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THE WHITE HOUSE
WASHINGTON

December 14, 1954

MEMORANDUM FOR GOVERNOR ADAMS

Attached for your perusal, in advance of Friday's Cabinet Meeting,

are two papers which are expected to be on the agenda:

1.

The report of Secretary Weeks! Cabinet Committee
on Transport Policy and Organization. Since this
paper is rather lengthy, I feel you should see it
ahead of time. I am familiar with this paper and
have attended meetings of the Committee. If you
should want me to brief you on it or discuss it
with you, I will be glad to do so.

The Interim Report from Secretary McKay's
Cabinet Committee on Water Resources Polioy,

I know that you are interested in this paper and
would want to see it in advance. I will be glad to
g0 over 1t with you if you desire.

The other papers expected to be on the agenda are:

1 will also send you copies of these io
reproduced,

i 2

1.

A report (in two related papers) from Mr. Francis
on the recent conclusions of his interagency com-

mittee concerning the overall Agricultural Surplus
Disposal program.

A paper from Justice and State,
the request of the President, on
turming alien property.

being prepared at
the subject of re-

A paper irom Mr, Philip Youzns on
18 O

Affairs Personnel System and on the Department of
State Personnel lﬂ?agratian Pro ]
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THE CABINET

Revision of Federal Transportiation Policy -

Report of the Cabinet Committee on
Transport Policy and Organization

For consideration by the Cabinet, attached is the Report

s

to the President from the Cabinet Committee on Transport Policy and
Organization. This Committee, chaired by the Secraztary of Commerce,

was established by the President on July 12, 195k,
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The Report is preceded by:

A. A Brief of the Report, which identifies its

major recormendations;

B. The Transmittal Letiter to the President from the
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SUMMARY

The President's Cabinet Committee on Transport Palicngnd Org§nlzat10n
was established on July 12, 195k, to undertake a2 comp?ehen51?e revl?W'of‘
Federal policies and programs as they affect the abillt¥'of FheLvarlﬂus_
forms of transportation to provide their essential services te the public

and meet the requirements of national securily.

In response to these instructions, the Committee examined existing
transportation policies znd determined to focus its primary attention on
those Federal policies which 2ppear to be mcst urgently in need of
revision. In the course of its review, the Comzitiee drew freely upon

the many studies made in this field znd upon the knowledge and experience
rS. Upon
ived from

— -

of Federal zgencies concerned with itrarsportation m=t
invitation, numerous stztements on the subject ware r
intcrested private groups.

"
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The Government's responsibility is to provide 2 sound policy framework
within which each form of transportation can develop 40 its maximum
effectiveness in competition with all other forms. This situation does
not now exist. A major cause is the obsolescence of many of our existing
transportztion policies which stem from the transportation system as it
existed many years ago when the railroads had virtvally a monopoly position.
As a result our transportation system is not as strong or economically
healthy as 1t must be to serve our public needs. Some of our ma jor
common carriers —- particularly the railroads -- are in a weakened

finaneial condition.

Prompt steps must be taken to permit common carriers to ovarcome
prosent difficulties if we are to aveid serious adverse cor:sequonces for
the overall transportation system, and for the nation's economy and defense,

The prineipal emphasis of this report is that Federal policies, urndep
present circumstances, should be amended to permit grezter reTi:ncE’gn
competitive forces in transportation pricing, and to assure tie“ra* -
of a sound system of common carriers., T: see. e
first, by proposing fundamental changes inp ¢
These chinges would principallys:

22 Aniterstzte Comrerce Act.,
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December 7, 1954

The President
The White House
‘lashington, D. C.

ify dear Mr. President:

On July 12, 1954, you estsblished under oy cheirmanship a
epecial Cabinet Committee on Transport Policy and Orgenization. You
requested that we undertake a comprehensive review of Federal policies
and programs as they affect the various forms of transportation and that
our recommendations be submitted to you not later than Tecember 1, 1954.

In the preparztion of our report I heve hzd the full cooper-
ation of all members of your Committee. To assist us in our review of
government transportation policies, I appointed = Working Group composed
of outstanding individusls who have long had e close understanding of
the Nation's transportation problens. Mr. Arthur W. Fage, 8 Director of

the American Telephone and Telegraph Company, New York City, served as
Director of the Vorking Group.

I wish to commend each member of the Working Group for his
contribution. Your Committee's unanimous report and recomzendations
are based on the study made by the Working Group.

After examination of the Nation's transportation problems
your Committee determined to focus its primary attention on those ’
Federal policies, as distinguished from state and locsl responsibilities
which appeared to be most urgently in need of revision if the trang- ,
portation industry of the United Ststes is to mzintasin itself st meximum
effectiveness., This decision wes made more feesible by the fact thét th
Administration recently completed studies of civil air policy end m&rit‘g
subsidy policyv. Your Committee fully endorses the avistion EQTicies seime

forth in the report of the Air Coordinating Cormitiee znd ng<ze that many

of th&Arecammendatians made in the maritime policy report h&;;ual”eady been
enacted by Congress and a number of othsr legislative proposzis tased on

ithis study will be presented io the next session of Congreecs
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national security. In advocating more flexible rate- making opporiun-
ities for regulated common carrier transportation, we are mindful of
the fact that they are reguired to meet at all times thelr common
cerrier service obligetions. lMoreover, our report does not propase
amy change in existing regulatory &uﬁhﬁrluf over ihe entrance of new
enterprise in public transportetion.

Yle have not prﬁpased any changes in the Federal ﬂrganlﬂa-
tion for the administration of Lranspﬂrtatlnn functions and responsi-
bilities. It is our beliefl that any necessary organizetional adjust-
ments should follow the revision of iransportaiion policies to permit
determination of required changes in the Federal siructure for theilr
most effective administration. However, during the course of our

deliberations, we have kept in close tauch with your ..dvisory Committee
on Government Orgenization.

Respectfully yours,

Sinclair Weeks, Chairman

Cherles E. Wilson

Arthur S. Flemming
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Report of the Cabinet Commitiee on
Transport Policy and Organizatior

For consideration by the Cabinet, attached is the Report

to the President from the Cabinet Committee on Transport Policy and

Organization, This Committee, chaired by the Secretary of Commerce

was established by the President on July 12, 195k,

The Report 1s preceded by a Brief# and Table of Contents,

The recommendations of this Report apprear throughout Szetions
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T. INTRODUCTION

Within the short span of one generatlion this country has

-_._#-—

witnosscd 2 iransporbetion revolution. ALl elements SE.FEE ec?ﬂzii
have been profoundly afiszcted = investors 1n trénspsrtatlhntiraf_er?)
gecgravhic regions, distribution, iﬂdivi?u&l sh%pgfrﬁ: ?heﬂ ggpﬁghe’

the ultiratec crnsumers cf poods and services. =5 22LS ?S¢+? ikl A
rezilrcads held a2 virtual monopcly of interg%t?‘EFEHS?Dfﬁgulfﬂ;fl Fall
excention of areas served by wzicr. 1In soriking pannrasn,éfh:.e is .
available today a wide selecticn of transport m§?nﬂds for uﬂE'EO;:z?En
of gocds and peosple from one place to anﬂ'h§r with SCONTIY s eXpe ;ul? éss
and safety, The individuzl, whether traveiling f?r TE?TEEt%?E or 5;2
purposes, has a choice as betiresn the private autonobile, 1nuerc}ty s
transportation, air transportztion, and razilroad tra?ﬂl. The shlpper,
whether interested in miving raw products 4o industr}al‘plants or
distributing finished profuctis to a naticmwide market, 1S f?ee to elect
the use of his own truchs, common or CINLract garriers by h%ghﬁ333 2
continental and physically integrated system ¢f common Carriir
transportation by railrecad, pipelines, cozsizl and intgrcm?stgl '
services, inland water transpcrtation, or the rapidly ceveloping &1r
cargo services,

In major respects, government has played a decisive role in these
fast moving and dynamic changes in the organization, financing, and
operation of the Nation's domestic transportation services. All levels
of povernment have participated. The states have playcd a dominant role
in the provision of an expanding and modernized hiphway system, although
aided by the Federal Government through a program of grants-in-aid. The
Fedoral Government has spent vast sums of the general taxpayer's funds for
the improvement of rivers and harbors. More recently 1t has aided
materially in the development of airports, the financing and management
of a nationwide system of aids to air navigation, and has advanced
substantial sums of money in the form of 3direct financial assistznce for
the development of air transportation,

The net result is a comretitive system o
practical ypurposes has elimizzted the monopol
this segment of our econgy s*a2 thirty ysars
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Your Cabinet Committee hzs proceeded from these funda;ental
premises in its reappraisal of national transportation policy: nama}y,
that the transportation industry operates today in the general atmosphere
of pervasive corpetition; that adjustment of regulatory pragramf and
policies to these competitive facts is long over-due; and that Lhe
restoration and maintenance of a progressive and financially suvrong
system of common carrier transportation is of paramount imporvance Tojy
the public interest. |

Although it remains true that there is some rail-bound traffic

and some water-bound traffic, the bulk of this trzffic is corpetitive
in the commesrcial sense even though not directly zmong CarTiers SErving

the same points.

