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LETTER OF TR.t.NSMI1TAL 

Dear Mro President: 

In your Budget l·1essage for 196o:; you recognized that 

"In recen t years » the Federal Goverru11ent has had to 
take actions to meet emer gency proble ms which have 
arisen in hi ghways~ r a ilways , and aviationo These 
action s have s ometimes been taken on a partial &~d 
piecemeal basi s~ without full consideration of the 
imp act on ot he r transporta t ion programso 11 

To mee t th is cr i tic al situation~ you said that I was » at 

yo ur requ e s·t .1 

11 o o o undert aking a comprehensive st udy of national 
t r anspor t ati on t o i ~~n0; fy _emerg~ryg p~oblems , redefine 
·t he a ro ria te Fed era l r ole ~ an? r~~ ommend any l egi~ -
a t io n or a nis t ra t i ve act ions needed t o assure the 

bal a nced develop nle'nt of 'our trarisport a tion system on 
(Underlin ging added) 

This r eport tries to do t.he t hree underlin ed taskso 

Tl1e ;ex:obl em ~ are many o We have selected onl y the major ones .ff 

ide nt,ifying t heir mai n ou tlines an d rec ommending solut i ons o 

The !:EP~;e r iate .,Fede r~ rol~ is defined for a de cade ahead, not 

i nto the indefin i te futureo I t i s conditi oned by prac tic al estimates of 

publ ic acc eptance and f e a si bj l ity i n addi t i on to t heoreti cal validity. 

Recommended l egis l at i on and admini s t rati ve acti ons ar e 

l im.i te d to the first few steps i n th e rig ht di rec tion to ward our long = 

ten n goal s. We feel th i s is fa r more e.ffe ct i ve t han to t ry to achieve 

in one enormous step the ultimate system . The a ttach ed summary of a ct ions 

speci fie s your Cabinet or Executive agency head i.tlo seems to be most 

. . . 
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l ogical to do the job o It is recommended that j afte r your :re\riew,., 

you dire ct ea ch of them to take the stated actiono Legislation shoul d 

be prepared for submi ssi on to Congress by the stated Executiv~ Depai.~= 

ments. Policies reco mmended for the regulatory agencies but not coupled 

wit h l egislati ve actions., if not adopted within a re as onable time1> should 

also be embodied in l egi sl atio no 

A word on the unde rlying philosophy of Governm ent reg ulat i ono 

In t he long run.P tran sport.,ation should operate the same as t b.e :r·i?at of 

the Ameri ca n free enterprise syateno Regulat io n is needed pr imarily to 

protect t l1e publ ic against monopoly abuse s 3 and as compe ti t ,ion grows in 

tran sporta· tion 3 regulation shoul .d sl1rink o 

Some critics may overemphasi ze t he r ecormnended rel axation of 

rate rer,ulationp and th en asser t t l1at. this report. is merely a r epeti- ... 

tlon of the 1955 Weeks Repor~ . If this single issue wer e mor~ than a 

fraction of the whole }) and if the cru cial. principle of gr-adua lism it1 

change were ignored ~ and if this repor~ were as l:h~ited in scope of sub

ject matte r j their contention mi ght be part ly true 0 Even ther -» th&Y 

might as well conced3 that th i s part of the report is a restatemer ,t of 

Am lea n 1"-ee enternrise pri nc iple so er . . • j, - ~ _ _ It is ~ and it should ~e 0 However~ 

no snail part , of our research wa s d:sig!'led to tes t the bri:,~<l asser -t ior-'

of the Weeks Report that competi tiori could be relied upor1 as the p :-<ima.rY 

r egulator . Our conclu .sion is that competition rem a1.rrs sufficiently im= 

perfect in a number of si~uati ons still to requi.~e consi dera bl e safe ~ 

guards o 

As a member · of your Cabinet , I am f ,1lly awc1re of you::- prima .-:tY 

i 

'• . . 
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responsib ilit y as President of l8 0j 000
3

008 America.ns
0 

They are the 

ones who req uire efficient transport for a vigorous peacetime econcmys 

and they must have the transport with which to defend themselves i.n 

time of waro They are the ones wi1o ultimately pay for all transporta = 

tion in the price of every ticketj and in the freight bills~ and taxes
3 

a nd in the cos t of every article which they bey o As you.r Sec.retary of 

Commerce, I have g i ven full weight to the views of transportation and 

o·th e r in dus tr ie s .si but emphasis througho ut i s on the public interest ,.si 

d iffi cult ·th oug l1 that may b e to def ine o 

Neve r thel e s s ~ gr aduaJ. change is far to be pre ferr ed t,o qui ck 

and sweepi ng alteratio n in t he condi t i ons under which carrie r s do busi 

ness 0 Hence I consi der it of parti cular importance that j while an early 

begi nning be made 9 policy revision in an appro pri ate dir ec t i on contin ue 

over a period of timeo To do this., the Ex:ectitive Br an,:h should equip 

itself for conti nuing and effe ctive r eview of t he whole tr an spo rta t ion 

posi tion.P an d appropriate implement i ng ac tion so 

- . - .. . 
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January 21~ 1960 

FEDffiP_L TRANSPORTATI ON POLICY AtID PROGR.Af'.i 

This reoort tri es to answer basic ques tion s for the arteries 
~ 

.1. • t . and vein s of t he body of our nat ion al economy == ~ranspor~a ion g 

What i s our 2r·E:,~e
2

~~ ~~~U8:ti~1!? 

What should be our general app ro ach? 

What sho~l d be our timing? 

What should be our- major action program s? 
-r: o v,-e a w-::-.o--~ =r 1111 • ...,.m n re • a • o o 

How will these af fect the carriers? 
W-S O t Z 

Thi s rep or t contai ns spe ci fi c rec ommendations on pag e s 25 - 5& 

There acro ss- the - board impac t by typ e of pr ogram on all modes of t r ansport 

appears on pages 13 ~ 20. Their impac t on ea ch mode of transp or t is on 

pages 20 ... 24 0 

This report is based to a lar ge extent on consi deration of 

·t h e 2h00 pages of und erlying studies and advi ce by kno wledgeabl e con ... 

sulta nts , co ntr actors , and others in ,rarious fi el ds li s ted in t he Bib= 

liography and Sources . 

l . LONG- RANGE OBJECTIVES 

The natio n requ i res policiss wh.ich wi ll encourage maximum ei= 

ficien cy in t h e per l'o:nnance of the transpo rtatio n fun ct i on
0 

A part of 

the cost o.f n ea rly all goods and servi ces purcha s ed by th'= p ubli c rapre-
-

se n ts n..-avment for trans po r ta t i on of one ki nd or an ot hAro H ,,.. Y""" A - _ _ence .... 



