r.n-2 l.• T'St, 
..L.i,.Je, on a cc ount.1.nr:- se ·.t:-.:r a ti 0~ -:_.f' ~::,-r--,--;c~ --".I T,' r-r -- ~;:- -1 .. :-. 

.. .. . - - - - - ~ • ....,tt:;. r -L "'' !.!.: c. , ~ , 5 1, n-, oy 
Th e purp ::se a n,J r es1ll t is t 0 br i n:2' ths 2n, ~t...-n~- - n...:i ...,= ... ,.,..,...:·---; ... :-4:-':>-.J : . 

• - ·· - • ~ c. , .,. - ~- t-u.,! .; 0 .!. ~ms suosi ' 
in t o the c;:,en , a nd t :3 r eouu-o 2. c.·").-.---..::ra+.e a---.,..- -.,...-=- ... ,· • cry 

• I\ • .. · ,. - -.: -- ~ ~ ' .:- • ·.J=--•- ~c., ...,_,'Jn w su~nr--rt the 
subs1 dy p ~ ObT JJ!: . nS ~he ;:e , ~~ d -- ~~tic ~ ~r 1i~c~ ~chi· - - - - : 

V . ... _.__..., _ '-~ ~! --~ c;. • -ve ecr n.~n.ic 
sel f - suffi c ienc y it wil l~ f e:1s1bl e - '?'"':.:i~•~l lv .. _ .... _ . - ...., iv:. 

. - $ · - -: u _ .., i.,~ • .:. e C :>1..r.:> a p -;-r-:- 1 '.In ~ ~ h 
large cos t 1.ncurr ed by the Fedc r2.l G ~) '\"E'l""rt "lt:: nt ; . !:) • ~- : • ~: ,l, ~ • o..1. 1.,-•• e 

., ..... - _r:, □-l.n v.:!.lP..Dno ~ !1= ;:;, -i ~v~ sy s vC'!J• t::, v • • ,;;;; '--'-J. " °'.: o .. 

"'for c,-•nsisten·cy, als :: 
D:ccp t i n th e case c,f 
pa :,.r th e t.a X . 
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:ffi\TISED 

The states have for many years been financing the bulk of their 
highway develop~2nt through revenu~s derived from hi~hway users ~in t~e 
form of oasoline taxes and lic e nse fees . However , ¥,"J..de areas 01. con-c.rove rs y 
re main a~ to vmeth er or not t h.e tote.l cost is pro p erly a l ] oc-2.ted betv,een 
the hea v:-r- duty t ruc k and bus operat ors , at one extre me, and t.~e private 
a~tomobile us er a t the ot her . Thi s con t r oversy rill not be fully r esolv ed 
ur:ti l ,,-1e !].ave av ai l abl e more:: refi ned a.r.!2.l }-sis of t :-ie j oi nt-cost pro ble ms 
i nvol ved and more de pend able dak on t he i .ncr emcnt:-;1 cost of high cray 
co r.iS t ruc ti on , e ngi nee ring design , an d hi 61-r,r~:),r u se char a c te ristics . Ho,,.·e \'"e r·, . 
object iv e r esea rch is moving f orward in this field . . 

Sig nj 1~i ca nt , ~ltho u gh not n_e ccss2.I'ily con cl usive, fi ndings m::l be 
CXJ.JCctcd from the uni qu e s e ries of coop erati-v e t e sts 7Ihi ch t l1e Hi gh17ay 
Rcs::!arch b o2.rd and st u.tc higrr: .:ay offici c.ls ar e conduct i ri_g. The obj E::cti ve 
is to de t e rmin e } b-.r scientific me2.s ur cmcnt, t he i nq)2ct of -....-::rious siz es 
and t ypes of t ru ck s on hi glT,:ays of diff e r ent de si gn cha r 2.cte:1,istics; 2.nd 
to ut ili z e t r10se findin gs as ~n aid i n dc t enn inir 1g how t he cost of hi glnva.y 
cori!:itructio n 0.nd m:iirit une;.n ce: s hould be i!l l oco.t cd ~ong "t-he v2.ri ous g1,oup s 
of users . 

! our Corr~ t te(; ur 6es th:i t cn6j_nc.:2ri ng. :·J1d eco 11omc r esea r ch a l ong 
these and r c.lo.t od li nus be u6gi·0ss :.vcly pur ·sue:d s i nce it is evi den t th a t 
oo lo ng ;:i.s i:!DY e l eme nt of subsid y l"L·mo.ins in the highr,a:!,r p r og r am th e 
oquo l i 'l~y of cornpcti t i vc op1:iort U11i ty vihi ch i s s ough ~ in our p r opose d 
progrru n c ; 1r1rlot be f ul l y u chi ovcd . 

...... , IJ , 
; \1 ' , . ,, 

I -t-..::,, ~? 
, ~ -:,1 

I ~ ~ 
\- ~ 

Fo( ic rn. l fi n~nci nc of r i ver ~nd l1nrb or im:pr-ovemcnts cons ti tutc s ".. ._ ,J,,-i:.-" -·t.ho 0 11c a r e:n in ,·,hic h r10 r e ~l prog r ess hJ.s bce:n niudc t ov12.rd clirrin.::t ti on 
of t.1'10 ciiBt ort ~ ~a ?t of prL::forc 11tiQ.l subs i dy t r c.::. tms nt . Fo r ;•.11 p r .~c ·t ic e1l 
r,u111os0s , t.hc o1:uru.11~t.1on of s ubsidy cl1;m::nts withi n t hi s .3.rco. rests 
wi thi .11 tho pov10:r of ·Ll1c Fode r .:u Govc rr1ID2nt. CorJ.Sc qu!?nt ly, 1•1c re c crrnn0nd 
th .1t t ol ls be imposed on nll int0rna.l v;c t e rr. ~ys v;hi c h h ,;.VC been imoro v :.:d 
b:}

1

, t .hc Fcdo.t~al Gover runcn t , dc si _gned to r ecoup the current opc r :·.ting :1nd 
Uk;,l.nt.o11:.~ncc ~ost_ of eac h suc l1 cnc...Tl!lol e .. rld to co11tri"bute t.rie m:-1>•;:irum possib l e 
t o t} 10 ,lmorti.:.~t~o n of t ,hc Fcd cr ~l irrv.:::stv...:;nt in suc.ri pr oject s . ":'.'J-ie:n the 
?UVif;:J.t,io1: f .:-~~-l~tJ, is _c. portior1 of o. multiple: purpo s G: pro j e ct, t:i 8n t he 
b,1l"tion r, hic h l. t , is d csi i7nod t o :rec-ouo 1.· s ~t.h"+ -. ~ c;:i 

5
- ...._..,d +.