Even where there is nc direct inter-cazrrier competition, the great
development of competitive industry in various parts of the couvniry
has placed indirect competitive pressures on transport rates. For
example, producer A m2y be impelled to ship 211 his sutput of, say, heavy
steel, into a given market by rail, but producer 3 m2y be able to reach
the same market by 2 lower cost water haul. The self-interest of the
railroad serving producer A demands that transporiation rates be maintained
low encmgh to enable preducer A to compete in the market,

Such competition is not confined to the profucts of different firms
in & given industry; rclated industrics compete for certain markets in
which alternative goods and serviccs may be substitutable. A notable
example 1s competition among fuels such as coal, natural gas, and fuel
oils Thus high freight ratcs on rail-bound csal would directly affect
coal's competitive position, and reduce the coal traffic of many
railronads,

In short, competitive conditicns have been substituted with the
prowth of new forms of transportation for most of the me

| : onopoly element in
the railroad industry which in the past prompted sc much of cur pre;ent

transport policy, both regulatory and prom-ticnal. Moreuver, the
altornativas of shippers are no longer confined t2 the regulated common
cirricrs.  Even comparatively small shippers have the possibility %5'
substitule private transportation for at lezst 2 sart of their traffic
and this oppertunity of the shipper always stands in the backgrgund*as’a
stimulater to the common carrisr and 2s 2n ultimate regulator of what it

L*

can do in its own intorest.,
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We do not find it possible to define the limits of the tasks+?h1ch
these and other forms of transport should perform in a transpartaulﬁp
system which best meets the needs of the public. On the c?ntrary, we _
believe that such 2 system, in the f.ce of rapidly developing tech@ﬁlﬂg}
and a high rate of innovation, is to be zchieved cnly by;the exercise of
& wide freedom for competitive eryperimentziion which enables the o
purchaser of transportziion to adapt heth service and cost opportunities
%o his own reguirements,.

Thz Esscentiality of Cgmmaq_ggrrieg_TraJ335rtatiag

-—-—.— —

The public interest reguires the rﬂintenancﬁugg_a s
VigOrous CoOmmOn Ca2rrier Lransportation Service by 211 cf the available
means of transport, each operating within its respeciive capabilities

and developing in accorgance with the indicaied cemand Fod

its scrvices.
Such common carrier service is indispensable, yet ihe financial position
°f some of the major common rarriers is precarious and they lack the means
to offer superinr service aas to apply technological advances with
desirable rapidity.

Our national policy has not provided us vith the best transport of
which we are ecapable, cither in rate of technieal development or in
adjustment of the several types of carrier 12 their areas of greatest
usefulness. Both the present force of competition, including that from
other than common carrier transportation, and the unusual ~bligations
which are placed upon common carriers argue for relieving these carriers
as far as possible from restraints designed to meet c-nditisns which have,
in recent years, either disapreared or been greatly altcred.

With some exceptions, repulated common carricrs are today assailed

by a large and growing volume of competition by exempt for-hire carriers

or pseudo carriers whose operaticns are largely of opportunistic character.
These operations are conducted without the necessity to publish rates, with
frecdom to discriminate in rates and service, and with n> obligation to
scrve the gencral public. This type of cperation as it has beesme more
widespread has operated not only to the detriment of comrmon carrier
transportation of all types, but also has impeded the organized and
effieiont marketing of many types of comaodities - oarticularly products

b |

0L agriculture. The continuing growth of this exempt carriage cannot be
crmitted if the Nation is to haove = hezlthy comzon carrier indusiry which

Tfords adegquate nationwide transportation, adequzte for cur needs teth in
CACe and in war.
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The problen of keeping the railr-zd indusiry 2s 2 whole zbresst of its
rortunities for serviece and af 1ihe expecied recuiirezsnts of the rnatisnal
¢fense has bean particularly hefflins. )
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ﬁfﬁ" The possible effects of attack upon the United Stabes n reduciﬁ
F production potential and in effect upon transport canFDt be f?recas 'rt
'ﬁ Although they are potentially severe, provision mist be made O Suppo

with transport our full economic capability without allowance for
reductions imposed by attack.

A peneral transportztion policy does not concern %tsél?‘W}tF
nunmerical capacity problems. It seeks rather to provide welght 1n
the directions kn-wm to be requisite for z satisfactory defense ?ﬁS?HTE.
In that context two primary cbjectives may be notved: (1) to em@hﬂﬁl@e
the growth and devel-pment of the several forms of transpcrt Somewnav
in accord with the proportion2l demands that cefense will make upecn
them, and (2) to support their financial well-being to the end that they
will be physically in excellent shape and possessed of z desirable
flexibility and some degree of excess capacity. The ctverse is that
a policy under which the transportation enterprises generally live 1in
precarious financial peosition is not a policy calculzted to enhance
our preparedness, Similarly, 2 policy which has the eifect of steadily
weakening any form of transportation on which we must place majcr
reliance in the event of war is not & satisfzctory defense pelicy.
As will appear our present policy suffers from both these deficiencies,

3 by

ALl indications point to the fact that it will be necessary for the
railroads to absorb virtually all of the anticipated increase in domestic
traffic and in addition take on substantial diverted loads in the face of
conditions which prevent any material expansion of their physical plant
or equipment because of the competition of higher priority items for Lt

Q
available materials and productive capacity, £
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w
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In the face of these expectations, the extent to which the railroadoswn
industry has declined in its share of the tot2l transport load in recent
years gives cavse for serious concern. Alth-ugh the present relative
contrilution of the railroads to total transportation volume is not
greatly different than their 190 contribution, there is not today the
surplus of motive power and rolling stock which charscterized the 1940
position, and this constitutes a mzjor and significant difference in the
situation now as crmpared with the base from which we lzunched our
participation in the Second War,

Nevertheless, the railrcads alone of our domestie forms of transport

have a large flexability to handle an expanded traffic with 2 minimm
increase in their equipment. Whereas other forms of renspzritation és
a rule require additions to equipment in
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The Subsidy Problem

There has been much controversy as to whether some of these
aids constitute subsidy and, if so, in what degree, It is certain,
however, that programs such as the Federzl provision of toll-free
river and harbor improvements do establish an element of competitive
inequality which is generally unfavorable to the razilroads. Moreover,
they have the effect of fresing motor, water, and air carriers very
largely from fixed investment in a permanent wey and thereby materially
altering the cost characteristies of those forms of transportation.
?his affords them 2 flexibility which does not exist in the railroad
industry, for government has largely accepted the fixed costs associated
with their basic plant.

When, in the face of this situation, railrcads are in considerable
part barred from giving effect 4o their primary eccnomic advantage - that
of low-cost, large-scale transportation over relatively long distances - the
public is deprived of access to a good pzrt of the czpabilities of this
tyPe of carrier. In turn, the carriers are deorived of an earning power
which would enable them to keep their plants abreast of madern technology.
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II RECOM/ENDED ACTIONS

The major objectives of the following recommended actions and
revisions of public policy affecting transporiation are:

- - L . ®
1. Increased reliance on competitive forces of tramsporvaiion
and rate making in order:

(a) to have transporiation enterprises function
under a sycstem of dynamic cormpetition which will speed
up technical inncvation and foster the devsiopment of

new rate and service concepts;

(b) to enable each form of transport freely to
reflect its abilities in the market by agszressive
cxperimentation in rates and service in order to
demonstrate to the full its possibilities for service
to the shipping and traveling public.

2e Maintenance of a modernized and financielly strong systom
of common carrier transportatior,

Je By cncournging increased efficiency in czrrier management,
to produce significant economies in the performance of all transportation
services which, among other thin~s, would give the ultimate consumer the
benefit of the lowest possible transportation costs,

he And, finally, to guarantee that the national security will
never be jeopardized by an inefficient transportation system during
war or defonse mobilization, |

- , A
Declaration of Policy

g i -

The first and essential step in the recommended orogram is
revision of the declaration of velicy in the Intsrstate Commerce Act
to alter its tone and to eliminnte language which has becn oroductive
of fevere restraint upon competitive rate ang Service exﬁerimantation
by the scveral types of transportation subject to the act, )

The prosent declaration of pol
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The declaration of p~licy should be revised tc make it clear
that common carriers are to be permitted freedom, short n? ?v?rt _
o discriminatory practices, to utilize their ecanﬂmi? capabilities i?
o the competitive pricing of their service and that 1in gll regulﬂfﬁ¢3
g | matters the Commission is expccted to act as an adjudicator, not a
business manager,

Such a revised declaration might read substantizlly as follows:

- -

R —
each form of transportation toc cemonstrate its potsntial
in scrvice znd in rates, siubject o-nly to the proviso thz

=
nor shall any carrier place in effect rztes which f
cdircct ascertainable cnst of wroducing the service
applies,

"Hegulztion of all modes »f transportati-n subject to the
provisions of this act shall be f2ir and impartial and apnlicd only
to the oxtent reguired for the nrotectisn of the general public and
without exemption for commoities or particular classes of trafiic,
but protecting bona fide private carriape,

"AlLL of the provisinons of this act 2nd other acts affecti
transportation shall be interprcted, administzreld, = T
a view to carrying out the sb~ve declaratinsn - pold ey, H

kh

| For eonsistency with the decl=ration suggesied abive, sectizn
500 of the Transportstion Act, 1920,§f should be repealed in srdar to
climincte an expression of intent particularly to facster transpoartati n
by water,

Inerc sed Reliance on Competitive Forces in Rate Makins

constitutes the corner-stone of = nrgermized resulatory nre
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With the changed character of transport organization and the L
development of pervasive regulated and unregulated service and co§u
T competition Ior traffic (coupled.with extensive government financing
o of highway, waterway, and aviation facilities), there is no 1Dng§r a
ﬁé{ need in the public interest to continue these rate controls, subject
2 to certain exceptions, if the Nation is to have & healthy common 1

carrier indusiry, and to help assure the most economic use and needed
development of our transport capacity.