' . 

d t ., ., t · 
re u c ... on in ne cost of tr ,ansp or t . enhances the riat ,ional product a.'ld 

enlarges the opportunities of a ll fo r the consumption of di: ~.act goo ds 

and ser-viceso Moreover ~ redu c tion of the cost of transport in :r?.]ation 

to other things i ncrsases flexibili t y i..ri the location of in.cus t:ry ~ in 

the exploi ta·tion of n.atu:r-al resources .. and in the achie vement. of L"ldus -
• -

trial efficienc yo There is 9 in fa ct~ a multiplier effect == for the 

quantity of improvem ent . in the transport function is mul t-iplied by the 

time good s r each the ultimate consume ~ 0 There is gen eral and growing 

realiz ation that less improvemen t has been made in distribution than i n 

produ c tion of good s and that much of the remaining margin for the im

pro ·vement of the nation ° s econ omi c: efficiency lies in the area of dis• • 

tril)u t iono Tra nsportation is the largest single elemen t wi t hin that 

areao 

The ac hie v ement, of maximum eff i cien cy in tra napo r t has be con1e 

a compli c ate d problemo For the growing opportunities contributed by the 

improved methods and t ec hno lo gies of t r ansport ha ve ooen a c .1omparti.ed by 

g rowing compl exi ties within th e trBJ.isp ort industrie s aB well as ir1. t he 

gove r nme nt a l poli cie s whic h affe c t themo In the ar .. c rt ?'un [I e.fficier. u~y 

requi re s t h a t traf1."i c be distr ibut -ed arnong motor ca.rrier.s !, r·Ai lr'0a ds.:, 

wate r ca rriers J pipe l ines and 

receive s the traff i c which it C 3...:"1 

c::2-rriers in su ,;h 9. way that e:!.ch type 

carry 1-ri t.h t.he l ea s t con .sm1~v tic -n of 

resour ce s by the carrier f or the ser. -i :,e standa r·ds required by tri.e use r·o 

I t req uires al so th a t several forms o:f transport be used in :.Joordi.nati on 

-where su c:h a combin at i on ~an produ .:;e a better · ser -vi ce ~cost r esul t than 

, , • • • +'I... t; + - " any single f orm working alo neQ Fin a..s...;...,Y it. :::eq111.re s ..,,;ia ev ery enut:rp?:1.s e 

part icipating be ably and ener -geti ca 11.y managed. 
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In the long run, poli cy must encourage the reasonably prompt 

elliination of red'.Uldant capacity in any form of transport. Hore im

port ant, i t must ensure not mer-e]s" adequate growth of plant to accommo-

t th t · -'--ent ; c: m"de iri each fo1·1n of trans-
date economic growth i bu a 1nves I.di! _ .., e1 

p ort in accord vtlt h i t s potential con t ribution to an efficient ove r= all 

transport systeme This requires compatible standards for appraising in 

ves tment in each form» whether the investm~~t is governmenta l or private. 

Thu s, the s tand ards of public and private investment must be brought as 

cl ose tog ether as poss ible so that neither is favo r ed over the other o 

Simi l ar ly~ t ax and re gul atory policies mu st be neut r al in the ir effe cts 

upon t he a~·,tra ctiv eness of inve s tment in each of the types of t r ar1sporto 

I f t h ese condit i ons are not secured ,9 i t wi ll requ ire l ar g er ·to ta l i n= 

ves tment and grea ter annual cost s for the operation of the t r ansp or t 

sys t em th an is nece ssar y o Such \.":osts will be diver·ted f rom oth er' for-ma 

of activi ty and will reta r d the gro wth of the economy J thu s a f fe ~t i ng 

the natio n adverselyo 

Wi th i n this broad cont.ext., a pr acti cal p la n should a chi eve 

cle arly sta t ed obje c tives in t en year so In t r al'lsp or t a tion the sa goa.l.:1 

are : 

a o Adeq uate capacity o Our transpo rt ati on syst em sho ul d 

be able to handle tb s gro wing f uture needs of pea ce tim e do = 

mestic and international commerce ~ and of' a· .£' • , bl ~ - - e..1.en se lll p os s 1. e 

warso 

bo Low cos.t o 
.;:D orm ro-e n 2 c :C; 

qtra ..... 4- • • 
.i. nspcrt.at, i on should 'oe pro ·rl d.ed at th e 

lowe st reasonable total cost to the nat1.· onal eco nomy == 

shi ppers, tr avelers , carriers » taxp ayers 0 
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Co Low rateso Shippe rs and trav el er s should pay the 

lo west possible rates consistent w~th reasonable carri er

costs and pro fits o 

do Customer choi ce o The public should be able to make 

free economic choic es to meet its transportation needs. 

eo CarTi er ini tiativ e and healtho Carri ers should be 

able to ·use maximum i ndi vidual initi at i ve to improve the 

tec hnical means of giving customers bett er and cheaper trans

portati on~ and should be af f orded the opportunity to realize 

adequate profits for the nouris hment of effe ctive servi~e 

and continuing develo pment and technologica l innovationo 

f o _F~3~21 _p.r-012ot~~1!0 Federal promotional pol ic ies 

must be neut ral betw een competing carriers o No car ·rie l'"' 

grou 1) should get unfa ir advanta ge through Federa l pr omotion » 

u s er cl1arge ~ subsidy .)! t-axation~ or ro uting of Feder al t z·af = 

fico 

User chargeso 
...c. ~ · ~ i 

Users who benefit di r ect ly f r om Fed= 

er al facilit ies should!) in the long run ~ pay the ir fu ll faiz, 

share of tl1e cost of b11i lding a..rJ.d operati.D_g tl1emo 

h
0 

Subsiclieso Su~sidies to car rier s shou2d in the 

long run be redu c ed and then e] iminatedo Exceptions roust 

bear the burden of proof that othe r r·eq11irem ents s notatly 

defense ~ clearly override normal economic r.a.r-dsticks o 

1
0 

Fede r al regulatiorl. Rules must :iltim a tely be 

equitable fo r all carriers o Fede ral regulatory philosophy 

must have a factual basis to achieve unif ormity of polic y o 

. -
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Nat ional t r arisp ort at.1.on 

is presently out of balanceo It is 

less a 
- ,... gro uping of individual j_ndustries 0 

nat i onal syste m than a ~00°e -
· 1,-1ays inland waterways and 

·,te have bui lt vast networ ks of highways!) rai , 

a.1. rports " and pip elines .9 with little attention to se aports r airways and , 

c~nflict among these expanding networkso Economic regulation has been 

ad111inister ed in rigid compartments although many basi c problems are com-

~on to many areas of transportationo Total capacity is not closely -

geare d to t ota l r1eedo 

The original transportation system r eached physical and reg-

ula t ory compl etion 40 yea.rs ago o Thi s was the railroad system carrying 

three~ quarters of th e natio nts f re ight and nearly all of its inter =city 

passe ngers o Onl y lat er di d massi ve compet itors growo Tens of millions 

of car s~ buses , and t r ucks came on to the nationwide syst em of highwayso 

Federa l i nterest revi ved in waterwa y s~ and for the fi r st time invest 

~ent began on an interc onnec ted system a Thousand s of pla nes f l ew the 

basic net work of airway s and airpo rtsa Pipeline networks crosse d into 

all majo :r area .So 

Techno l ogy trem endou s ly impro'\.--ed the right -f d th - - - vs o_ way an e 

vehicle s o The new tra nspor t.a.ticn gr,sw in speed n 1 "b " . 
- - s 1 _exJ 1.1.1. ty .9 and re = 