0 
na ~ • •- .... ,.o n ·• 

0 -- '-''--~.,_. _.; ~ - .., ~• v _1 -.- • 1.., I 1•,o . - - o - - ... 
:'.hc~1u1~~, : h: t ?ll r ~\renuG from -r::.i~ch ,·.~ 11 n0t ~ovc-:r the 2.mu::.l ope r .:i.ti ng 
and .m~-1.n~ n~ ct.. cos"t.., should ront-::!..nu.e t..o oo mi:nt.~i;-}£:d . 

2 • ~~~.,; U°l(. l' 

proposed f,l'ojoct 
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Aviation i s the one form of domesti c transportation re ceiv i ng 
dj re ct Federal subsidy payments (in addition to the free use of 
fa ci li ties) . The airlines have grown substant i al ly since th i s subs i dy 
program was authorized in 1938. In the r eport on Civil l1rr Poli cy , _ 
prepared by the ;\ir Coordinating Committee and ac cep~e~ by t~ _ ~~ident 
in May 195L, this Adrr~inistration has rec ommended cer~ain modif1ca~1o ns 
in a irlin e sub sidy policy to r.eflect the industr:,,- 1 s present . status , and 
to ~s~Jre a sound r elationship t o overall t r an5? ortation objectives . 
i.Jhil e r ecognizing a need f or continued airline subsidy internationally , 
the r e~ort has called f 0r ~~e orderly re ducti on, and eventual eliminati on 
of dc,m~stic air lin e S1 bs i di e s . .A cont rolliri ..g principle of this re _?ort 
r-:as C=xpressed as f oll o-vrs : 

HThe nati onal int er est in pr omoting 2ir tra nspo rta t i on 
must take acco unt of the parall el national interest i-~ the 
adequacy and economic soundness of all forms of t r ans;>ortati on . 
This fJr inci p l e ha s assur ned incr eas in g impor t an ce as air tr ans;;orta·ti on 
it se lf has gr o,,.m in s iz e and in competitive i mpact . In the l ong 
r11n, the pub lic can be st be assure d of maxi.i--num ec 'Jnomy and efficiency 
of the over - all tr anspor tation system if each f o:rm of t1~an sport a t i on 
is r equired to c ompete ,.,,ith ot her f orms en thE basi s of iP.her ent 
servi ce advantages and true econornic costs . " 

/tTnc nclme nt of sub sidy pr ovisi ons of sect ion 406 (b ) of th e Ci1ril 
Aer onaut ics /tct j s r equi r ed in or der t o assu r e the full im;)lementa ti on 
of t buse r ecommendati ons . In ,a rticul ar , the act should est ablish a 
cl ear sta tut or y i nt ent that subsi dy be liwitcd , so far as possi bl e , 
t o a s tr:i .ctly t amporar y bas i s . The act shoul d also cl early e stab l ish 
t he ri ght of Congr ess and th e Presiden t t o exerci se eff ectiv e bud ee t ar y 
contr ol over tlm l evol of s ubsid y . 

The Civil Air Policy r epo rt has also endc,rs ed the princi nl e of 
use r char GeS ! or t l1e Fcclora l airways , but ur ged tha t s.i ch c h.a; ge s be 
t r en~od as pnrt of a_compr e~ens~ve user charge policy f or all f ederally 
prov:i.dad tr nr15;1ort ati. on f ac1lit1 es anc s€·rvi .c es . The A?p r opri at i ons 
Cl",ITITT'.i tt c cs have l ong sh o1.;n a si)~ci nl int er e st in th e deve l opment of 
Rirway use r cha r ges . Ir:i Jai1\13ry 1954, the Depart ment of Co~.i-nerce 
co111J?leted a comp: ehensi ve s~ucy on th is subj ect. This stud'/ devel oped 
bas1 c cos t n.nd tlse dnt.a, a11a. p1'esentad a 7t ern at; ve me.1.' , f • - . 

h } __ - . - . ~noas o 1.1npr oving 
c ar ges . T 1C st uc\y ,.r.is pre sented t .o the ir 1terested conr,,-es · 1 ec,--{ttoe t,... · • ... · · · . ::.- SJ..ona .......... S ... , 3.$s:tSv t,ne.rn ,n do , r,'.'\11"\~"\'l"\r an -" c nn · · · • - ...... ..,_ ,.,-_ ___.!o Q ...,. S7 Qe 1"'1.n ·- -ir-w2y . 
cha r ge legislation . · ·- - - c a - use r 
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I II SPECIJi.L GO\i-ZID™ENT/i.L PROBLEI-5 - . 
I n addition to the ba sic issues of transportation poiicy discussed 

' f · ~1 p ~_o.bl_ems which mer it attention . above , there are a numoer o specir::...,:_ _ 

In terventio n of Executive Agencies in Regulatory Proceedings 

We recommend re pea l of the statute 'h S . "' which gi. ves t. e ecrer.2ry 0 .1. 
• ... f ' 11.gricul ture specia l statutory ngnts t.o 

commis s ions . 21/ 
intervene be.fore regtll. 2to ry 

Pri -r1ate organizations representing f ann Lnterest.s will u..'1douotedly 
r1ee d to 2.rrange to expand the scope of tr1eir acti~1r'i.ties L'1 behalf of 
ag r i cultur e before r egulato ry commissions . 

Except as it may be a bona fide shipper , no sufficient reason appears 
for th e provision by statute for intervention of any executiv~ department 
in caGes invo lving quasi - judicial deterrr~nations . 

~p e ci a~ Rat es 

vJe r e cogrti. ze that the u se b')r carri e rs of that portion of Se ction 
22 of th e Int, e r stat e CofiUllerce /,.ct gr anting free or r educed rate 
tr a naportntio n to gove rnm8nt traffic ~as given ris e to abuses and 
evils wl1i ch nre not in th e publ ic interest . We r e co gni ze also howeve r 
th a t govurnmc nt J)rocurem ont :Jr.'.lctices and th e pe ctiliar exigenci e s a ff e cti 11g 
movomont of i t s traffic ns disti n~uish cd from norn~ l move~ent in com~ercia~~ , l ...... J 

cl1annc l s r equir e Dpccial con s id c r ~ tion . :·· "-:>:1 

We recommend L}1er0fore : 

a . Tho 1~ peal of Section 22 of th e Interstate Co!TL~~rc e Act i n its 
e nt..ir cty , 22/ c onting e nt upon r c:,e c:l of th e l ong- 2.I1d sh ort - h:;iul cl aa se , and 

b . 1'ha t }-)Qr t in c nt pro\ri. sio ns of t,he _,\ct be 2.mcnded t o pe r-rn.i. t the 
g1~:1ntir1r:; by C,"ll'ri ers of speci al gov:::r nmi:?nt r ates and far es t o t he Unite d 
St at\?s , Sta te , nnd }1unicipal Govornrnents , -when r eq 11ested of ca:-i &rs by 
~u th 0ri ze d gove rn n1e nt of fici Rls , ::!ld 

• 

SE C • 1291) • 
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Navigati8nal Clearance ~equir emen~~-~~r 
Highway and Railr~ad · ~idges · 

... . . . : . .. 