The value of service todzy for any method of transport is in mosv
instances fixed by the rates of competitore or by the cost at which the
scrvice can be orivotely performed by ihe shipper. A4s there are
differences in the gquality of service and in the zncillzry costs to
the shipper, forms of transport which hzve inferior service or scrvice
attended by additional costs borne by the shipper directly must have a
cost advantage which is reflscted in the rate to secuwrs bn
rlthough it was one of the objectives of the enzctment of
Carrier Act in 1935 to secure 2z controlled transition towa:
of-s.rvice raie structure, this objective has not been =itz

snalysis of railroad cost and rate relationships indicates that
the railroads have a pronounced cost superiority over itruck transportiation
on volume movements over longer distences. On the cther hand, truck
transportation, both from a service znd cost standooint, has equally
marked advantages in the shorter movemants, 2nd for same type of )
commodities has a cost advantage for intermediate ﬁistance;}
analysis of the rate-cost relationships under widch iraffie is
distributed as botwecn rail and itruck discloses striking inconsistencies

and an esscentlally unhealthy situation for which regulaticn is at least
partly responsible,

However,

Lf the market is to determine the ampropriate use of cach form of
tronsporation in accerd with shippers! judemsnts of the utility t; them
in terms of cnst and service, rates must be allowed to rEfTEGt cost
advantages whenever they exist and to their full extent P |
recgulatory policy defeats this srospect in large part since garri

. =y
notwithstanding demonstr: - i = : iers,
5 E demonstrated lower custs, are permitted to do no oo

than o meet the competitinsn facing them which, wiih somo eyeantd -

means to name the same rate rﬁgardiass of costjvn;aiiﬂ;i;‘:-C:H“I?HSJ
whore private or unregulated comaetition or tha-yi = .
ecstablishmont is iﬁ‘u"f‘l‘h},d, even this mich -
donied the common carriers because af thé
when proposed reduced rotes heve be
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Hence it is proposed to continue

regulatory authority to orescribe

minimum rates of carriers subject to the

Tnterstate Commerce

Aect in the

place of those found to

be unrezasonably low because

not compensatory

(rates which fail to cover the direct ascertainable c?st Df‘pf;?;ziziip
the service to which the rate applies) and to_prescrlbe a rE*";Fe}we .
of rates which would avoid unjust discrimination Or uqu?'pril;*

the event the latter are found 10O character;ze g;y EflSting Tayge
relationship. This would include the relationsnhlip O rau?g 2? > e
maintained as between intrastiate and interstais cam?erc%‘fn?-§ L
comrd Ssion have prescribed 2 basis ol intrastaie r.-_:—,.ugs 'w;llfn 3‘_5':{.;“
ineonsistent with the basis currently in Iorce oD iﬂﬁerSEau?‘EruTL c
in a degree shown to burden interstate CcOmmMZICE. ihf ?ﬂyu?%lby;f?h
nreseribe maximum rates would bz deleted from The act togetner v
the concept of the reasonzble meximum rate. In ths

nz sbscace of
aubhority to fix maximum rates, the necessity for the rule o =ate -,
wnking largely disappezars, g

]

L

1.
Rasic revisions of the Interstzte Commerce Act are reguired to K\Hjﬂﬂgj
effect these changes.é/

(b) Suspension poWerss The powver of suSpensin? ?regu&n?ly ha
becn used by compelbing carriers merely to delay decisions. Horanver,
the standards which have bscn developad to determine the l2wifulness
of suspended schedules have becomz unduly rostrictive, holding the
carricrs to the neeting of commctition only and lsrgely denying them
the ripht to give eifect to their full economic capabiliities. In erder
to rem:dy Lhis situation we rccommend that tho pertinent provicions of
the Interstate Commerce Act be moldified to provide that wpropoescd
schadules shall be subject to mso~nsion only in the czse oI nroposad
roducod rates and orly if it apocars to the Commissicn that:_l_l_/

l. The rates proposed, or some of them, fa2ll below thi direct
agcortainabla cost of performing the scrvice to wnich 1t is proposed

4

to apply them, or that

“that part of section 13 (L) of the Interstate Corm

which reoads, "it shall prescribe the rate, fare, or charge

3
mexinum or minimar, or mexdmum and mirdmam, thareafter t2 bz charzed,!
and provide in its stead that "it shall oreseribe the relationship of
~ates Lherssafter to be mainvoinzd, "together with like chonzes ip
scebian hod (). =

5 oo ; S 1 o p & "
Szetien 15 (1) of the Intersiate Commorce Act 4o bo Eamalorly
E o _1:: — .J " ¥ e 0 > 3 ks - . N = '\u-|. ™ : :
modifioc Lo provide authirily Lo orescribe minismum raies in the nl=ce
‘" 4 B b F ™ ‘ b S g T) w ! -.':' 7 g = Pl %
1 NS 18100 'L.,:'- ‘:& UAN225200 ‘1'% L% 2M1I0 LD e SCriose = I‘_;Esgn::_:ﬂe
o 4w e i, o + . '} -y Pl e - -
rel=ii mship of rates in the event of 2 f3ind o of uniust diserimination
ey 1 o = .5-"" i e L - i e, Yoo, R - o i : i -~ -
L WNEUE PPELSTIRCCe OAMAA=r revisinons to e rade in secii-ns 214 (c¢)
218 (b), 307 (n), 315 (b), =2n3 D8 (b). ?
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to be charged,® in srder to rolicve such Joinv ra2ies of ooy otker
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cretiane 21 (1} &V, (P . 4 1ne f - ™ =
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the rate would create uncue
of rates

2. the carrier or carriers proposing ARE =
preference by its or their failure to extend 2 similar 2;:;iiﬂnq It
to places similarly circumstanced with reference t? caglao*aratestants
is further proposed that the burden of proof be shiited © the rabes
and that the suspension period be reduced to three monuis, et B
V. to become automatically effective at the expiration of this perd

o the @bsence of 2 decision and order,

We reccmmend tnzt the Burzau of 4ccounts, Cost Finding and
Valuatiorn of the ICC bz strengthened to the full ——
it to carry on its studies and rcsearch on Lranasporial
arovide current informz2tion for mzasuring cost competl
%ransyartatiﬁn field anZ in order to form 2 bosis

judgment of what constitutes compensatory rates.

(o

In addition, we recommend that the ICCt's rescurc s_énﬁ nﬂ&isfff
developing current information covering transport “peravions ?Qu the
movenent of traffic be strengthened. This knowledge is esscntial if
the Commission is to effectively carry out its necessary regulstory
functions,

(c) We recommend reveal of the long- and short-haul clause of
the Interstate Commerce Act.5/ Except cn the Corrissicnls special
authority - usually alter a hearing - the railrozds for years have
been prevented from practicing what have generally been regarded as
specific forms of preference and prejudice, i.e., the charging of a -
Lower rate from A to C than from A to the intermediatc B, or the L
charging of a higher rate from X to C than the aggregate of the &
intermediate rates A to B and B to C, \

e

These prohibitions might be justified if t'ere were no competition
for the railroads to meet or the competiti-n were evenly distributed
among, their stations and equally potent at ezch,

The fact is, however, that competition exists batween stations
1n varying degrees, anl when the railroads seek (for instance) to
publish rates whichare lower to the Turther Zistant point which is
located on water than to the intermediate point which is inland, they
rre Nt ereating oreference 2nd nrejudice, These are already oresent
by virtue of the existence »f water survice to ih Turther iis%ant

point and will continue - resarless o any aetin !
. A . — i o i
ar may o™ teke. The only gussiinn 1sy 2re ths rzilroazs entitlan ¥s
mekKe thomselves cognetitive -r is the raffic to b2 handled t; ols {e )
- by . k Y z - b ] R | -
furthor lstant naxint excivsivsly oY thz corpatitive carTiar?

Y & . 5 - - .
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REVISED
A Modernized and Financially Strong §3§tam.g£_00mman Carrier
Tﬁgﬁéportiiinn Must Eglﬂaintalned
- s the hard

rrier service has heen recognized a =
Yet, in recenuv years there have Oe€n

gated 2gainsty +he maintenance of
transporvation.