liability o Transport cap a cit .y boomed 0 mh . 1 e 1.ncrease of capa c ity in the 

newer modes wa s not a ~compan i ed bv substanti~ i . d 
~ c...;,. re uction in capa city of 

older Modes ncr ~as it cle ar that traf fic b. 
s 1 ·f ts were always • occu.rr1og 

beca i.ise of real economic adv a.T1tage of the new-sr mode ... 
.:>o 

•, 

" . . . 
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Meanwhile ~ bac k at the ra.ilroads i industry practices and Federal 

regulation changed too slowlyo They continued to base their system of 

rates on what the traf fic would bear 3 charging more t han real cost for 

much traffic to bring up average yieldo The new competitors with more 

specif ic pricing for lengths of haul and sizes of shipment.9 took a1vay 

traffic that the rails had been carrying at high value-of-ser ,vice rateso 

The rails, expecially in the northeast 3 became chronically si~k and Wl

able to command investment f1mds sufficient to prevent the rai 1 system 

from becoming obsolescent . The di version hurt because it iv-as in the 

traffic with the ereatest margins between rates and true costso 

Now the newer forms of common carrier transport also ll still 

concentrating largely on competing with the rails~ are generally blind 

in their tur n to a growing competitive menaceo Unregulated private and 

exempt carriers now haul nearly half of the intercity freight o The re g

ulated common carriers are feeling the same competitive weapon they used 

against the railro adso They still base their rates to some extent on 

the competitive r ail rates j instead of on true costo The unregu l ated 

car riers can skim off the most profitable traffic, that with the greatest 

mar gin bet\veen prices charged and costs., Moreov-er J the disi,j rictiorts be 

tween what is legitimate private or exempt transportation and what is 

sub je c t to regulation are difficult to draw with prscision o It 1s even 

more difficult to compel compliance w:i th s,.1ch distinctionso 

Essent i ally the res ponsibility is and should be with co11n11on 

carriers to deve l op sei·rice standards and rate structures which enab l e 
~ 
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them to hold their · · · aga;nst the possibilities for private and posit.ion .... 

exempt 

tions. 

transport and to diminish the temptation to illegitimate opera

What is needed is broad, general revision of traditional rate 

structures to bring them more closely into accord with cost structureso 

Rates should be rational, based on cost studies and market facts, rather 

than opportunistic since sporadic and selective rate cutting can prove 

dangerous to the carriers and damaging to the publico Since the tempta

tion to go this route is strong, appropriate regulatory restraint must 

be provided for the present. The regulatory system must, however, be

come more flexibl e and must, indeed, encourage the adjustment which is 

called for. Specific ally, regulatory restraint upon the upward adjust

ment of below-cost rates and upon the abandonment or readjustment of 

losing services must be very substantially removed 0 

3" GENERAL APPROACH 

Long - range obj ectives can best be achieved by fostering an 

econon1ically balanced t r ansportation syste m. This balance is achieved 

when each mode of tr anspor t carries what it can haul most economically 

i n view of quali ty of service , an.d when the entire system keeps adapt

i ng in quan t i t y and t ype to t he chaP..ging national economy O The present 

sy stem is unstable and appears to be moviP.g a-way fromll rather than to

war d, an economic ba l ance. The Government's policies represent a mix

t ure of pa rtly in compat ibl e el ements without clearly defined purpose. 

T-wo majo r appr oaches are possible 0 One is the Government

r egula t ion philo sophy wi th ce ntralized t hin.king fr om Washington. It 
. . . 
' /. 

.•• 

. . 
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would requir e st r ict er re gul at i on of pr esent carrie r s~ exte ns i on of 

regu l at io n t o the privat e and exempt area j and allo catio n of t raffic 

by th e Government rather than the shipperso It would be slo wer to ad ~ 

just to rapid technological changeo This we reject ~ bel i eveing that 

anoth er altern at ive will wor k. 

The oth er al ter native i s that in t he long run the t r ansporta -

t i on sy ste m should be re gula te d by th e same for ces as t he res t of ths 

Ameri can f re e enterprise system g fai r compet it io n i n pr ic e and servi ce 

t o t he cu st omers o Regul ation in the long run should remain only where 

monopo ly or t he thre at of dest ru cti ve competition remain s . Thi s ap ~ 

proac h requi r es greater f ree dom f or the carriers in set t i ng th ei r own 

ra t es and dete rminin g and deve lo ping t h eir rou te s and serv ic es o The 

tig ht .ex· reg ulatio n that , was wel l , adapted to protecting the pu.bll .,z ur1der· 

t he pr edomi nant monopoly of the railroads is no longe r wel l sui t ed t...o 

hig hly competiti v·e transport networks ., Common car r ier rat es of all kin ds 

are rapidly becoming r egula t ed by competit i on whether the common carrier s 

like it or not == the competition of hi ghly devel oped private and . exempt 

carriers ~ And condit i ons i n t.he transp or tatio n ind ustri e s~ on,:;e a larger 

degree of market and co st inform at i on become s ava:il able _p promjs e worka ~ 

ble results unde r sub stantiallY reduc e d r egul ation o 

4o TI I-1ING 

The timing of reconunended a ctions is o.f key impor t ance ., Most 

· ' J ' t f' t h " - ~ l )... people wil.l recogni ze t l1e de sirab i .i Y O- is report, s ong=rar.ge ou-

jec ti ves O Ho,-1ever , they must also recogni ze tha t a hlige number of er.1.ter-

!' ' . 

. 
I 
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' 
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prises have inves te d great amounts of money and energy in transport as 

· t h de 1 d t t.r.ork ers n' ave l.i kewise invested long years 1 as ve ope up o nowo ~ 

of se rvice in completing apprenticeship sj developing ski] J.ssi and ac

quiring seniority r ightso They did this quite justifiably on the assump

tion that the rules of the game would not suddenly be change do 

Transportation has always been operated under a shifting bal

ance between Govermnent public-utility regulation and the nonnal economic 

freedom of other commercial enterprise. Further shifts which we are 

recorranending must be at a pace slow enough· to give everyone time to ad

just o 

Ca r r iers need time to change services and costs as their com

pet itors and custo mers changeo Cust omers need time to gear their 

methods nnd i nvestme nts to the transp ortation t re nds o The Executive 

and Legisl at iv e Branches of the Government need time to measure the 

ef f ects of t heir actions and laws before going on
9 

and to hear from 

al l t.l1e people affect edo Both car riers and the r egul atory authorities 

req uire time to develop the ~1de range of informat ion and the cost.,. 

finding tec hni ques which e.re essentia l i f "re are to ha~.,re ration.a] 

carri er pricing j and if we are to minimiz e the rislrs 
O 

.&' d t t . 
.o. ..1. es rue ive . 

competitio n. 