· - · eti ti ve r ela ti onshi 1) between W2: terway . 
One ph:se of thteh co~ hand an d railway and hi gh\•;ay transp or tat i on 

trans port ati on, on eon ~ . . . 1 i ~- e 
on the other rand , is ccnccrned. wi. th na~ ga-r,10na . ~ ~~an c - enacted 
r equi r ements f or hi ghway an r.1 r ai lroad bridges . ~~1.,1ng law!iativel 
about a hal f century ago " v;hen wate r way tra nsp~rtat.~ on ~s.., r':' t~ Y 
m0r e j mportant, are intended t o pr ?tect the ~nt,e:e st,s 01 n~:-1-gamh~n 
wi th◊ut taking over a ll trans portation econ c;imcs. i..T'!to a~c ou .rl~ ~ 1 -
re sul t is that hi ghway an d r ail r o:id bri dge s mst. be bt17lt vvith 
extra-:.>r ctina.ry horiz ont al and vertical nav~gati r)nal cl6ar2.11ces t o 

. ~ -. acc ommodate the ext r emes in -vrate:1•v,ay -r,ra1.11c • 

A re ~Jort of a study concerni :r1g navigati onal cle .::::rance re qui r ements 
f or highw~y and rail r oad bri dges , now bei ng pre p3.red by the Department 
of Coramerc e, sh0ws that in raany instances the great ly increased costs 
of bri dge constru cti on, rn2inten~nce , operati on and use to satisfy 
navi gati onal needs is not bein g offs et by savi_ngs in wate r ,-vay 
tr anspor ta ti on cos ts . Since al l costs of trans portati 8n are 
ult iID3.t ely b0rne by the gener al public in the cost of the g~od s the 
public consumes , i n the pr ices the pub lic pays f ~r the s ervic es it 
rec 8i vos , or in t axes the public pays , it s eems that pr 0vi..si on f or 
navi g;iti r,nal cl e~r ances j_n bri dges cc.1nstitu t es a sub st antial subs i dy 
t o v1:it crway tr affic which her et of or·e h::is not been adequ~.tel :;r r ec')g nized . 
With t,hese very laree cos ts n0r rrally t ,orn e by r ail r oad or highwa y 
tr a nsp rJr ·t a ti on i nt er es t s a ncl r efl e cted in the pric es cha r ge d f or s uch 
services , th e nnvi cati nnal incr eroont t o the cost of overl a nd 
tr ,1nsp c1rt ati on docs :iff cct th e competi tiv e r el ati onshi ps ame>ng hl.::_:hway ~ 
r ail , a ncl wnte r cnrri Grs ~ 

To corr ect tl 1is situ r1ti cn a nd ef fect substantia l s avin f;s t o t he 
c0 nor al fl\l r1li c ::lnd cor1'cs1.11"'ndi ngly equalize c0mpeti ti \"e op1) -:rt unities .,-- . 
nm0ng hi ghvr.:iy, rnil , ,md ' wat er carri er s , r equi r es ap pr o;,ri ate /✓, • .: · .., £.,..,~ 

l ogis ln.t ,i ve .:1nd a c1ministr ative a cti on . ,:_' ~ 
:: .. . ~ 
', "' Al th t1u gh t hi.s r eport is la 1~ge ly c0nfin ed t 'J that p.::rti on of ·,,~ I J~ i<:..:• 

tr a nsr 0rt ati ,1n wl1ich i s s 11bj 0ct t o the I nte r st,2.te Co:1.':!2:rce Act and the . 
s cc1po ,)f t.ho r0c ("lllitt0nd.::1ti ~111s is n·::>t ent i re l Jr c ::mp:rehans i ve even in this 
l)Cirt,i l•n of t.'1.a tr a nsr J0rta ti on fi eld , it is 0ur b--2li e f t hat the nos t 
sc•r i~ us curr t::1t tr 3nsp o:rt..:. ti on }.)r 0blens and th c-:se ·rvhi.ch p:::se a tr :.rea t 
t o th e n2.ti :"1:~.:.11 Yrelf a re ar o lar c el ,r t .:::> be -f-.und in +.hi· s .? 'I"' -::> ,~,~ - - e 

~ ., - ~ - -.£ w .i. -- C - • i .tt:: d..J. -

also cc-~vi need . tlu t. pr t npt acc omplis h...:"Jent of the r ec ::>rr. -endc.ti ::ns out l in e d 
a't ·cive mll ~cr~c ve o:>r-c f or the de \•el :-pn;; nt of a :ic:1lthy nati :.rv-1 
transp or ta ti on S:rst.en th3.n a.n_\rthing 1.L'1.:2rt aken si nce the fl ciweri_ng 
of c0n:peti ti ,-1n br-... ,ught a t-.~ut l"Y the deve l o~.lm.-snt of ethe r than rail 
ty pe s of tr anSfl\ir tati cn in and since the l;te l 920 's. 

' • 
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This r eport has dealt mainly vii th the Federal Goverri..ment rs r ole 
in trans port pr omoti on and r egulat i on. However, we wish t o emphasize 
that the full econcI!rl.c benefits antic i pated fr om the pr ogram r ecoz:l!nended 
here can be r ealized only Vii th effectiv e and ag&ressi ve ca1·rier 
m,.nagcn:,ent and 1•d.th cor pora te and phy sical structures wh..ich are 
adapted t o moder n competitive condi ti ons and organize d t o pr oduce 
trans port servic es at the l ov:est possible cost • . 

• 

• 

• 

• 
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APPElillIX .A 

FRINCIPft.L RECO!-ir1EliDP .. TIONS ..... OF m 

ltIR COORDitll:.Til-D COI·R1ITI'EE REPOR1 ON 
CIVTI AIR POLICY 

t on Ci vj 1 A.ir Pol i cy . . 1 tated in tr1e r epor -=-- - ~. . --=,---1 Tho basic nrmci p_es s -. f ~ he Cabinet Comn,.2tt,ee s 
fu •Uy c~nsi sten t wit h t.'le philosop~y o ; . cy The kevnote of the 

are - --:;- "" p all transporta1,1on po_i • -- _ _..;;;.., ___ ---- ed repor l, on ov __,r --=- ~ ~ =~ -:::-;;- n 11 TS . propos - - - -- d . ""he ; r!tro duction as lo _ov . . report ,.,;2 s exore sse in ._ _ -------

. , ·1·~ f ~he Government • •• is not to carve 
11 ., • , The re spons i oi 1 "Y O 

" ·· • -,... a i ; on and then at tempt d . . ed role for air L,,... a nsno_ I., l., _ • 

out some pre e"t8'nu.n . . 1- ·• Rather the Governmenu 
to force the in dustry into S'llcn aeve opme~1.1• gu-la~ory' and promoti onal 

-lb- k undo~ solliJa re l., -must pr ovide a gener., "c ~o : • ,. . -
11 

h~..,e the gr eat e st 
policies within which th e in aust ry J.use li ""-- -: · n in como8tition 
possible opnortunity f or fin di ng its own prope r missi o ~ 
i,tlt h al l other forrns of transportation . 