Historically, common Carr:
ccre of our transportation SySTER. I1EL
= yumber of developments that have miTigaile
a finanéially strong system of common CArrier

tmong such developmenis are ihe rapid grsfth of PE??EE?;{Ffiziizzzd,
fleets of trucks by indusiry and agriculture, the rg}aulve E‘LM; g
status of contract carrier service, statuto;y Exemptlfn of uﬂf -
transportation of wvarious cammod?ties frgm'zhi Eegulazﬂn?'canu?mi
imposed on common carriers and the practice ol urlpjigaglng E?tﬂ-t'ﬁ
vehicles, A1l of these developmenis have had the effect od d}?er 1:§
profitable sources of iraffic from the common CATYTiers. T? ?nl? must
be added the large deficits resulting from the enforced malntenance
of unprofitable passenger services by the railroads.

Manifestly, if we are to have a sound and financially'st?ang common
carricr transport system so necessary to the contirnued expansion o? our
nitional economy and the even greater need during emcrgencies, policy
revisions must be made to reduce or entirely eliminate these elements
of the transportation system which tend to undermine the ability of b
common carriurs to perform their obligations. To this end we make thg;
following recommendationss \

L

(a) Private carriage. We recommend that part II of the Interstate
Commerce Act B/ should be revised to exclude from the private carrier
category all ecarriers which perform any transportation for compensation,
including carriers which purchase commodities only for iransportation
and subsequent sale. Stated another way, private truck operations
should be limitod to the distribution of the cwner's products and supplies
from plants, the distribution centers, and the return haul of materizls
to be used in his own operation.

A primary problem in transportation at present concerns the
infringement of private carricrs upon the field of comon carrizge
and the nced for remedial action in the form of more effective
regulation of private carriers cor enactrment o i
o I e
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(v) Contract carriers. The definition of “cont?izg Ei?ziir
by motor vehicle" and contract carrier by water provi o B il
Interstate Commerce Act should be sharpened to make C Eﬁzhp Ayl
carriers are of a specialized naiure 1o the extggt tha t‘filthe v
substitute for a feasible private carrie? operatlnn-ani ng céﬁiﬁﬁ
not perform services which would ordinarily be und@rtaner;t v herﬂr; -
carriers, 9/ Provision should be made for conversion, a:“??Fic:t;s ’
of existing contract carrier permits to common CArTier cu%?l-_d:’ined
where the carrizge is not that of 2 comiract carrTlel =?|§_ove > iFi;d_
and where the holder of the perpit m2kes application ﬁlbﬁi??a i;:cg?_
time and shows that he is eng2ged 1in bana*ggdg_transpcrtaulun for hire
which is not contract carriage as so defined.

To further assure that the motor contract carrier will opg?ate in .
its approprizte role in the transportation system, part cfﬁtnftlnter5uate
Commerce Act should be amended to require the filing 2nd pﬁhll?aul?n ?E:;_
contract carriers of actual rates, chzrges, znd regulations Eflﬁﬂtlngfb
transportation under their contracts or the putlication of those _ﬁ
contracts in entirety at their Gptian.iig/r %

[ S |

The purpose of these recommendations is to protect common car?iers
against contract carriers whe are in effect engaged in common CAarrler
operation with-ut having had to demonstrate the "public convenience
and necessity" of the service offered.

There has developed an area of conflict between certain motor
contract carricrs and competing rail and motor comm-n Carricrs OvVer
whether the eontract carriers are not, in many instances, actually
performing a common carrier scrvice. These contract carriers are
taking substantial blocks of traffic in their service areas through
egxcessive numbers of shipper contracts constituting in effect comm-n
carriage. The provisions of part IT of the Interstate Commerce Act
with respect to publication of rates are alsc more lenient to contract
than to common carriers. The former are required only to post their
minimum rates in contrast to the requiremcnt thzt 2civnz2l rates of
commen carriers be published. Due to this disparity it is not possible
or common carriers to compete effectively because they have no

Interstate Commerce Act should be amended to recui
of actual rates charged together with the contracis
descripticons of the services to bz rendered by contrs

.l‘ T b }‘, ..H..T..-ﬂ :'w-{ -:t " Y Tl
iC) Bulk commedi Yy €
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Both railrocads and many COmMMOR carriers by'???er antenf that ;?fég
competing service in the carriage-of bulk CDmdelul?S is fu%_{griizé;u p
sncluding the requirement that actual rates be published. ubl'-h,*beir
carriers in exempt operations, on the other Eagd, recd not pu '15 tféﬁ,the
rates and are able to obtaln corpetitive trafiic by;quﬂ?ing lfﬁuf 2 Foulfl
published rate. Common carriers by water conte?d tna? it uheE are 1Gd‘ -
the benefits of the exemption they must ssgregate t?91r t?ws o exclu etgm -
oxemot commodities. This procedurz is often im?ossible, in WﬂlCE.CfiELh ey

mst quote published rates with the risk ol losing thf bgslneEs u?LQHFFLE?
carrier cuoting a secret exempt rate. It 1s claimed GhiE-C?HAD?mluF Wit
the reawirements for excmption results in opsrating ineiilclefCles such as
smalle; tows, 2nd poorer service L0 Some shippzrSe.

(d) Freight forwarder 2s30Ci2tionsSe We recomrend revisiﬂn_of part-iﬂ
of the Interstate Commerce Act to eliminate the commodity exempiion c€n51stent
with the proposed reduction of this area of exemption under par IIHol the
act, Wec also recommend elimination of the provision which exempiS irom
regulation shipper or shipper associations involved in consolidzion or
distribution of volume freight on 2 non-profit basis for th¢ ourposc of
seccuring lower rates, The associztions in guestion, although termed non-
profit, in fact absorb costs which include overhead, and thc expenscs

involvaed go beyond those paid to z carrier. In effect, this exemption opens
the way to establishment of non-rogulated forwarding enterprises;};/

(e) Apricultural exemptions. Wc recormend amendment of the Interstatgm e &
Comrcrce Act to climinate the motor carrier commeodity exemption, except for
bona fide private transportation of their own products and supplies by =
farmers, fishermen, and brecdcrs nf 1ivestuckﬂlé/

AS Lhe exemption now stands, 21l interstate carriage of commodities
determined by the Commission to be exempt may be carried by any motor
carricr without regulation of any kind, except for observ~nce of the safety
previsions of the Interstate Comnerce Act. Vehicles carrying exemnt com-
modities, after they have discharged their exemplt cargo, may be used by
certificated carriers in their rcgular authorized operations, or if cwned
by non~certificated carriers they may be leased to certificzted carricrs
for use in their scheduled operatimns, In the haulage of exsmpt commodities
there is no requirement to publish or mzke public rates charged 29r nzintain
maximum or minimum ratese.

A

The above circumstances have led to seri~us
competition with railroads and regulrted motor
= ol agricultural commoditics is su
he nocessity of maintaining publiste
d the railroads far
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(£) Trip leasing. We recormend addition to part IT of the act

a2 provision that common oOr contract motor ta??iers may augment thelir
squipment by the lease of vehicles provided that such leases are for Z
period not less than thirty days and provided further ?hat such lease
venicles mst be, during the term of the lease, exclgs}vel? and;_
contimuously under control of the lessee. Such provision 1S nov to
prohibit the interchange of non-poviered trailers or semitrailers between

motor common carriers under just and reasonzble provision for compensaticn
per diem or upon mileage.

Trip leasing is the practice under which authorized mat?? carriers
utilize eguiprment which they do not own, Iresguently in operaiion bey?nd
their authrrized territory. The ICC has been harmpered in the detectl?n
of such unlawful transportaticon by the a2bsence of apprepriate reg?latlﬂns
governing lease and interchange practices. A related gifficulty 1is
private czrrier leasing of its veniecles to a2 for-hire carrier for &
movement back 4o or in the dirsction of the private carrier's terminal,
Under such practices, 2 given operation consists of both private and
for~hire carriagec, _3_._@/

(g) Passcnger service deficit. The railroads have suffered for
many years Irom a persistent and creeping malady of unprofitable
passenger service operztions. The provisicn of freight a2nd passenger
services by railroads constitutes a common enterprise. Consequently,
the actual losses incurred from passenger service operaticns must be
borne from earnings realized from freight service. Thus, in final
analysie, the railroad shippers of the country are being rsquired to 3
subsidize in substantial and growing amounts those who benefit from |
the utilization of passcnger train services.