This is basically my th e recommended action s go 
only part 

way toward the lon g- range objective s. This is deliberat eo 
Long-range 

goals should be aoproa che d step -b y- step j with steady 
· · pres sure in the 

right directio n .. Gr adua lisnp with adeq1.1at .e ti.."'tle to adapt to 
cha!'~el>' 

is one major key to the approach rec o·m:rnended
0 

• 

' . . . 
' 
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5. ACTION PROGR.AJ1S .... ' . ... -

aa . Federal investment and user charges. The Government 

should evolve and keep current a comprehensive pl an for its investment - -

in all types of transport facilities. itlithin each type of facility .9 it , 

should continue to develop adequate standards of analysis to compare 

costs with benefits for each project. It should also devise standards 

by which to compare each primary area of investment (hi ghwayss rivers 

and harbo rs» airways a~d airports) with the others and with private 

transportation i nvestment so t hat investment decisions ~an be made upon 

simi lar tests of need and public advantage. 

User charges should be impose d wherever ·transportation uses 

Federal facilitieso All gr oups of use r s shou ld ~ as~~ ultimate goal ~ 

pay their fair share of operation and maintena ce costs j as well as of 

new Federal investment and inte res t. Rates shoul d sta r t l ow if t here 

are none 110w in existe n..;es and should .scale up over· a P'3ri od of year·ao 

Advice f rom th e paying users should also hel p set the si zs and t;rpe of 

investrne 11t pr ogram~ and be an import ant cl1eck on wastef ul in vestment .. 

In ad di tion to re li eving the gene r al taxpaye r, of costs pr ',)p-

erly char geable to others i this program will help make ti1e Go7er nment 

a neut ral as transportat.ion competes in a f r eer market and w-ill assi s t 

in i nsuring ef fi ciency in the distribut ion of invest ment funda within 

t he tr anspo rt se gment as wel l as in the econorr~v at large o 

b. Urba~ ~ran~2o~ta~i~n. Met ropolitan areas are in crea 3= 
; -

ingly- congested with mass highway transportation )) and are afflicted by 
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· ax1d commuter and rapid"" 
Park ~;ng area deficiencies~ rush -hour jams, 1-J. 

transit losseso 

This is primarily a local problem. But the Federal govern-

t t d the Problem with its huge highway programo ment contribu es owar 

l. n the railroad conrrnutation passenger losses also has a deep concerr1 

because of their effects upon the health of the ratlroad system and 

upon the extent to which the nation can secure the benefit of the 

railroad, s capability for mass long.,,.distance transport of freight. 

It 

The Federal government should encourage connnu.ni ties to make 

broad land-use plans with transportation as an essential parto It 

should consider as a. long, ,.run problem means by which such forward 

planning can be encouraged. It should also consider possible com= 

muni ·ty charges on hi ghway gateways and parking areas to help reduce 

the hi ghway congestion and h elp finance the over-all transpo .rtation 

plano Jointly with communitiesj the Federal authorities should con= 

sider the total urban transport situation oo that Federal partici.pa= 

tion may contribute to the efficiency with which urban tra nsport as 

a whole is perfo:rmedo 

C o National defense. In general~ all actions that 

strengthen tr~nsportation systems in pea c etime~ and exoand their ca-
• 

pacity economicallys also strengthen them fo~ wartime use. The major 

sing l e specific group of actions open to the Federal government in 

Peacetime , not covered i n other areas , is to rouT'· 
0 

• t i 
~-is own traff c 

via commerci a l car ri e rs at rates and under conditi ons +hat 
v c lo sel y 

ap prox irnate ·those which prevai .l for othe r traffic 
0 

• .. 
{ 
• 
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' 
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do Goverrnnent procur ement of transportationo The Gov-
• ., a r e • ~ •cc or :.c :ar ■ • a o 

ernrnent should be motivat ed prim ar ily like any other shipper s to get 

maxi.mum trans port ati on service at rn.inimum cost. To do so.t> it should 

analy ze its total distribution co st and the long-run effe ct of va r ious 

modes of transpo rtati on on this total. 

It sh ould not use it s uniqu e posi t ion as mass ship per t o 

wring special concess ion s f rom the ca rriers. And i t should 11o t opera t e 

i te own tr anspor t to compe t e with the commercial sys t em. Any excep

tion shou l d be extr emely well j ustif ie d for very cl ear and p ubli cly 

s t ate d rea sons . The Government should support the common carr ie r sys 

t em upon whic h th e economy mus t rel y.P and which is so vita l f or natio nal 

sec ur ity . 

e . Common carri er syst em. Comrnon carr ie r s a,hou.l d be. 

stre ngt hened by t he gr eat er r ate and r oute f:r·eedom re commended.9 and by 

t he Gove r nment ro uti ng of i ts own traffic al ong the l ine a suggested o 

The developme nt of compr ehensive use:r charges and certain r ecommended 

tax adj us t ments should also conduce to th i s endo How8ver·:J wher ever 

t he f ree market f or ces of supply and demand f avor pri vate and exempt 

carriers under f air competit i ve cond;t i ons , Government regulation 

should not try to force t r af f ic to l as s ef fi cient car riars c Rel ian ce 

shou l d be pla ced upon th e i ni t iati vs of common carrie r s wit h in t he 

changed f ramework of government policy pr ovi de d t here i s good re a son 

to exnec t a strengthening of the common- carr ie r posit i on a s a r esult o 
• 

f • Tl!ro~ h =r:C?ut½_lg_ an9, .S~oz:'½.!?~ti.?~o All reg 11J..ato ry 

proc esses shc ul d encour age maximum t hr ough r outi ng and coor-din atio n 



The best means should 

among and between d f t ra.nsportationo 
all mo es o -

be l ef t to th e industry .., ... containers ;i 
piggybacking and fishybacking ~ 

In the long runj more 
s tandar di zat io n, jo int bills of lading -9 etco 

Of the r
egulatory agencies should aid thiso In the 

uniform thinking 
. i t regulatory boards should handle 

short run j as an i nterim s tep_p JO n 
" cean surface - air11 and air-

the multiple-agenc y problems of sur1aceQo j 

ocean through ro ut ingo 
Generally ~ control of one mode of transport 

by anoth er is neithe r nee es sa:ry nor recommended $ al though a more flex

i bl e at t itude on t he part of the re gulatory authorities is desirable 

where a clea r denonstrati on can be made that increased efficiency wil l 

r e sulto 

Thr ough routes and joint rates between s ever al form s oi ' 

tr anspor t ar e to be encourage do It does not appear des i rab l e to make 

su ch i·ou t e s and ra t es mandatory , except tha t t he appropr ia te joint✓ 

board s mig ht be gi ven s uch aut hority in clear ca se s whe r e the e ff i = 

cie ncy of t he tran sport system as a whol e can be impr oved and where 

it is shown t hat one or mor e carr i ers unreasonably r efu se t o partici ~ 
. 