"Past Federal assis t ance has accelerat.ed t he developme~t of 
this ind us try . However , we ar e now at the poiz1t where th e lll?u~try 
in l arg e meas ure is sell - suff ici ent . The goal of Fede rel po~icies 
should at this t:iJne be dir ect ed t o the deve l opment of econ omic a llJc_~ 
hea lthy carri er s , capable of fin nncing with pr i va t e r es ources :>' '" ' '-;, 
th ei r own cont i nUing gr owth . 11 (p . 2) · :; f 

l • ,. --

•• ' • 2 . As one of its guidin g pr in c ip l e s in di scu ss ing the is sue of ·· ,. ~'. , "~ 
sub8idy , t }1c ! epor~ emphas iz ed t he nee d f or _c_o_n-s'"i-;:d-e-r-=-in- g overall tr .:1nsport ation obj ec t i ves . It s t Rt ed : 

11

The nati onal int er es t in pr omoting a ir tr ansp or t ation must 
t :iko account of th e par allel nati onal int er es t in the a dequacy and 
eco nomic soundnes s of nll f orms of tr ansp ort ati on . Thi s principle 
h3s nos umed in cr easi ng i mport nnce a s air tr a".lsp ortati on it self has 
Gr own in si ze flnd in competi t iv e impact . In the l ong run , the 
publ ic c,111 bes t be '1SSJ.red of mmdmum ec'.lnomy and effici ency of the 
over - all trci nspor ta t-i on sy stem if each f orm of tra nsoortati on i s 
r equi r ed to compet e with other f orms on ~~e ba sis of· inh er ent 
sc:rvice ~d,·m1t af;e~ and t r u.:- -=-ccn:-,:n,ic cos ts . u 

_ "In ke8pin g with over al... U-ar.spor t a t i on c-b jec ti ve s , air line 
subsi ey sho uld , so far a s n:-~ si ble . be 7 if'i ; t.0 d t c 

5
+.ri· ('~1, v ~""rnp 

nid , de signed t o deve l op necje d Se 'r'\~i c ~ .~ , ... .l-.;('~ cru1 ~ ~ 0~ n- r. .... ,_~- -· .., - - - ..,_ ..., v -., l,.r.- . 1 or ary 
• - - -- V ·---·· ..J - L.. ~l I., .L·u ,-.,.l.·e sc::-a t nn adcqua te r ate n'.i th out 5°?d,cr al support . " (;:,. 7) • 
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4. The Civil Air Policy report recognized the importance of 
protecting common carriers fr om the erosion of traffic by unreguJ..at ·ed 
carriers. It stated: 

11The intent of the Civil Aer onaut ics Act, to establish a pattern 
of controlled entry with regard to common carrier air transportation, 
is still sound. 0 (p. 19) 

''The concept of non-scheduled serv lees d~es not provide a 
ITleard.ngful b a sis f or exempting r oute-type passenger services from 
t he normal certificati on req u;rement. In the futUJ.-e, thare ~hould be 
no general use of the exemption authority as a basis for authorizing 
common carrie r transportation t o individually ticketed passenger s on 
large trarispo rt pl 2.nes, 11 (p. 20) 

• 

5, With respect to use r charges, the Civil Air Policy stated: 

. "Sin ce a large segment of U. s. domestic civil aviation has 
r eached a l evel of economic maturity ~hich would permit it to make 
a r easo nabl e contribution toward meeti..~g t.he costs of the airways 
5ystem, active consid eration should be given t o the ina ugur at ion 
of a pr ogram of domestic ai rway user charges . Hcwever , charges f or 
the use of the Federal ainrays system and other federally - provi ded 
faciliti es and servi ces used by civil avi ation should be t-r ea ted a s 
part of a comprehensi ve policy on charges f or the use of all 
f cder al ly- pr oVided transportati on faciliti es and s ervic es, taking 
into acco unt Federal gr ant s- in-aid programs .n (p . 32) 
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MINUTES OF CABINET 1>1EETING_ 

• 

Dece:rnber 
9:05 A . M. --

The fol lo wi ng were present : 

The President 

Vice President J-~ixon 
Under Sec. of State Hoover 

( for Sec . Dulles) 
Under Sec . of Trea sury Folsom 

(for Sec . Bunrphrey) 
Sec . Wilson 
Mr- Brownell 
M.r. Sununer field 
Sec . McKay 

• 

sec . Benson , and 
Asst . Sec. Earl But z 

Sec . Weeks 
Sec . l-1.i t cbell 
Sec . Hobby 

Dir e cto r Hughe s , and 
Depu ·ty Dir ecto r Brun da ge, 

Dr - D, A, Fi ·t zgerald 
(f or Gov. Stasse n) 

Dr - Fl emming 
chairman Young 
Dr . Ar t htir BUJ"ns 

i n ua rt -

i n part 

• part in 

U 
~ Sec of Conilner ce l-1turray, noer · ~ 

Artbur Page, in par v 
Arthur Schier, in_pa~t 
Prof. Ernes t w. Williams, Jr., 
Richard Bal l , in part 

0
~ Interio r Davis, in part 

Under Sec • ... 

Under Sec . St .at e Sa l tz.ma ~ .• in ~art 
John ,~. ¥.acy, Jr ., CSC' :ui par 
Benry Du.flon, CSC, i n pa rt 
Directo r Al len Dulles , CIA, in part 

Hon. Clar ence Franci s, in ·pa rt 

Gov. Adams 
Mr. Shanley 
Mr. Rockfell er 
Dr . Hauge 
Gen . Cutle r 
I-tr . Lam·oie 
Mr . t-1or gan 
l--tt. l-1art i n 
Col . Goodpas t er 
~.r. Rabb 

Th ??·esiden+ open e d th e !':lcet -ing \..'i. th e ref ere D.ce to t·!le t!'adi t ion al 
e ct.ices of ..:~.:3.ge- d.r i, rin g 'ih i ch he b e l ie ,red -~ou7 d und o-..l:: t edly be i .nte nsi 

~~e o i n 1:,he. ronths abea.d . 3e stat ed h is des ir e to 2-·o:.c. anyt,hing that 

• 
• 

~ uld serve t.0 gag Ca~i ~e~ c e~be~s. ~e hoped, ho~eve r , tn~t Cab inet 
0 

:,,be.rs ould ur e l y la~ 5t an~~ 1Je5.ge - drivi 0 g efforts. Ee al.so r ec a ll ed 
~e success the Cobin et !lsd ha c w~.:.s far i.c resol,rj ~.g dif f erenc es of op ~.nion 
~y discussion in a fr iend ly f ashio n . 