Class T railroads have incurred a deficit in their passenger service
operations every year since 1930 with the exception ~f ths war years,
1942-<1945. The defiecit averaged about $250 million annually botween 1936
and 1940, with tho anmual average rising to nearly $£525 million between
1948 and 1953, The peak doficit - $705 million e occurred in 1953. These
fipures, however, fail to reveal the full extent of the total deficit
because individual eompany and train losses have been offeet in part by
trains showing passenger profits, Moreover, these data mzke no allowance
for return on investment in passenger service facilities nor do they
reflect the cost of transporting fuel and materials for the benefit of
the passenger service,

e o < ;
TR TR e ‘ - o - ;
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icit i i butable solely to the
ssencer deficit is not attrl_ abls : 5 —_r
trangggiﬁiiinn if persons, The ICC estimates tﬁat in IQ;iegbaz:d_end
ercent of the passenger deficit resulted frog.the sa—ci e 70
Eervices, i,e., mail, eXpress, and bagsage, with the remaiming

percent atiributable to passengers proptle

;i3 _ .
Efforts in recent ysars 1o reggge tig mzzgtigi*pii?ezi:ie:z;;c;:il
have met with mixed success. The estic= that the e s with
ibed in 1951 end again in 195k provide whe ral Wi
Eigfziziitp22§§rrevenues to cover ocub-of-pocket cosiS §551gﬁiﬁ1§9§; that
service and in addition yield $23 million 2 yeaT, ?aseu on % i .
volume of mail handled by the railroads. In l9§h;zue-ra1}rafuf %pcbpﬂ. i
2 lesser increase than they originzlly requested zearln;*zhau aIgy gre;te_
ipcrease would czuse substantial diversion of mail to motor trucks ang 31T

AYT1ErSe

The Railway Express hgency is wholly and jaintlyiawned by the
roilroads. Under a uniform pooling agrecment, the REA's revenues are
used first to pay all its expenses inclucing paymsnts 0 ?:n-ral%?mgd
carriers and the balance (called express privilege payments) is alv}d?d
among railroads in payment for hauling express traffic? Express privilege
payments fall short of compensating the railroads for the cost'ef
transporting express matter. The many increases 1n €Xpress raves have
1ed to a diminishced volume of express iraffic with the result that there
has been little material improvement in railroads! express earnings, Size
and weipght limitations on parcel post imposed by Public Law 1379, effective
January 1, 1952, have aided somewhat in reducing the express deficit,

The transportation of persons accounts for the greatest share of the
passonger deficlt, Passenger traffic as measured in revernue passenger-miles
has declined steadily from the 194k wartime peak of 95.5 billion to a
level of about 31,7 billion in 1953. (Slight gains were registered in
1951 and 1952,) Yet passenger-miles in 1953 were close to the average
of 33,5 billion for the pericd 1925<1929 when the passenger service was
profitable, However, faced with rising operating costs, the railroads
have found it difficult to raise the level of passcnger fzres because” .. ¢
of competition encountered from the airlines, buses, and private F
agtomobiles,

Many trains, particularly those encaged in short-havi loeal
operations do not produce enouph revenues to pay their cat=cf-pocket
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Form of Transportation by Ancther

£ the proviso of subsection (b) of section

5 (2) of the Interstate Gommerce Act to el?mina?e the special p?EV1:;ins
relative to railroad control of motor carriers in order to DPErmvT T :
participation in motor carrier operations upon the same terms a5 Suc

participation is open 10 ﬂthers.:lg/

dation is to permit common OWNETSILP
showing of

Cwnership of One

We recommend repeal o

The purpose of this recommen DETT
of rail and motor transportation subject only to the same

tpublic necessity anc convenience" imposed on the otncr form of
transportation proposed to be OPEYZTLEeC e

The Excise Taxes on Transportation Services Should be repsaled

The Federal Government now impsses the following taxes on da;es?ic
transportation: transportation of persons - 10 percent; tranSportauion
of property other than oil by pipcline and coal - 3 percent; transportation
of oil by pipeline - li> percent; and transportation of coal - i cents per
short ton, Users of transport services pay these taxes, and carriers

collect them., 19/

The Treasury Department advncaites retention of transportation excise
taxes because of the substzntial volume of revenues produced. However,
it is clear that the revenue producing aspects of these taxes must be
weiphed apgainst the fact that thelr impesition severely discriminates
against the commercial carrier in faveor of private carrizge. The net effect
of this discrimination is to weaken the competitive positi-n of commercial

carricrs, particularly the regulated common carriers. However, cither repeal

or reduction must be considered in connection with the entire fisecal and tax
policy of the Government.

The Subsidy Problem - and User Charges

e

The rovisions in transportation policy proposed above would in the
Judgment of your Committee have the long-run effect of encouraging
competitive experimentation between the several types of carricr to
determine, on the basis of the service and rates offered, the proper
rcle of oach. However, we are equally convinced that the true-ecgnﬂmic
capabilities of the several forms of transport canmot be realized so long
ag substantial subsidy is extended to any competitive transpsrtation AEENCY.
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The states have for many years been financing the bulk of their
highway development through revenues derived from highway users in the
form of gasoline taxes and license fezes, However, wide arsas of controversy
remaln as to vnether or not the toizl cost is properly allocaied between
the heavy-duty truck and bus operators, zt one extireme, and the private
automobile user at the other. This controversy will not be fully resolved
until vie have available more rzfined znslysis of the joint-cost problems
involved and more dependable daita on the incrementcl cost of highway
construction, engineering design, znd highway use characteristics. However,
oojective research is moving forward in this fiecld,

Significant, zlthough not neccssarily conciusive, findings may be
expected from the unique series of cooperaiive tesis which the Highway
Rescarch board and stote higheay officiels are conduccing, The opjecctlive
1s to determine, by scientific meosurcment, the impact of vorious sizes
and typce of trucks on highways of different design charccitcristics; and
to utilize these findings as an aid in dectermining how the cost of highway

construction znd maintcnznee should be 21located ameng the various groups
of uscrs,

Your Committec urges ihat engincering snd economic research along
these and rclated lincs be apgressively pursucd since it is evident that
80 long as ony element of subsidy remains in the higlomy program the
cquality of competitive opportunity which is sought in our proposcd ffﬁﬁh!i
program ciarmot be fully achicved. i

Federel financing of river and harbor improvements constitutes .
the one arca in which no renl Progress has been made toward climination
of the distorting impact of presercntial subsidy treciment. For o1] practical
purposes, the elimination of subsidy clemonts within this arca rests i
within the powor of the Federal Government. Conscquently, we recommond
that tolls be imposed on all internal witerwoys which have been lmprovad
by the Fedoral Government, desizned to roe g
maintenanee cost of cach such chammel znd
t.o the amortization of the Federnl imvestment in such projzcts. 7hen the
navigation foeility is a portion of a multiplc nurmcsc-nvgjcﬁgi t;;p th;
burden vhich it is designed to recoup is that esi, i 4 s g B
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tviation is the one form of domestic transportation receiving
direct Federal subsidy payments (in addition to the free use of |
facilities). The airlines have grown substantially since this stbsidy
srogram was authorized in 1938. 1In the report on Civil Air Policy,

= orepared by the Air Coordinating Committee and accepted by the PTE§1dent
£ in May 195k, this Administration has recommended certain modifications

E; - in airline subsidy policy to reflect the industry's oresent status, and

> to assure a sound relztionship to overall transportziion objectivess
While recogrizing a need for continued airline subsidy internationally,
the resort has called for the orderly reduction, and eventual elimination
of demestic airline sabsidiess. A4 controlling principle of this report
was expressed as follows:

i
o e

"The national interest in promoting 2ir transportation

mist take account of the parzllel nationsl interest in the
adequacy and econcmic scundness of 211 forms of transportation.
This principle hzs assumed increasing impcoriance as air transportation
itself has grown in size and in competitive impact. In the long

run, the public czn best be acsured of maximum economy and efficiency
f the over-all transportation system if each form of transportation
18 required to compete with other forms cn the basis of inherent
service advantages and true economic costs,."

smendment of subgidy provisions of section LO6 (b) of the (Civil
heronautics het is required in order to assure the full imlementation
of these recommendations, In particular, the act should establish a
clear gtatutory intent that subsidy be limited, so far as possible,
Lo a strictly temporary basis. The act should also clearly establish
the right of Congress and the President to exercise effective budretary
control over the level of subsidy. |

The Civil Air Policy report has also endorsed the prinecinle of
user charges for the Federal airwayvs, but urged that =1 ch cha;ges be
treated as part of a comprehensive user charge poliecy for 211 federally-
provided transportation facilities and services, The Appropriations
Committees have long shown a special intcrest in the development, of
airway user charges.s In January 1954, the Department of Commerce
completed a comprehensive study on this subje&t. This stud? aﬁvelooed
basic cost and use data, and prescnteqd alternative methods of imarG;inP
chargess The study was presented to the interested concressio ‘i )
coermitteces to assist them in develeoine ana considering ai n%
charge legislation, TN ARy user
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III, SPECIAL GOVERNMENTAL PROBLEMS

In addition to the basic issues of itransportation policy discussed
& - - ' b .
above, there are a number of specizl problems which merit attention.