pate i n such arr angement s to t he det r iment of the publ i c intere st Q 

Rol!te r egul at io no 
c-> • Pb Y EiC" n 7 - S 

Gove r nment r egulati on of authori zed 

r out es sh ould be applied under unif orm ph i l osop hie so Tr1e r egul.ato r-y 

agen c ies s.'1oul d cl o se l y coordina t e t heir ro ute no l · • , h .i.. u 
~ ... ..u.c i e s 1-n. t ra 1.,6 reg -

l a t i on pol icie s and fa ct ual tr af fi c and cost= f ~~~~ng 
~'-U. surveyso And spe-

cial att en t io r1 should be paid to t he ca- e who 
· ... u ~----re one mode competes with 

a j oint se rvi ce ,..rhi ch i t , mai nt a ins i n con j unct .io n with anot her node to 

insur e th a t t he cost r el a t i onshi ps a.r e r eason abl y re fl ected i n t he com-

petit i ve r at es . 

.. . . -

. .. 
• 

' • 
•' 
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h. Rate regulation. Government regulation should pla ce 

t he c arriers in position to compete fairly with each othero Since 

rates are a crucial fac tor in the competitive struggle ~ changes s hould 

be slov1., Oth erwis e;) sudden large di-.rersions of traffic might p::-cduce 

chaos i n rnany trar1sport markets. Broad a.rid general rev"i.si ons reflect 

in g the un der ·l yi rLg cost relationships are .9 however .-, to be pref erred tc 

sp oradic and selectiv e r a t e cutting activities o 

All regulatory agencies should begin with the sama basi c 

.fa.cts ... - a corr,prehen si ve cost f i ndi ng study and a census of transpor 

tatio n. Wit h less regulating to do !l the deadly delays of muJ.tiplying 

case wor k should decreaseo In partic u lar ~ t he effort to conf.in e s us~ 

pension to i nsta nces where s ubst antial proof of unl awfulneBs is off eredJ 

should mitigat e th e delay s upon appr 'opr iate adjustmento 

s hippers Jl carriers.I) and Government tl1e same fa ctual basis fo r poJ..i cy 

and practiceo It sl1ould c.ovBr so urcas of traffic in the maJ1ufa,::;turin g~ 

agricultura l , and extra ctive industries ~ as well as commons contract i 

private and e.xempt carriers in al l modes of transportation o It sh0Qld 

show both geograp hically and by commodit y t-he weights .? sizes, vo l ume.fl 

distances >' r ates ~ and t .ype of car r ier movin g the tr ·affic!> a:3 w-?11 a.E; 

the reason fo r carrier selaction e It shotld be repeated a t r egi,l ar 

i nt e z·vals to inform us of tre nds as th ey are deve lcfi. I1g~ and tc m8aeur-s 

t he effects of actions takan o Without such a regular census~ r ationa l 

price action by carriers is impossibles as is regul ation up ,::.n tr1e stand = 

ards here proposed. 0 .Alth ough ob ta i ning facts about their · tr ·ansp or ·UI

tio n mar ket is prim.eri-17 a r esp onsibility of t r1e t l:"ansportation indust ry ., 
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the Government should take 
· this lack of adequate ;h,.. action to correc~ ~ 

fonnation. 

• 
J• Cost finding • A critical element in rate freedom is 

d t ~t present~ too little is known 
the concept of prices base on cos s. r. 

lat
. t of transporting traffic via the several modes about the re ive cos s 

and routes typically available to shipperso A comprehensive study 

should be made to explore the cost finding methods most likely to a:£~ 

ford proper comparisons between the several forms of tra.nsporto 

The effect of such a study cannot be overemphasi ze do Im

pr oved methods of co st analysis,l.l when applied within a framewo Tk of 

agreed economic standards » will enable the transport i ndustries to 

set prices and establish services more rationallyo Regulatory agen-

cies can then set maximwn and minimum criteria rather th an specifi c de

tailed rates, and the car r iers will have the normal ma~agerial initiative 
• 

of other .America11 enterpriseso And t .. he regulated carrie rs can be e.., 

quipped to meet the competition of private and exempt trans po rta t ion 

where th eir cost and se rvic e capacit i es permito 

k 0 Subs idies . st eady pressure should be exer,ted w r e-=

dt1ce and elimin ate subsidie so The situation i n the internat io nal 

sp here m.akes this far n1ore difficult to accomplish t han in the domestic 

area . The most important single di.rect b · ~ su siuy is to the merch8ot 

marine , and t he second largest is to local --: • se:r·v J.ce - 1· rli d. . neso No siri..gle 

act ion will cu r e these . For ocean shipping~ a combin~tion o~ a ctions 

is recomrnended.J of which the most import ant;~ 
_.., a sustain ed r e .s earc h 



. . 

-·· 
,. 

L 

... 19 co 
J --

• 

and developme nt program to reduce costso For local service airlines~ 

growth of nonnal t raffic should combine with payment on the basis of 

service rather than carrier nee dj and joint air=motor service s to solve 

the problem over the years o 

The economic problems of the non- contiguous states and ter

ritories arising from the high shipping costs in these protected t,z-ades 

have been called to our attention and it has been suggested that either 

forei gn flag participation in these trades or subsidy should be pro

vided. These issues turnj however , upon broader consideration than 

those of tr ansport ation policy herein discussed. 

lo In ternationale In t ernational problems of transpo r

tatio n must be tr ea t ed quite separately from domestic. The primary 

yardsticl< for judging domestic enterprise, that of economi cs;. 
. ... i s i r e-

quently of seco ndard importance in international affairs . Of great 

and ofte11 overridin g importance internationally are strategic posi tion ti 

diplom at i c prestige 1 a11d geopo li ti cs o Normal commercial competi ti ve 

for ces a1·e not \vi thin the nation r s controllable closed sy st emo 

In this area .9 more reliance than usual must be plac ed on the -

common carr ier system. In the f ace of strora..g foreign carrier competi 

tio n , we cann ot afford to spread our traffic thinlyo Government traf

fic must move a.long 1~th commercial traffic pr:Lrnarily by common carrie r 0 

Goverrunent mi l itary carrier operations must be reduced to the min imum. 