""'-e.nsoo r tation ?~l ~~v ( C?-6) - In i .ntr o ducing th e Ceb::.~~t Corsroj tt.ee report 
~~c=;· wee~& e:..,ph" sized 1h.e assign~ nt 0 1."' the Co.~.mltt e e -co de-cem 1ne vbether 

ea-,,s;at i or:.s ·.:ere exc essi •1e o r \..:e!'e s-o~ea d l.meven l y , -oar "ti cul.a r l"-r --; r -:::.~ ... r d r c:,.~ - . • -• - .., - - J. -Gr 0
A, 

~o cc~~n ~s~r1 ~~s ver sus pr i\a~e carrie ~s . Se i.~dic~~cd that the stud y 
~ ~ •r Ln~~- ~ ·~- ·o~ Ol~ fre~~~ ~ -::,o - k - ~ ~ r 0cu&e~ O- ~, ~-r~ ~vGv- u - •~~ ~ ~~e exc lus io n Oi '!)assen ~~r t r a~~ : A 

J. _,,.. - • - 'O l. ~- :i ¥, 
ttw t th e Co!'lfflJ.l,t.ee \.'lshe a to oef er an o r g-eni z.a.ti onal s,:uciv unt .i l 'DOli cv 
sno,;l o b.e ~e ~i.!:e~ , ~no~ t·a.et _ o•:t=:s eas & ir and sur f a ~e "t!"e!:!~portati~n bad 
bee n exclu~ eo ~ ne ni ghl!flh ~ec ~he cri~ ic a l co n1i ~jo~ 0 ~ t ~e railroaos . ae 
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D-r-R' '-I ~•::-o TO BE AN i::, i:,.. \h ; . , • --

ADr/lfNJST?.ATl\.'E MARKING 

£.0. 11652, Section 1 

By ,,,8:Nc tJLC:, Date 8-S-7to 

Cabinet Minutes, J2/17/ 54 - page 2 

then summarized the report as recommending increased competi~ion 
strengthening of the position of coJnnon carriers on la nd , wa'ter' 
the air . 

and the 
and in 

• • 

There ~a s ext ensive discussion of the proposed change i!1 regar~_~o.agri-
cultural exemotions from com;non carrier regulations . The Presiaen't . 

- · • · · 3· ,..h... not be eYenrot.ed, questioned whet her all agricllltural 1:rs:1spor1:..a:t1.on :m ~"' : -
but !'1.r. Page indicated that to do so would ·upset the entire struc~~e · Mr •. 
Page recognized the farmers' need for fle zible transportation, and the~
went on to point out tl-iat the itin erant trucker by v""irtue of his exempt.,:1on 
c an un de rcut the common carrier in a ma!J.:!.er disast r ou s to the latter. He 
bel ie ved the potential re- direct ion of railr oad activities toward. long 
hauls re-emphasized tbe importance of the co !II!IlOn carrier for short hauls . 

The Preside nt cited the practical difficulties of administering the ne w 
re gu lations in respect to very sh ort hauls . Mr. Pag e believed it could 
be applied on an inter - state bas is, a nd Se c. 1'1ilson suggest.ed that a r ang e 
of one h1md.r ed mi l es co1.1ld be the de cisive factor, whether int ra-st at e or 
inter-sta t e . 

Sec . Benso n ~rgued agai nst the proposed change on the basis of t he se a so nal, 
perie lwb ).e , and ne:i.ghborly coope ration fac to rs peculiar to fa rm pro ducts. 
He b elie ve d t l1e cl1a.n ge woul d dec r ea s e rathe r t han increase co np eti tion . He 
al so cited ·t l1e n\1J11erous barter trarJsactions whi ch ;.rould co rrrolic a te acln1in-

~ 

istr a tio n . t,1r. Wil s on s ta t,ed that Defense coul d a ccep t ltgricu.lture 's 
v ie w-poi nt o n t h is it .em if it \.loul d help secure approva l of the r emaining 
pr oposa.la .. 

The \T1.ce Pres ide nt quest i.onea wheth er t his change '-1ould suffic ie ntly 
s 'Lre ngt b e11 t .he comrnon carri e1' s to be wor th Yhil e. J.l.r. Schier poi rited out 
't.b e importa nce of tl1e ~heng e an~ believed it ·Jas entirely in keeping "with 
r,ast Cong :l"ess ionaJ . action . He t l1ougbt present p ractice of mo!'e aavan t a ge 
to fo od proc es so r s t l1an t.o tba f a1'mer. Tne Pre sid ent s u.m:narized the di s 
cuss i on by s ay i ng that it see-r:ed as if eve r yo ne a.g=-eed that the fa r mer 
er:ioul d 11ot be hlll't by any pr opo sed chs.~ e in tbis matte r . 

Se c. Ren~on stat ed Agri cult~e 1 s will ingn es s to go a l ·., R "'8 _ong wl i..!l __ eco!!.:!□en -
ds tion ~ , r estricting t.he au t :t.o!'i zat .ion f o'I"' · ' s ;, ... "tile ecretary o f Agric u l tu.re 
to inter vene befo re r egul ato r y conw~issions . 

The Presiden t sUe,geste d the oo s.sib# li~v •. .. . 
1 • .. • . .. · - .J. -"-.. ...na \, tne IC"'" 'f'!"i; ht 1 

ne t;e ssa ry _eg1sJ..Bt.io n and tbue e..vo.:,.; f- ' A d , \,., "-1.u.g • ... nt rodue e any 
.. ~ ..L IJ 1.on"" e~gogue r d 

1,1hic b. woul a. oe cer~i ,n to foliov if t he ., . Y en partisan ship 
Acr::; n1 c t rat 'f on ., ., , . ... 

- • - J.D ~roouc ed suc h 
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DETER~li~ED TO BE AN 
ADr~:: r4ISTRATIVE f;7ARKING 

E.O. 116521 Sec t ion 1 

By__;,,1/_ #_e. __ NLE, Date ?-s - 7, 

• 

. 
0 

Cabinet Minutes , J2/17/54 - page 3 

. ~ ; • a· ·he best approach a nd legislation . Ee stressed the need ior iin ing"' . d 
f ., . ....+ wer e ,:;.o be secure . U.Si .ng it if any of the objectives o v!llS repo ... "' d . 