Intervention of Executive Agencies in Regulatory Proceedings

We recormend repeal of the statute which gives the Secretary of
Lgriculture specizal stztutory rights to intervens before regulatory
commissions,?1l/

Private organizations representing farm intzsrests will undoubtedly
need to arrange to expand the scope of their zctivities in behzlf of
agriculture before regulatory commissions,

Except as it may be a bona fide shipper, no sufficient reason appears
for the provision by statute for intervention of any executive department
in cases involving quasi-judicizl determinations,

Ep&cial Hatqg

We recognize that the use by carriers of that portion of Section
2?2 of the lnterstate Commerce Act granting free or reduced rate
transportation to government traffic has given rise to abuses and
evils which are not in the public interest, We recognize also however
that government procurement wractices and the peculiar exigencies affecting

movement of its traffic as distinsuished from normal movement in comnare
channels require special consideration,

We rccommend thereflore:

A, The ropeal of Scction 22 of the Interstaie Commzrce Act in its
; g ™ 4 =
entirety, 22/ contingent upon reneal of the long- z2nd short-haul clause, and
g e ._.p,

be That pertinent provisions of the Act bs a2mended to permit the
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Navigational Clearance %q“l?"".m‘?“—-?? 2z
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'f;'. One phase of the competitive r%lat%anship bEt?eenIwazerway;r+a*iﬂu1
transportation, on the one hand, and ra:.]-.wair‘and hlghr:ra‘j" ianspn. Lvav

g on the other hand, is ccnecerned with nar}gaulmﬂal ?lf?rancu_ o
requirements for highway and railrocad bridges. '?3}*1§u1ng 1aﬁ'si :r_}acl
about a half century ago, when wetervay trangpﬂ:arta'bmn was re atively
more important, are intended to protect the 1nne?ests of navlgaglon
without taking overall iransportation economics lntq‘a?couan The
result is that highway and razilroad tridges must be uilt with
extracrdinary norizontal and vertical navigaticnal clearances to
accommodate the extremes in waterway traffiic,

b report of a2 study concerning navigaticnal clearance requirements
for hichway and railroad Lridges, now being rrepared by the Department
of Commerce, shows that in many instances the greatly increzsed costs
of bridge construction, mezintenznce, operation znd use tc satvisfy
navigational needs is not being coffset by savings in wm2aterway
transportztion costs. Since all costs of transportaticn are
ultimitely borne by the generzl public in the cost of the goods the
public consumes, in the prices the public pays for the scrvices it
receives, or in taxes the public pays, it seems that provision for
navipational clearances in bridges constitutes a substantial subsidy
to waterway traffic which heretofore has not been adeaquately rechgnized.
With these very large costs normally btorne by railroad or highway
transportation interests and reflected in the prices charged for such
services, the navigational incremcnt to the cost of overland
transportation does affect the competitive relaticnships amone hihway,
rail, and water carriers, - |

To corroct this situnticn and effect substantial savines to the
general public and correspondingly equalize competitive opp rtunities. .-

among hipghway, rail, and water carriers, requires appropriate
legislative and administrative action. F

Although this report is largely confined to that portion of NS
transportation which is subject to the Interstzie Commarce Lot and the
scope of the recommendations is not entirely comprehensive éven in this
pertion of the transpertation field, it is ocur belief that *he ”;stu
seriosus current transportation problems and those which ﬁﬁsﬂuf fir :
to the nmatinnal welfare are larcelv to be Ff~und 5n + we pPoate B by

_ & ek ~ IZungé in this ar
also convinced that prompt accomplishment of the recommEn
above will achieve nore for the Eeveljﬁm;nt of 3 H; —
tranﬂpurﬁ§ﬁ;nn syvstem than anything undertaken since ihe
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This report has dealt mainly with the Federal Government'!s role
in transport promotion and regulation. However, we wish to emphasize
that the full econcmic benefits anticipated from the program recormended
here can be realized only with effective and aggressive carrier
management and with corporate and physical structures which are

adapted to modern competitive conditions and organized to produce
transport services at the lowest possible cost,
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* LPPERDIX A

PRINCIPAL RECOI‘MEHDATIONSHGF
ATR COORDINATING COMMITTEE REPORT ON
CIVIL ATR POLICY

1. The basic principles siated in the ?eport. on Civil Exﬁ' P?Els.lcy'
are fu;lly_é'ﬁnsistent with the philosophy of the Cabinet Comm; e; e
proposed report on overall transportation policy. The keynote of

—_— e ————— - 1p T e e e Yy o 5e
report was expressed in the initroduction 2s follows

—
—— ——

".ses The responsibility of the Gaverp.rnen‘f:r.. is ‘lnft TO0 carve
out some predetermined role for air transportatlafl ana then zttempt
to force the indusiry into such development, Rather, the C—overinzaent
must provide a general background of sound regulatory and promotional
policies within which the industry itself will have the greatest
possible opportunity for finding its own proper mission in competition
with all other forms of transportation,

"Past Federal assistance has accelerated the development of
this industry, However y W€ 2re now atv the point where the industry
in large measure is self-sufficient, The goal of Federal policies
should at this time be directed to the development of economically

hcaf_tﬂ::y carriers, capable of financing with private resources
their own continuing growth, (p. 2)

U 2

2e As one of its guiding Principles in discussing the issue of o s
subsidy, the report emphasizoa the nced for EDEE.{dEPjJ{g—E;G;ﬂTtEnSD;;;E;{'
objectives, It stated: o T o e =" =

—-——__

"The national interest in promoting air transportation must
take account of the paralle} National interest in :c.he adequac d
etonomic soundness of all forms of transpnrtatian. This qr:i.rj:r:la?l..l
has *lrsmned increasing importance as ajr transpmrtatioruii elf i'e
ET'OWND 1n size and in competitive impact. In the lon r sth -
pPublic can best be assured of maxdimum €conony and_efg'? o ;
over-all 1-1‘ansp0rtat-ion :-U:E%::;gn{j? -
Do 15

s¥stem if each forp of tra
i'-' . . - - < i o - - L'-‘- Eﬁ.n._,
equired to compete with othsr forms ar the basis of

R
qt‘?‘n‘ - & . | » - v = 1 " R = . lmerEnt
service ddvantages and trys sCtonomic costg,n

I ey . . -
In keeping with Gverall transporisz+san cbjects
s o _"""l'-"--;-q. : -.F : F: -
subsidy should, so far a5 Possible. be Teras.a JECtives, airline
aid, designed to oo B30 e R MO SRR dans
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s The Civil Air Policy report recognized the importance of

—
——— S p—— P ——

protecting common carriers from the erosion of traflic Ez:unreguﬂated
carriers. 1t stated:

“The intent of the Civil Aeronautics Aci, To establish a pattern

of controlled entry with regard to common Carrier air transportation,
is still sound." (ps 19)

"The concept of non-scheduled services does notlprﬂ?lde irum
meaningful basis for exempiting route-type passengar servlces.i o b
the normal certification requiremeni, In the Iuture, there sho
no peneral use of the exemption authority 2s
common carrier transportation to
larpe transport planes." (p. 20)

2 bagis for authorizing
individually ticketed passengers on

5. With respect to user charges, the Civil &ir Policy

A ———

stated:

——

nSince a large segment of U. S. domestic civil a?iation has
reached 2 level of economic maturity which would permit it Fo make
a reasonable contribution toward meeting the costs of the alr?ays
system, active consideration should be given 1o the inauguration
of a program of domestic airway user charges. Hcwever, chargeg for
the use of the Federal airways system and other federally-provided
facilities and services used by civil aviation should be treated as
part of a comprehensive policy on charges for the use of all
federally-provided transportation facilities and services, taking
into account Federal prants-in-aid programs." (pe 32)




Center for
Transportation

DETERMIHED 10 BE AN

ADMINISTRATI‘JE |
E.C. 11652, Seclior 1

MINUTES OF CABINEL  VEETING

pecember 1T
9:05 A. M. --

The following WEreE present:

1954
11:55 A. M.

The President

Vice President Niizon
Under Sec. of State HOOVET
(for Sec. pulles)

Under Sec. of Tressury Folsom
(for Sec. Humphrey)
Sec. Wilson
Mr. Brownell
Mr. Summerfield
Sec. McKay
Gec. Benson, and
Aggt. Sec. Earl Butz
Sec. Weeks
Sec, Mitchell
Sec . Hobby

nirector Hughes, and
Deputy Director Brundage,
Dr. D. A. Fitzgerald
(for Gov. Stassen)
Dr. Flemming
chairman Young
Dr. Arthur Burns

The president opened tha
practices of we drivi
fied in the months ahead. He
vould serve 10 EBE Caninet

A

+he SUCC
by discussion

driving which he believed
siat2d his Cce

1 Lembers. e hoped, however
megners would mf?e}g laugh st any wedge-drivi
ess the Cabinet had hac

in & Triendly fas

Under Sec. of Commerce Murray, in part
LArithur Fage, in part

+hur Schier, 1R part
Prof. Ernest W. Williams, JT-
=ichard Hall, i@ parv

Unéer Sec. of Interior Davis, in part

Under Sec. State Saltzman, in part
Jjohn W. Macy, ¢TI, csC, in part
Henry Duflom, C35C, in part

Director Allen Dulles, CIA, in part

Hon. Clareace Francls, in part

Gov. Adams
Mr. Shanley
Mr. Rockfeller
Dr. Hauge

Gen. Cutler
Mr. Lambie
Mr. Morgsan

Mr. Martin
Col. Goodpaster
Mr. Rabb

in part

traditional

ouid undoictedly ve intensi-
VO.L anything that
inzt Cabinet

) Ee aliso recalled

ct
Q)
W

L
= v - o -
- 18 1o

e i ———_ — =
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M rration rFolley ~P A 2o ia
f;gpagp‘:a mvkr JLC% (?. 6) - In iptroducing the Cebinst Committee
Sec. Weexs empnasized ine assignrent of the Committee 1o de'. -TE& report
myiations = ~ : . _ Lerm | 3
yegulalions E?& excessive Or were spread unevenly, sarticul =AR€ Whether
H— 1 Rt o™ T ra i o . s - L ¥ ': T em e
tﬂ QC'._::E-?H "h-ﬂ..l.lk-.;ﬁ -E:'I'Euﬁ P-i'ﬂniue EE&WiE:E‘ EE iﬁé:ﬂﬂ-*-—: ?fl} - "'Eﬂ;ﬁrd
rn~used on transportation of freight t =€ 1l0icated that the st
g nﬁéﬂaﬁJr ok n of Ireight to the exclusion of pas - A
tﬂﬁt T..he -..-r_ f.hh&a -T--.E-htfl o ﬂﬂfﬁ'r an ﬂvﬂﬁnizﬂf'ianal p = = mBE'D.E_;::r traf‘fic’
- .- i - = . 3 o, e - r 1 -
3 & = " . 5 - = ™ Tren
peen excluded. He highliphted th farce 1~
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Cabinet Minutes, 12/17/5k

competition and the

then summarize e report as recommending increassed :
k 4 d the r D lﬁﬂd; waterj and 1n

strengthening of the position of common carriers on
the air.