m. Labor-m&,agei-i eI1 t rela tion s. I.abor =mariage ment rela = 

ti ons in transportation sh ould be handled by a common con cen su a thr ough 

collective be.rgainin .g o There a.re only three other- a.lternatives g t hat 
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1
. ts will on management.;1 that management impose its Will 

labor impose 
its will on botho The first two 

~~~t Government impose on labor, or w.u;;i. 

are impossible in a democracyo 

luctantly. 

The third should be used only most re" 

The nonnal price for free labor~management bargaining is 

public inconvenience when strikes occuro In a few cases~ a strike 

may cause a dire emergency or public disaster!i as when the milk sup= 

ply is cut off from infants , or the entire food supply cut off 1,rom 

a l ar ge populationo In such cases si the Federal government has no r e

cour se but to for ce cont i nuation of essential transpo r tationo 

As a long, .. run program ., labor and management should give ex ... 

pert and objective study to the entire interrelat e d problem of wage 

rat es and working rules o The Gover~1nent should also spell out definit e 

cri ·teri a to distinguish economic in convenien ce f ro m a na tiona J. emer = 

ge ncy fo r Fed.eral in t erv ention
0 

no Co~t~nl_:ing, -~e~e~ 9~0 

t his r eport are l imit ed t o i ni tia l stepso 
• 

je ct ives must contin ual ly be r-eexaminedo 

The re commend ed actio ns in 

Obvio usly~ : or1g- r ange ob

Fur t her a ct ions w.ust be re -

sea r ched and r ecommended a s condi t _; o.ns - chan ge 0 

fect i vely staffed res ear ch and reco m.YIJ.ending .fu.'11.cti on, · · h O th A -c-vecuti ~ie - W1 t. . in . - -· D"-

Br a nch, which do es not now ex · --1.. '"J..sr.,o 

/ 

o . F;FFECT'§ QN Cfu!{RIER5 
:= 

C Cl 

a ri Ra.ilr-o ads e Ra 
. di - --:...;.,;,.:~ ilroads ar e the ou t s tanding 

si z ed n si ck mann of 
t ransp or t ation. 

lo ss es from l ong- haul _ pa ssenge:r 
Their bi l J.:i on - dol lar =a --ye a.!" 

business an d hotild some f reig h t t r aff i c 5 

' 
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! 
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not be allowed to persist. They should jn the long run probab l y take 

a larger proportion of the freight market they are economically suited 

for: long hauls, ful l carloads and trainloads, heavy-density mainl ine 

traffic. They should consolidate, rationalize 3 and drop duplicating 

facilities and obsolete plantl; . 

Much of their problem is t o be solved, however.9 primari~V 

as they show initia t ive in devel oping poli cies which meet the test of 

the public interest. No substantial bar to consolidation exi sts 

under pres ent laii.9 an expeditious and f l exible procedure for the aban

donment of losin g passenger services ,.,as opened up in the 19.58 amend

ment and the trend of i nterpretation of existing law is favorable to 

equitab le rate proposals which reflect a railroad cost advantage where 

:i.t exists . Certain of our prcposals should provide greater definite -• 

ness as respec ·ts this l ast.9 wl1ile t.l-ie tightening of the suspension pro

ced ur e should f urther redt.1ce the use of this instrument :·as a mere de

la ying tactic. But so far as appears, much loss in t he f r·eight traffic 

is not tl1e r esult of regulatory requirement but of a failure of the 

carriers to come forward wit,h appropriate proposals for adjustment . 

Worse, th ey giow a tendency to expand the area of unprofitab l e rates 

and actively to solicit business that can only be handled at a los a 0 

The pub lic is entitled to expect that rail carriers will face their ' 

problem upon a far broader and more energitic basis than hitherto . I t 

i s ent itled to expect that they should be relieved of t raffic which 

the y ca11.not handled on as favorable terms as other carriers i aa well 

as that they will ac ti vely put th eir best foot forwar d in those are as 

' • • ; 
• I . 
' ' 
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where th ey have an ec onomi c advantageo It is entit l ed also to expe c t 

th .at th ey will work coop eratively with othe r forms of transport t o de= 

velop j oint haul s whi ch utilize several forms of tra_rispor t in the ir 

respective areas of advantage. 

b
0 

Truck s
0 

Tru cks should be relieved of restric = 

t io ns whi ch are no longe r necessary and should enjoy a greater uniformity 

in t he r equirements imposed by the stateso They 31.ould not be required 

to trav el only on certain highways ~ haul only ver y special i zed cornmodi

ti esj omi t l oads in intenned i ate places on thei r normal routeso The 

r ead ju stment should be carri e d out as recommended; othe r-wise they could 

b e p us h e d i n t o a ch aos of competi tion with eve r y trucker comi ng in on 

·t.op of every ot he r o 

As opposed to t he r ai lr ·oa ds .v t hey sh oul d concent r a t e on the 

s hort el" h au ls ~ small er consigrrrn en ts .r l ig ht er arid mor e di sp er sed. markets 
. 

for whi ch t .hey ' fl exi bi li t y sui ts t,hemo No sharp dividiug li ne c a..Yl b e 

dis ce rn ed anct t he test of exper ie nca must be appli ed 0 

ment of bo th forms t oward a concentra ti o:i upon t -raf f ie i.TJ. t he r1and l j ng 

of whic h they hav e a demon s t r ab l e advant ag e shoul d mean ga j r1s in some 

typ es of bu s i ness and t he of f se t. of losses in ot he r t;y-pes~ a s wel .J. as 

an in cr ea se in t he to ta l tr ansport atio n market , in wbi ;:;h both w"i.].J_ sba-re. 

They sho uld be strer1 g t hene d to ful fi l l the f 1inc t i or..s 02 a 

common ca r r i er syste mo They shoul d reco gr1iz e t b a+ pr1.· 't'~ te d .1. • "' .. 0, a n exemp v 

c arr i er s a r e ha ndling tr af f i c t ha t t hey shou l d haul and t h + - ,, k +h a uy 11 , e Ve 

r ailroa d s , they sh ou ld s e t i n motio n bro ad adjus tm.:an • - t h t + e· ~ u S in . e $ ru ~vUr 

of their r at es whi ch m,Jr e .faith.f ully r efl ec t th ei· r • h . t.i ' "" COS~ C ar ac t er1 s Cw0 
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Buse so Motor transport of passengers should be 

allowed to expand as rail passenger services are disc ontinued
0 

They 

and airlines should be informed of proposed r~~, 
-o-.i.- passenger service dis= 

continuation as far ahead as ·bl ~ possi e ~o allow rational planning for 

expanded bus and air service to the publico In the event that problems -

of service adjustment abandornnent similar to those encountered by the 

railroads should develop, consideration should be given to extending 

to buses the provisions of the Transportation Act of 1958 with respect 

to r ail passenger serviceo 

do Airlineso Airlines should continue to expando 

Domestic regulation should be relaxed to allow greater airline f r ee

dom in setting ratesj subject to maximum and minimum rate power of 

the CABo Expansion of para ll el route competition between domesti c 

airlines should be t~n porarily halted, pending absorption of the huge 