. . . u.i.. a~msgo&ru.ery s.n pin -The Vice President underscored tn e coTlJI"len~s aoo"' - 0 

pointed the "big ·ousiness" charge that would be made · 

• 
; • .i.. a.,_....1ers S d . .I.. • • .i.. · ~p~ear~ncP O• uriVaue C ~.L ee . Benson intervene again vO ci~e une G ' ~ -G~ - - - - . 

when evident that corm!lDn carrie rs did not fully serve the farmer 9 ' in 

terests . He believed certain ch~ng es proposed by the Coimnittee could 
result in increas ed costs to farmers a t a time when the farmer s were 
seriou .sly squeezed . The President thought it might be advisable to 
seek the coope ration of farm organiz a tion heads in drawing up an acceptab l e 
pro gram which would provide necessary relief to the raiLroad s . 

It was agreed that the Committee would go back to work on the repo r t in 
order to determine what things were open to implementation at thi s tim e 
and to make specific recommendations for action whic h could the:i be cons i d 
ered b y tbe Cab i net . 

Dr . Flemmtng pointed out the great expectati ons that are arous~d when a 
new .Cabine t Commtttee is announced and a target date set for reporting . 
He hoped tha t se ver al other existing Gabi.net Coimnittees could get away 
fr om the need of me.king a formal rep ort and preparin .g a document fo r r e 
lease to the press . The President agreed that it YS.s not always wise t o 
a r1no1Jnce the est abli shment of a Cabinet Cornmj ttee. Mr . Brovnell also 
agreed on the des i rability of avoiding a formal document . Governor Adams 
cit ed th e need for hav ing a ta r ge t date in orde r to ins ure pr ogres s i n t he 
work of the Cormnittee eve n thoug h no public a..rinouncem.ent mi ght be mad e 
as ·to the date. 

~a~er _Reso~ ce~ P~licy (CP-7) - Sec . McKay s12utnarized briefly CP-7. 
Mr . Brownell exp re sse d a desire to have Reconutiende.tions 3 and 4 coordinate d 
with the Justice Department in particular regard to pending litigatio n. 

Sec . l~1cK.ay indic at ed ths.t this i nterim report vas not to be published . t-1.r. 
Wilso 11 cit.e d the need for a p'l.1blic warmi ng-up on ro;:;ny aspects of these 
Cabinet Committe e r~ports . Re bel~~ved it desi rable to establish 

8 
problem 

i n t .he public mind s.nd then allo-w t.1.me for -coro e!'.lts and suggestions to b e 
received prio r ~o adoption of any br oad, ideal sol utio ns w 

"d ~· ~ ... \.. · 1 Gove rnor ."'!. a:i::s n .... l,ea L..Ua-C a _egal questi on conce..,.,..,; nc- .monouo" i. ha.:i tur 
.• ·• . . . - - .-.!--o ""' - .!.._es u l, •• ned up l.n re ~ard ~o tbe Transpo rt Pol icv re oort . ~e be l ieved 

1
· ... · • 

J - - -- l, ces::i.:able to he ve the /;. ttorne y General re i.,-ie\.r a 11 of these .,...c:>o--t s to ; a ,4. • ~ 
need be advise on l egal ouest .ions. - '7":,e ?-r.:.~-ia·~~: ~~, - : enl,,:-..1.Y and if 

4 

- - - - -- - • t.t v .... _1.evea SUCb. a. Uract · sbo, ..1ld be standa r d . J.1r. Fle i,.:n~ng s11g..,.es+ea.., +ha~ .... ,. . . - lc.e 
. _ .. o ..,. ,., IJ \..2 e r.. "t "'tO rn e v Gene: 1 b o.~de &ut .... 1::-..stically e me~e r of' al, Cabin e ... 00 . .... .. . . • ~ ra _ e 

- ... l., ._, "'.'.'i'M, "'t...ees Ol.l"t t.n1s vas no+ follove-d up . .., 

' • 

• 

• • 

• 

• 

• • 

! 
·r 

• ' , 
• 

' • 
I 
i 
• • 

• 

I 
I 

, 

I 
I 

l 
I 
• . 

,. 
• 

l 
' 



. . . 

, 

• 

• 

11r,t•:,a f ~r"" ,.. _ Jfl 

- ·•c.a·· ( i f !.,,'.· ;._.j t ,_ J -

• 

Cabinet Minutes , 12/17/54 - page 4 

• 

.J,. S Wilson that tbe This led to a coteinen I., by ec . . . . 
are to be ac co mplis hed. . ., . "'" •T -'- ll aps in l egi sla tio n ~o 
Administration sh ould go ou"t 0 ~ 1 ..,s .,.a=:'., i.,O c':',...P ~,

1
i 

7 
ding thro•Jgh the 

the attention of Congress and -chus avoia el!lpll.... - . ~ ... 
8 

pe r +inent 
- . . t. .&'~ ; c; a 1 s M,... Rughes ci i..,ea - ... 

c l everness of Adminis-r;.ra ion 0.1. .L - - - • .- • - B nson a c-re ed 
Problem with ~pgard to uust ream con.servation, an d Sec . e O

• 

- .... - b . . Conc-re-s for review that it was desirabl e to t ake th~ :matter acK -co --o- ~ -

s i nce the legislatio n was now about five year s old. 

- • · · , · .: n con struct; on In regard to Recommendatio n 9 fer Federal pa.r-c1c1.pa~1.on ~ ., - -
· h d . . d ~1Qer ~kg~ th e Feae~al and fi..11anc ing , t he Pres i dent wis e 1 -c. Fl'P. e \.,; ,;;;;.ci 1.r. J.O. l., • • - • 

· · · ria~e u- oJ°C-Cs Ee was Government would take the lead in cert,ain app r op "' - ... .... · 
assured that i t was so made clear in the f1111 re port · 

Mr . Flemming sa w a need in re gard to Water Resource s Policy for a vivid 
statemen t of the rea sons for th e Administration 's deep conce rn and also 
one stating t,he broad obj ec tives pr io r to settin g forth any specific 
recornmendations . Sec . f'icKay stated bis a'War eness of the need :for a 
good selling progra m. 

p . L . _4~0. Pro g.ra_m ( CP-8) - Mr . F r anc .is sw inoari zed the material in CP-8 
and se t the ques tio n as one of wbe the r , tbe program was ove rl y cautiou s 
or overly libe ral. 

'l'be Preside nt inquired as to bow much money '-'Ould be re t urne d to the 
l ln i ted States through these operations . tlir . F r ancis believe d only about 
la/, would come back in dol l ars . Mr. Franc is then pointed out, and Mr . 
Hoov el~ noted agr eement, that t .his program had not been se t up es a .means 
of sa ving money on oth er programs . l'ir . Hoove r c ommented at length on th e 
many di ffic ult ies wit h which ·thi s prog .ram i s fraught end he illust rated 
'With de tails f r om the wheat-for-Br a zil p r ogram and the added involve ment s 
cau s ed by the negot iati ons between Argent i na and Bra zil . 