There wag extensive discussion of the proposed change in regar@_tﬂ aZrl-
cultural exemptions from common carrier regulations. The President
gquestioned whether all agricultural trsznsportation might not be e;emptEd,
but Mr. Page indicated that to do so would upsei the entire strucn'fe. Mr.
Pege recognized the farmers' need for flexible +ransportation, and thep_
vent on to point out that the itinerant trucker by virtue of his exempt}un
can undercut the common carrier in & manner disastrous to the latter. He
believed the potential re-direction of railroad sctivities towsrd. long
hauls re-emphasized the importance of the common carrier Ior short hauls.

The President cited the practical difficulties of edministering the new
regulations in respect to very short hauls. Mr. Page believed it could

be applied on an inter-state basls, and Sec. Wilson suggested that a range
of one hundred miles could be the decisive factor, whether intra-state or
inter-gtate.

wec. Benson argued against the proposed change on the basis of the seasonal,
perishable, and neighborly cooperation factors veculiar to farm products.

He believed the change would decrease rather than increase conpetition. He
also cited the numerous barter transactions which would complicate admin-
lstration. Mr. Wilson stated that Defense could accept Agriculture's
viewpoint on this item if it would help secure approval of the remaining
proposals.

The Vice President questioned whether this change would sufficiently
strengthen the common carriers to be worthwhile. Mr. Schier pointed out
the importance of the change and believed it was entirely in keeping with
past Congressional action. Ee thoughi present practice of more édvantage
to food processors than to the farmer. The President summarizeg the ﬂis-
cussion by sayving that it seexed as if everyone gagreed that the farmn;
should not be hurt by any prorosed change in ikis matter, o

T0 go 2long with Recormen-

Sec. Benson stated Agriculiuwre’s willingness
N | - - -1 -
Lae oecretary of Lgriculture

e
dation ¥8, restricting the authorization for
to intervene before regulasiory commissions.

“r. Wweeks emphasicze

- - - -
d that unlsss some action were telken zlonz the 14
of the report, the railroads 20uld not success®ulivy AR e e soOEs
operation. The Fresident siatad emphazically thet he H:::a? “m98r Drivate
Government operaticn or ownership of the ~zilrosds h:ﬂf::?f fa part of
consolidation of the rail=oads mish: hais 2;?1_“;q;= ;; oeliéved greater
e ™ - s YE SOLE = hﬂE ;rﬁblgm_

f1

Sec. Weeks anc Mr. Page exphs
hsul change &s 8 re2ans of &

4
o
wl {H_]

e€d the imporiance of the long

gl )

baul -- cheort

1-—:'?#1115 t_h*—“- Fa-{'ﬁr ..

¥ f F W - - - ‘:}E,"‘ . Z

haul ares LG Walch they ars particularly EHEE+;§ to _compete in the long
pensated by the potential withiraus? - ==Bpied. Truckers would B o

g of the rai’n _
operations. i-roads from short haul

The FPresldent suggested the PR55iblility that +he 1CT
=) L v ": . 8 ey - — - - L mi -+
necesSary “E&Fiﬁ.a.&t,un SNC toue svoia tfﬁ& i “':t*'}_r;: mazht introduce any
- F — L ; " - ‘—-_.‘d:; ,:-:- .r- o) e .
which would be cerisin to Toijiou if the Eﬁriﬁ?t?%ﬁtzﬁahd variisenship
“«+JUUC2d such
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Cabinet Minutes, 12f17f5LL - page 3

legislation. He stressed the need for Tinding the best spproach and
using it if any of the objectives of this report were to be secured:
The Vice President underscored the comments sbout ASmagoguery and pin-
Pointed the "big business" charge thet woulé be made.

Séc. Benson intervened again to cite the appearznce of private carriers
when evident thet common carriers did not fully serve the farmers' in-
terests. He believed certain changes proposed by the Committee could
result in inecreased costs to farmers &t & time when the farmers vere.
seriously squeezed. The Presidsnt thought it might be sdvissble to

seek the cooperation of farm organizaiion heads in drawing up an acceptable
Program wnich would provide necessary relief to the railroads.

It was agreed that the Committee would go bsck to work on the report in
order to determine what things were open to implementation &t this time

and to make specific recommendations for action which could then be consid-
ered by the Cabinet.

Dr. Flemming pointed out the great expectations that are aroused when a8
new Cabinet Committee is snnounced and = target date set for reporting.

He hoped that several other existing Cabinet Committees could get away
from the need of making a formal report and preparing a document for re-
lease to the press. The President agreed that it was not always wise to
announce the establishment of & Cabinet Committee. Mr. Brownell also
agreed on the desirability of avoiding a formal document. Governor Adams
clted the need for having a target date in order to insure progrees in the

work of the Committee even though no public announceme T
ag to the date. nt might be made

Water Resources Policy (CP-7) - Sec. McKay sumarized brieflf CP-T.
M?. Brownell expressed a desire to have Recommendeiions 2 and 4 coordinated
with the Justice Department in particular regard to pending litigstion G

Sec. Mchay indicated that this interim report was not to be publ .
Wilson cited the need for s public warminé-un On many &s ;:J;uﬂ_ished. Mr
Cabinet Committee reports. He believed it ;siv3b1; 0 Eh7}51?f these

in the public mind and then sllow time for EQE;;HL- : esTablish & provlem

- I Y --LS EBOC sug i .
recelved prior 1o adoption of any broad, ideal solutions TSR ta R
- - Wl .

Governor Adams noted that a legal guestion co
up in regard to the Transport Policy report.

have the Attorney Ceneral review 21l {'Jf- 2%
need be advise on legsl guestions. ™e o
should be standard. Mr. Flemm: e _
made sutomatically & mermber of a11 o -*-; torney General be
followed up. B Ut this wag not
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' : : the
are to be sccomplished. This led to & comment by S€¢: wif?:l:ﬁzn £0
Administration should go out of 1ts way to call Eﬂ?s %n ﬁ;? sk the
the sttention of Congress and thus avoid empire bu1ld%fg E‘Gdg+inent
cleverness of Administration officials. Mr. Hughes cited 8 DTS

3 = creed
problem with regard to upstrezm conservation, and Sec. 5€0SCI Eﬁiseu-
that it wes desirable to take the metter hack to Congress for re

since the legislation was now about five years cld.
In regard to Recommendation 9 for Federsl participation in construction

and financing, the President wished it made clear that the Feaeraée e

Government would tzke the lead in certsin esppropriate projects.
assured that it was so made clear in the full reporwt.

Mr. Flemming saw a need in regard to Water Resources Policy for a vivid
statement of the reasons for the Administration's deep concern and also
one stating the broad objectives prior to setting forih any specific
recommendations. Sec. McKay stated his awareness of the need for a

good selling program.

P.L. 460 Program (CP-8) - Mr. Francis summarized the material in CP-8
and set the question as one of whether, the program was overly cautious

or overly liberal.

The Presldent inquired as to how much money would be returned to the
United States through these operations. Mr. Francis believed only about
10 would come back in dollars. Mr. Francis then pointed out, and Mr.
Hoover noted agreement, that this program had not been set up as a8 means
of saving money on other programs. Mr. Hoover commented at length on the
many difficulties with which this program is fraught a&nd he illustrated
with detalls from the wheat-Tor-Brazil program and the msdded involvements
caused by the negotiations beiween Argentina and Brazil.

Sec. Benson questioned whether the program as set up rezlly carried out
the intent of Congress, particularly in regard to irprovement of trade

; : o . - - e e N
Mr. Francis believed it digd.

Mr. Flemming asked about the extent to which Title I nzZ bheen us
supplementary stockpiling of critical materisls. Ths == e
on his desire to see the United Siates exchange verishzrles .
Mr. Francis ssid much more could be acouired for + . ;
door were 10 be opened in his pther DEpar. Mr ;

. 802 Trodguced sg
£* 5y ywm ~u = " . 1 3 7 =3 2 i ] Svn s
iigures concerning siockpile acguisitions but it €¥elioTed that 'héﬁ
ma e TT s . - et S Al in-
volved Titie 111 and that OIM psid for ihe meterial in dollars S
- i .-—_.ﬁ.. 3
cP-8 was then approved.