11ew capacity in jets and turboprops~ except for new through .... plane jet 

• se1:-vic e. 

Intern a tional airline trends shoul d be caref11Jl y studiedo 

Foreign competition has been growing rapidly. ·The Gover ri-1nent should 

press consul t ations with foreign countries whose airlines appear to 

be viol a ting agreed princi ples on capacity florm 0 

e. Mer cl1a....rit ?-1 arine • A mer-chant marine and shipbuild -
• 

· essent1.'al to national defense and peacetime com.~erce0 

1ng i ndustry are 

T h 
~ essential trade route concepts and methods 

o el p t hese, t he pr e senu -

of subsidy payment are round. 

However, every effort should be made to reduce subsidy 0 The 

• 
I· , 
l 

I 
' • . 
• 
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best hope for achieving this difficult objective lies in a comp.re~ 

hensive long-range research and devel opment program] as in °th
er P~o~ 

gress:tve indus tries , tied in vitb the ship replacement progra m~ 

To increase traffic on American flag shi ps J actions sh oUld 

be ta.ken to counter discriminatory foreign praetiees and to en coura ge 

U.S. industry to use U. S. vesse ls more. 

A reexamination of national defense needs is re~ommended 3 

• 

but its effects cannot be measured until it bas been made~ 
I 

f. Inland Waterways o These carriers ~ 90 p ercent of' 

whose traf'f'ic is exempt from all regulation, will be a.f'f'ec·te d by

sl owly increasing user cha.rges 9 and by changes in l ong =haul heawy,:, 

volume railroad rates. T'aese rates must be regu.la.ted so ·that the 

rails cannot vage discriminatory and cutthroat competition aga.i~st 

va.ter carriers, nor thwart the development of joint services wher e 

these are more efficient than servic es performed by a single mode 

of transportation~ 

• 

, 

. . .. 
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RECOMMENDATIONS t ···: .:~ 
""" ', ~ 

~ese r?co1rrrn~nd~tions are concisely stated, and fuller \;,~ • , 
1scusaion ° w at they are intended to accompi;sh appea_-rs in --

Volume 2 of this Report 0 - -

Section 1. 

FEDERAL ECO!lOMIC R.F.GULATIOt1-.

CONTROL OF OPERATING RI GH*l'S 

PROBLEM 

What is the optimum program of controls of operating rights 

that will combine a maximum of des irable protection to the public 

with a maxjmum of managerial initiative for the carriers? 

FEDERAL ROLE 

The Federal Government should retain sufficient basic publi c 

utility controls to assure the public of adequate se1·vice at r·easona ·ble 

rates, and to allow the carrier s stable conditions, adequate returr 1s:; 

and opportunity for improving their position by managerial e:ffi ci ency o 

Deregul ation should pro cet:3d gradually · over an extended period of year s .. 

RECOJ,fi\1ENDAT IONS 

Truck 

1. Amend the Interstate Cannnerce Act to makP. operating 

• • ,... ,.,.o. • • • .L d 
costs, q11al i ty of se 1•v ice, a._t1d ability or. e1..i.2cien-r. CBI'l'J.ers ... o expan 

important factors in granting certificates and permjts. (Legislation 

by Secretary of Commerce) 

2. Eliminate cer t ificate restri ct ions, on a t;mn,=-pha.sed 
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program to be set by the I CC. ( Interstate Con®erce Counoi ssion) This 

program should allow periods of time between successive steps in which 

the industry ca.n adjust, and the steps may be tal(en singly or in combina

tion. The restrictions include: 

aa Route restrictions that require w..necessarily cir

cui toUB movement over specified highways, through gateway 

points, or through congested areaso 

b, Restrictions that prevent cOimnon and contract car

riers from aei·vicing all points within their authorized 

territories, and points through which their vehicles pass 

between authorized teITitorieso 

c. Co1mnodity restrictions, except for carrier s of such 

specialized nature as to be unsuited to transporting general 

coIDinodities. Even on these carriers, allow enough latitud.0 

for adequate and economical loads both outbound and inbour.td. 

d. Restrictions on type of sez·vice to be provided, 

except as necessary to confine carriers to Go1r11110:n or contra. ct 

carriagea 

3. Retain present restrictions on ra ; lc::>truck margsr a or 

acquisitions of control when significant rest1,aint of competition 1,.1,ralo 

be i nvo l ve d, 11nl ess increased efficiency and public adva-:it age c.an be 

de monstrated . I n daterr ii ning the advisability of rai 1 r:oa.d participati,jn 

in motor carriage, the t es ts provided in No, 1 above should be applied
0 

The In te rstate Commerce C01,w1iasion sh ould consider .. .i.. th •a1 
wue . er spe ci 

restr i ctions upon certificates to motor carrier s arrili ate d nth 

. 

• 
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rai lroa ds, which it has customarily imposed - ' should be continued in the 

light of such testso (Inte rstate Cominerce c011ulll ss i on) 

Air 

4. Continue long-run route policies which create competitive 

operations in the leading domestic tri1nkline transport TI)}3rkets., However, 

a moratorium should be called on additional pa.ra.llel domestic route 

certifications where jet planes will be used, until the impact of jet . 

service has been experienced and evaluated, except for new throughmplane 

jet eervice o (Civil Aeronautics Board) 

5o Eliminate or reduce duplication of routes between trunk.-

li nes and local serv ice carriers. (Civil Aeronautics Board) 

6. Liberalize operating authorities of all airline s to allow 

greate r freedom in ro uting of aircraft and adaptation t o traffic need so 

(Civil Aeronaut ics Boa.rd) 

7. Legislation sl1ould be enacted so tha t the CAB could, in 

combination with relaxing rate and other detailed controls, grant 

cer t ificates for l imited types of service 9 but only if nece s sary to 

insur e developing a defined mass air transport ation market through no-=

fr ill , low-fare flights 111 high traffic-density mar kets,, (Legis la tion 

by Secretary of Commerce) 
1

• .I- _..., • ,J..• .. 

Authorize local service air -2nes t.O ser ·ve ci vies via 

(c-~,VJ.· _1 Aeron autics Board ) 
combin ed airc=-motor operations,, 

9 . Grant expedited treatment to car r·i er requests for 

author i zati on to provide se r·vice to points where rail pa.ssenger s ei·vice s 

are being suspended. (See Section 5.) ( Civil Aeronautics Boa..-rd) 
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10a Domestic airlines should no longer be eligible for su.b-

sidy after seven years of subsidy-free operationa (Legislation by 

Secretary of Conrruerce) 

11. Subsidy to domestic local service lines should be based 

on sa1·vlce rendered, rather than cax·rier need as at present 0 

(Legislation by Secretary of Coonn.erce) 

12a Prepare long-term analyses of past and probable _ future . 
. 

trends in international air transportation, to determine when a more 

restrictive policy should be adopted for foreign-flag airlines in 

competition with American-flag airlinesa A possible long-run goal for 

.Amer ican-flag airlines might be to carry approximately the samP. 