Se c . Benson qt1estioned "Wheth er the program as set up really car r i ed out 
the i ntent of Congres s, pa rt icularly in re gard to i mpr c7 ement of tr a de . 
~r . Francis bel i eved it did . 

M..r. Fler.uning asl '-ed about th e e)..'tent · · · h "'· +"' T • -"to wn.1.c 1·2 --~e _ n:::.c been used for 
sunplemer 1 t.ary S t ;o ckui linge'T of c r i ti 1"'81 ~,a 7.P.T").0 a l s rr-nc ::; _ _,s..: d=....,+-

e· • - - - - - - ~- - • - - - ... -= .i.. '= u.., co rmai::;.n tp d 
0:1 bi .s des.1re to see the United S-::a t es exch -!i......,2e ""·c.r i 51.-,:::i·r---: e- fo - d b-l -

• -..., :- - - !.;.-:J..:... o .i. ~a es 
;.tr . F:,~11c1: sai d much ~re_ ~ould_ be acquired f or the st ocey i li..r1-g if th e · 
door " er e ... o b e 07)ened in nis otn .::...,.. ns p ;.r r1i-.... 1=<.::onso~ .... --

0 
- d 

- -- - - - --.. • - ..a. • ->~ .:... J .!. au.re some 
figures conc-e rn i 11g stockpile acquisition s but 1 t deve lo :_od · .- ... t ... h ·i 

5 
. 

va l ved Titl e III and t.hat O!w. o-aid ·f'o- .:.he :--•e - 1· Al · :'"'
11 

i:n. a t.4.!. - 1..n.-
- -

4 
y - =~ .i.~- ~~ ao _ars . 

M-.... ;::.i.::.nsor ... e'i i ""'~•p.d •t;, ,, _:...... _.1.,,..-. 1,,.1. V -.-~Y- ,.il.E. 
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. . • In reply to the there would be no dange r of serious repercussions . , .. 
P . 0 

• • th -"f' • 0 .- 0 -r-rer; na ou'tt.er on resident Mr . Butz pointed out. -r.hat e ei _ec't ~ -· - ~ 
a bid basis would probably result in a pric e offering of 3B¢. 

h 1 of this The President commented that the expected income fr om t e sa_e · u ~· .,.. ... o.&' our amou.~t was too small to risk the loss of good vi on vne P8 - ~ ~ 
friends to wnom the sale of thei r butter vas a life and death matter . 

• • • 
On the other hand , he believed tbat there must be soBe place in -r.ne 
vorid where our butter could be used witho ut enda~gering our friends . 
In this connection , l-u-. Eoover had no objection to tne use of t he . 
P . L . 480 program . J✓u- . Benson emphasized that the current vorld pr ice 
of 41¢ was u.~doubtedly too high becaus e of governmental operations in 
the market , including our 0"111 goverorn~nt . Mr. Boover req uested time for the 
Stat e Department to explo re the matter with our allie s i nvolved. The 
Pre s ident so directed, adding a conuoP.nt that State should emphasize to our 
allies that the proposal was for expe rj mental purposes and on a very 
limited basis . 

1-ir. Fr ancia questioned how his Connni ttee could di spose of surpluses exce pt 
thr ough programs such as this . The President emphasiz ed the importance 
of other problems , such as world affairs, and commented that othe r members 
of our "family of nations " should not be compelled to pay for t he domestic 
blun de r of th .e Unit ed States when it got into the business of eccumula ting 
th ese surpl u ses . 

Mr. Francis t h en prese nt ed CP -9 . The Pr esi dent repeatedly emphasized 
h ia desi re to exc hange per ishable s fo r durables . Mr. Wil s on wis hed to 
co ndu ct barte1· opt!rations , as did t-ir . Weeks . Mr . Benso n noi nted out that -tl1e pre \riou s de·termin a tion not to sell but .te r to Russia at e price lower 
than t,hat pa id by American housewives was obsolete now that our domesti c 
fJr l ee wns rm1ch lower. 

),1rs . Robby emphasize d t he desirability of 
friends rAth er than directly to Russia . 

' . naving any sales go to our 

The disc, 1ss i o-::i t.r1en t urned to th e phrasing of any announ cements. 
it ppe red th.st. pub lic it~ r was not to be gi ven to thi s decision 
F·ranc-is t?mphasiz ed that he co1.tld not kee p the tra n saction sec re~ 
t ba t t he d~cisio n v0uld bsv e to be made in ~he knowledg e th.Bt it 
be public in -L¾e nesr futur e. 

i-rnen 
J•il' • 
and 
would 

spi r i~ ual, military , 

f~Jfl?::f'·n~ 1, , 
. . 

: 
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and mate r ial programs in foreign affairs. He believed 
of j udgment in r ega rd to su ch mate rial programs as are 
be essentially that of 11 net ad-..,-antage" • 

that the standard .. 
undertaken should 

Mr. Hoover felt it necessary to note th.at this action by the United Sta~es 
would run in the opposite di rec t i on to the things ~e bave beell encourag 1 ng 
on othe r countri~s in the question of .t ra de with co~!!!Ullist countri es. 
1"1.r. Allen Dulles spoke to the same effect with regard to sales of rice 
to Conuounist China by Far Eastern count r i es. 

se~m to T'n e President coimnented that all facts in the ms.tter did not 
b.a.ve been available fo r discussion, and he directed that the 
m.ent eY.amj ne the question more closely before any action w-as 

Sta t .e Deua rt--
take n. 

• 

Se c. Benson questioned whethe r this outcome affected existing policy for 
Belling soy beans for dollars to satel l ites of Russi a. The Preside nt 
believ e d they should be sold to any country in the world for dolla rs or 
on a barter basis . 

Over seas Pe r son nel t-ianagement ( CP-10) - Chairman -Yowig hastily ·presente d 
the Civ i l Ser vice legislative r ecoxnm?.ndations c once rn ing amendmen t of the 
Fore ig n Service Act, establishme nt of a career category for USIA, exte nd 
i ng compe titive Civil Service overseas, and r esubmitting last yea r's 
pro pos als on all owances and ho me le ave . 

Mr - Su.rmnerfield obj ec ted s tron gl y to an actio n taken last year whic h ga ve 
h ig her pay t.o Pue rto Rican po s tal employees than to US employees in the 
Di s trict of Columbia . Re hope d any simila r action contemplated unde r 
t hi s program would be duly coordiua ted wit h t he Po s t Office . Mr . Young 
a us ur c d h i m it ~ould be. 