: {orm G b o qy ] 4
Fﬁr&ii{%ﬁﬁﬁ1&31:‘*?__5@-1‘:11—&53?31 Surplus Commodities (CP-g

hep set forth the State Depariment e o s
S “ =€ Suate Depariment’s Oojection to the -

1 wy Ty Y ol -E ? - i C'rﬁ -F e
ing som ¢§ £}1*1a51yﬁuﬂds Of butter on the world carks udsa%; or offer-
He recalled the protests made g yogr S5 Th mermrd tr e on &8 bid basis.
sy cotionsesd snd lincems € e == L=l l0 O The gimi Vs
o hﬁtr&.hf " sud linseed 011, and ke ezohasized tha= o 18T program
) = r 1Y = . 1 - ke » Ll E - b LT
kad been obialned despite the pessimistic pragistio avorable result
e % ¥ Pt - : o F oy A - e b L D ::‘:E s
price was nov rising without ihe Ehrent o an owsd! &nd that the market
TOEH URYEILARFINE surplus,
Mr. Benson believed thig TOZTER ol 3 .
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In reply to the

there wou er of serious repercussions.
1d be no danger o ¢ wutter Of

President, Mr. Butz pointed out that the effect Df_ﬂffezing
a8 bid basis would probably result in a price offering O 35¢ .

The President commented that the expected income Irom +he sele of this
amount was too small to risk the loss of good will on the part of our
friends to wnom the sale of their butter was a life and deaih mEFter-

On the other hand, he believed that there must b2 some Dplace in_th?
world where our butiter could be used without endangering our Ifriends.

In this connection, Mr. Hoover had no objection to the use of the

P.L. 480 program. Mr. Benson emphasized thet the curreat world Drice
of 41¢ was undoubtedly too high because of governmentsl operstions in
the market, including our own government. Mr. Hoover requested time for
State Department to explore the matier with our allies involved. The

the

President so directed, adding a comment that State should emphasize TO Our

allies that the proposal was for experimental purposes and on & Very
limited basis.

Mr. Francils questioned how his Committee could dispose of surpluses except

through programs such as this. The President emphasized the importance

of other problems, such as world affairs, and commented that other members
of our "family of nations" should not be compelled to pay for the domestic
blunder of the United States when it got into the business of accumulating

these surpluses.

Mr. Francls then presented CP-9. The President repeatedly emphasized

his desire to exchange perishables for durables. Mr. Wilson wished to
conduct barter operations, as did Mr. Weeks. Mr. Benson pointed out that
the previous determination not to sell butter to Russia 2t & price lower

than that paid by American housewives was obsolete now that cur domestic
price was much lower.

Mrs. Hobby emphasized the desirability of having any sales go to our
friends rather than directly to Russia.

The discussion then turned to the phrasing of any announcements
it appeared that publicity was not to be giver to thi

' b: s decision, Mr.
Francis emphasized that he could not keep the transaciion secret and

ti
L dge that it woulg

Wnen

be public in the near future.

The Vice Fresident commented that the whole orob

l2m of £rzde wi+h +

Iron Curtain countries was being increasingly TE:QEEE;&E*::EG;*tﬂ u%e
some progress had to be made. Ee recognized that the Duﬁirc rEWTE'thc
problex would always exist but he felt that if the decic<mn e o
in fevor of & revised approach, the present wes etﬁng;;“:;ﬂ “?3? v Be
to oegdin :aki:g & little progress. Fe felt that ;ﬂ;~:évz - rLEnt time
surround tune T.rst step t0 be taken but tha+ il t';‘b ;rf?'??uld
broken further crogress coulid be cags without T %Jrﬁﬁr nad been

= wW1.40utT 50 great ﬂ*ffiﬂﬁlty.
Mr. wilson telieved the action w T
narisat geciszisns :...:1: -.“1: ;‘U;‘ e consistent with Gt:ﬂ&r o im-

C Lie Immirnence of WaAr.
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and material programs in forelign affairs. He believed that +t+he standard

of judgment in regard to such material programs as are undertaken should
be essentially that of "net advantage’

Mr. Hoover felt it necessery to note that this action by the United States
would run in the opposite direction to the things we have been encouraging
on other countries in the guestion of trade with Communist countiries.

Mr. Allen Dulles spoxe to the same effect with regard to sales of rice

to Communist China by Far Eastern countries.

The President commented thzt all facts in the matter did not seem TO

have been available for discussion, and he directed that the State Depart-
ment examine the question more closely before any action was taken.

Sec. Benson questioned whether this outcome affected existing policy for
selling soy beans for dollars to satelliies of Russia. The President

belileved they should be so0ld to any country in the world for dollars or
on & barter basis.

Overseas Personnel'Managementr(CP-lo) - Chairman Young hastily presented
the Civil Service legislative recommendations concerning amendment of the
Forelgn Service Act, establishment of a career category for USIA, extend-

g
ing competitive Civil Service overseas, and resubmitting last year's
proposals on allowances and home leave.

Mr. Summerfield objected strongly to an action teken last year which gave
higher pay to Puerto Rican postal employees than to US employees in the
District of Columbia. He hoped any similar action contemplated under

this program would be duly coordinasted with the Post Office. Mr. Young
agsured him it would be.

Mr. Saltzman set forth the State Department proposals to implement the

Wriston Report and stated that Chairman Young cancurred ﬂE-ﬂid the
Bureau of the Budget at least in principle.

ir. Young then presented the cost factors.

The discun:iﬁn'wa: term;nateﬁ with a caﬂ*en*'by

et Questiions - Thi

S item was postponed because of the hiour
itchell reiterated that this question haad teen dis
cussed further, &nd that CZA, Treasury and Labor recor—

figure at 30¢. Commerce Department recommenced 854.
Sec. Mitc

-—Ui—

Hlnimum'ﬁag& - Sec. Mi

)

W

ct

cnced setting the
= In response

query from the President, hell indicated that 86¢ wgi_d bzﬂti
specific level eguivalent to +he cos: of living increase since the 1la :
determination. T =

The Attorney General believed it preferable for the Presi
reference only i . resyi

a
w El 1--'1-.5*51..4..,;:1 "'-,"-""'Jr"'-l‘l
1iay

. dent t0 make
Lo rease TET S

|
L.
pecif

rether than a {iac *©
i - e c. -Li e 3
1ens oe ‘'ed e should be specific in the Stete of the qugu_e
Message, in part to serve warning agalnst any unrea - oaeem
The Atiorney Seneral belie

S0nable increase.
ved that could be Bccomplished later. Mr . Wilson

Yoy o
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believed the President should stzte the 00¢ Tigure. The President be-
lieved that he could generously seitle on 90¢ now a2nd eventually com-
bromise on $1.00 if tne Democrats atiempied to outbid him. Sec. Weeks
Telt the £5¢ figure desirable since it would lessen the impact on
marginal industries, particularly where covsrage was being extended 1o
them for the first time. The President recelled that first time cover-
age would not be at the same 304 rate. Sec. Benson termed the proposal
& great shock to the farmers. The President noied thai there would be
no specific proposal as to how far extension of coverage should go, and
he noted that wagee in most of the country were already sbove 9O0&.

The President concluded the discussion by saying that his mind had not
been made up to say specifically 90¢.

Next Meeting - Governor Adams stated that the next meeting would be held
on the third or fourth of January for the purpose of discussing the State
of the Union Message.

L. A. Minnich, Jr.

Capl'as to:
Mrs. Whitman
Mr. Rabb

Mr. Minnich
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The White House:
| Washington

THE CABINET

Recorad of Action

The following is the action taken on the items presented at the Cabinet
Meeting, Friday, December 17, 1954:

Document
| ¢ - Number
l. Review of Transportation Policy CP -6
(The Cabinet Committee on Transport (with revised pages)
Policy and Organization) |
ACTION: The Cabinet Committee
| on Transport Policy and
Organization will continue
ites study for the purpose of
developing specific action
recommendations for future
consideration by the Cabinet,
2. Interim Report taﬁthe President CP - 17
on National Water j:’ﬂlicy_
ACTION: The Cabinet Committee on
Water Resources Policy will
continue its study for the pur-
pose of developing specific
reccommendations for future
consideration by the Cabinet,.
The Justice Department will be
consulted with particular refer-
¢nce to Recommendations 3 and
¢ of CP - 7,
3. Review of PL 480 Decisicns taken
by the Interagency Co i CP -8
y ragency Committee on
Agricult:urral Surglus Disposal
ACTION: The recommendation made in
GCP - 8 was approved.
4. E“li‘i?_ﬂ'a}j&“’ of Dollar Sales to the Soviet
Mf The State Department will
arrange for further 'study' of
the propesals made in CP - 9,
o P Ov&rsea_q Persunnil Mﬂnagement
ACTION: The proposals in Part A of =P = 10

CP - 10 were approved,

6. Special Budget Questions

Witlhdra'wn_ (Oral)
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~ ADDITIONAL ITEMS:

A, 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,

= B, Cabinet Committees - Careful consideration will be given on a
e case bfr_case basig to the desirability of making any announcement

: of the creation of any new Cabinet Committee, Such announcement

as may be made will not refer to a reporting date or anticipate the

preparation of a public document,

All Cabinet Committecs will coordinate their proposed reports with
the Department of Justice in order that tHat Department may identify

and advist oH ahy legal agpects.