M.r. Sa l tzma n set forth the State Depa rtm ent proposals t o iniplement th e 
Wristo n Report end stated that Chairman. Yo,1ng conc 1.irred, as ·a1d the 
Bur eau of the Budge t at least in principle . 

Mr. Young the n presen t e d the cost factors . 

'!'t}}e dis cus s io n '-"'SS t .ermina.t ed 
t h e Re i terns were p r o, rio.ed for 

• • • w"').'tn a 
• • • i n -cn.e 

co: ,,,nent by 
3udg et no·,.-

111T • Ht1gh es tha't all of 

~peci~~ B~dge t Que s tions - ':'his item w-as postponed beca use of the hour . 

Minimum Wa,t?e - Sec . l-titch ell reit er ated that t.b i s nuos+ i on 1--.""d - a· 
- • -:. - ..,_ .i...i.;;. oee n ,s -
cuss~ d fur the r, a nd t ,bat c:::.~, 'l'-reasury and T 0 ~oor -rec '""·• --·- ~a ... ed tt· -

, - - ,u<;;o - •.J . .... u se 1.ng ""he 
figur e st ~ . Co~ r ce Departme nt. r ecoi" o1enced 85¢ . In resp,onse to ~ 
qu~ r y from 'the Pr es i den ~, Sec . Mitchell indicated t bat 66¢ would b 
sp ecific level e q~iv -alent ro ~he cost of living inc~eas e _1 ~· e th e 
d ~ · t.·i - o_nc e Lne las t e "'ernina. o n. 

The A ttt> !"ney Gene r al belie '\red it pr e ferabl e fo r th e ? · d 
s- e .... "'e onl-v +,.. .. .... · - !'es1. ~nt to tnB.ke r e.1.e!" ac J ....... a suas ant1 s 1 1 ......... ...,..eas e '1 _ ,. ..:..b .. r t n~ 

- -- - - - ~ c. t.. .:.i:: 1-1,.Qn a s-oeci .:,,,i ..-i 
Th e Pr eslde~t beli~v d he sh~uld b e su ec i ~i c i n tl c St. '~ ~ c ~ gure . 
, ,,.. i · . - - u a i--e O.L t :ie Uni on 

t-.. essag .. , n pa rt. to serv e ,..-a:-n.1.ng &~a i ns t any unre~s-.. ... a· ., i 
(';""! At ' ~ - r. l • - . - - v_, 0 ~e ncr eas e. 1ne · -cor .... ey Je.,e r a bel:1ey,1eG t:h~t c ould b e a cc c r.rol, - d 

1 · - - sne ate r . iu- .Wilson 
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be li eved the President should state the 90¢ figur e. The Pre s ident be 
li eved t hat he could generously settle on 90¢ ncrw and eventually com
pr omis e on $1 .00 i f the Democrats attempted to outbid bim . Sec . Weeks 
f el t the 85¢ fi gure desirable since it would lessen the impact on 
mar gina l i ndust r i es , par t icularly wbere cov erage 1-ias being extended to 
t hem for the f i rst t ime . The President recalled tha ·t first ti me cove r 
ag e -would not be at the same 90¢ rat e. Sec . Benson t.e:r·iiied the proposal 
a gr eat shock to the far mers . The Pres i dent not eci that there would be 
rJ.o sp ec i f i c proposal as to how far extension of cove r age should go, and 
he noted that wages in most of the country -:..rere already above 90¢-

The Pr es ident concluded the discussion by saying tbat his mind bad not 
b ee n made up to say specifically 90¢-

Next _~~e t i ng - Governor Adams stated tha t t he next meetjng wou.ld be held 
on t he t hi rd or fourth of Ja nuary for the purpos e of di scussing the State 
of the Unio n Messag e . 

Copj.es t o : 
-.lMrs . Whi t man 

Mr. Rabb 
Mr- Mi nni ch 

/a U1 
L. A. Minni ch, Jr~ 
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December · ZO, 1954 

The White 1-l-~se · 
· Washington 

. ' 

THE CABINEl' 
. . . 

Re ·cord of Action 

. ted at the Cabinet The following is the action taken on the items presen · 
Meeting, Friday; December 17, 1954: 

Item 

l. Review of Transportation Policy 

2. 

(The Cabinet Committee on Transport 
Policy and ' Organization) , 

ACTION: The Cabinet Committee 
on Transport Policy and 
Organizat~o~ . will co _ntinue 
its study for the purpose of 

' . 
dev e loping s p ec ific action 
r ec omm e ndati ·ons for future 
con~ideration by th e Cabin e t. . . 

. . 
~!1te_rim .~eP?:,t_ to th~ Pr~s ·i~ent 
or, N a tional Water _:policy . ' 
ACTION: Th e Cabin e t Committee on 

Wa t e r R e sources Policy will 
continue its study for th e pu _r
pos e of d eve loping specific 
r eco mmendations for future 
consideration by -the Cabinet. 
Th e Justice Department will be . 
consulted '\Vith particular refer-
e11.ce t o R e c ommendati ons 3 a .nd 
4 of CP - 7. 

• 

3. R eview of 'PL 480 De cisi ons taken 
by t.h.e Int erag e nc y C ommittee on 

.~&ri c ultur ·a l S~rplus Disposal 
ACT ION: Th e r eco mm e ndati on made in 

GP - 8 was appr ov _ed. 
-

4. P olicy Review of Dollar Sales to the So,:iet = • . C 

Bloc of ~gricU;lt.ural Surplus Cotnmodities 
ACTION! Th e Stat e Department will 

a rrang e for further study of 
the proposals made in CP ·- 9 • 

• 

5. Overseas Personn e l Management 
ACTION: The proposals in Part A of 

CP - · l O_ were appr~ved. 

6·. Special Bu.dget Questions 
Withdra ·wn. 

. . 

• .cl -

• 

Document 
Number 

CP - ·6 
(with revised pages) . 

CP - 7 

CP - 8 

CP - 9 

CP - 10 

• 

( Oral) 

• 

. . 

-• , 
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A. 

B • 

Butter Sales to the Soviet Bloc 
The State Department will examine further and report back to the 
President concerning proposals to sell surplus butter abroad on a 
bid basis, 

Cabin et Committ e es - Car eful consideration will be given on a 
case by cas e basis t o the desirability of making any announcement 
of the cr eat! on of an _y new Cabinet Committee. Such a.nno11ncement 
a s may be made will not refer t o a rep orting date or anticipate the 
pr eparati on of a public document. 

All Cabin et C ommitte e s will c oordinate th eir pr op o sed reports with 
th e Departm ent of Justic e in ord er tl:iat tHat Department may identify 
and advis e ott ahy 1egal aspects. 

• 

• 
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