per centage of international air passengers in and out o.f the United 

Stat es as is represented by the percentage of Ua So citizens to total 

travelerso (Secretary of Commerce) 

13. Press capacity consultations with foreign air carTiers 

whose operat i ons seem to be in conflict with existing bilateral agree~ 

ments. (Secre ·tary of State) 

1..Jaterwaz 
• F 

Sa.me as Recommendation 1, so :far as applicable
0 

Rail 

See Sect i ons 6 and 9 

Bus 

See Recounuendations 6.3 and 6S 

. = . .: 
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PROBLEM 

.. 29 -

Section 2. 

FEDERAL ECONOMIC REGULATION..-
C01-~0L OF RATES 

-
r -. ., 

f , 

vlbat is the optimum program of r·a.te controls -cha t wil l pro"' 

duce a maximum of free market competitive pricing but retain the pr oa 

tection required by the public? 

FeDERAL ROLE 

The Federal Government should reduce such restrictions on 

I ~ 

the pricing freedom . of carriers as stifle economic efficiency ., The 

benefits of competition could then be passed on to th e public through 

redaced rates. The Government should retain sufficient controls to 

prevent destructive competition aJrr,:-c~. c.'c driving out compet it ors on 

a basis other than economic efficiency, and to prevent excessive 

charges vhere there is little or no competition .. '!'his pr ogram must 

be closely coordinated vi th the program on control of entry , a.nd 

should also pr oceed gradually" Under the revised regulatory standa r ds 

and in the light of the economic circumstances in the transport in 

dustry, in the l ong run , rates should come to be based pri marily on 

cost . 

RECOMMEfIDATIONS 

Rail and Truck 

l4 e Set a floor for competitive pricing by amending the 

Natiori&l Transportation Policy to define aunfair and destructive 

•, . . . . 
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,. t include only rates below the long.,,r-un 
competitive practices o 

3 th rates* As a nract1 ~--~1 
f t h carrier ' making · e · ~ l!' - .,.. 

marginal costs o e 

. . ue may ttSe the ICC 1 s definition of out ,.,of' ... pocket 
in't er i m measure J ,. 

• i h • ,, often err on the high side for ra.i lroada j) and cos ts , vn c ma., 

which include a return upon 10~ of the mobile plant and 5~ of· 

the fixed plant . For a practical measure presently available they 

sb.ould be used, but shou.ld be improved as recommended in the section 

on cost finding. (Legislation by Secretary of Comm~rce) Also ~ 

bring present minimum ra ·te orders into line with this standard. 

(Interstate Commerce Commission) 

15. Retain present standards of reasonableness for max

i mum rates, but preclude the prescribing of maximum r at es at less 

than th e full cost of the service involved 0 Also
1 

bring present 

maxi mum rate orders into line with this sta.nda rd
0 

( Interstate Com

•erce Comm.ission) 

Amend rate suspension provisions to re qui re a sub

s tantial sbowini,. not j t ta 
•-o., U.S S tements i S.6 grounds f or sus penaion o 

16. 

The lo ng-term progr am looks t~-d eventu,.l 
v•~ __,_ elimi nati on of th e sus= 

The interim program vou1d call for the ICC to r equire 

I-The coospetit ion of r out es of as · • 
j oint services b·y several mod ingle mode Y1 th through routes or 
mode capable of through se 

1 
es (as rail-water ) 1 including th e 

problems. Where the singlr v : on its owni cre at es pa.rticu]at" 
a joint aervt ee vhich it hem , e _reduces rates competitiv e vith 
tor of the rates for the j a.~ or 18 required to maintain, its f'ac., . 
make a part or the COllbina ~i nt service or the local rates which 
bear the same relati 0,n h.i on for such joint service should 
f . - 8 P to th " - 1 . . _ 

~r the compe~it i ve rates . In t e coa t of s ervic e as p ro p osed 
ra ... ssion or a Joint board has h.e alterna ti ve ; vhere the Com .. 
~hould be prescribed which "Pflmre': i a relat i onshi p of tl ,e r·•.1t.:.es 
tvo metb.od f re ec~ s t h 1a 8 o .· trans p.ort. .., e re tive cost~ by ·the 
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the carrier proposing the rate to have a. justification in the 

matter of costs, and for protesting parties to have a real and 

f ·actual basis for protest on grounds of destructive competition ; 

as redefined, or on grounds of unjust discr1mination. (Legisla ~ 

tion by Secretary of Commerce) 

17. Provide that ICC establish minimllDl rates upon joint 

application of carriers competing in special "all er nothing" lll6.r"" 

kets where competition may well be unstable. 'filis group of exce p

tional cases usually includes those markets with either one shippe r 

who will not divide his traffic, or a small number of shippers who 

react .alike ao that a price change may vell get the carrier al l of· 

the uadtet or none. They may include also those markets in whic h t he 

omst structures or several fortnS of transport are so nearly alike as 

to be praotically indistinguishable o ( Interstate Cc111iuerce Cuma,1.ssi on ) 

18. Amend Section 4 on long and shert-haul rates to require 

that reduced ra ·tes must be compensatory, defined for this purpose as 

not "aestructi ve w as in Ree·ommendation 14 above o ( Legislation by 

Se cretary of Commerce) 

Air 

19~ Encourage the initiative of the airlines in setting 

rates by limiting CAB rate pov ·er to maximum e.nd mjnimum.o CAB should 

t1se this pa1rer onl.y in exceptional cases, not routinely" Maxim\lDl 

rat ,e paver should . be applied mainly to monopoly points j minimum rate 

power prja ... 11.y to competitive pointso (Legislati011 by Secretary of' 

Comznerce) 



20. 
t should encourage interna tional air 

The Gove1~nmen . . , 

· dl as possible., consistent with 
carriers to reduce fares as re.pl · y 

costs o (Civil Aeronautics Board) 

21. 
'file CAB should not be given the a.ddi tio:aa.l paver to 

' 

fix international rates directly e.t present. Trends should be 

watched , of the costs of UaS~ as compared to foreign flag carriers 

so that , well in advance of need to protect UoSo ca rri ers by su.bsi .... 

die• or minimum rates, the Government should deci4e vhen &J?-d if' such 

rate .power can be granted. (Secretary of Cua1merce) 

22. Minimum re.tee for military traffic should . not be 

below levels considered reasonable by the _C.ABo (Secretary of Defense) 

Section 22 - All Transportation 

23. Section 22 of the Intersta:te Cumo,erce Act 9 dealing 

w~tb bi4d 1ng an Government traffic, should be studied by th e ICC to 

reach eoncluions on the relative levels or Sectio n 22 and regular 

tari!~ rates, amount of traffic which moves under these rates J im= 

portance of r&te concessi ons other ~hAn rates
9 

and exten t of voluntar'Y 

quota tions as opp osed to those solicited by Government agencies~ ( I n"" 

terstate COllllerce Commission) 

Secti on 22 g_ttotati \,.ns should be on stan dard f orms , 

always file d vi t h the ICC in advance and not someti mes retroactiveJ.1J 

always vritt .en .and not somet i mes or a l , 

. .... 
' . 



Section 3., 

cos~ -FIBDIBG AND CEBS~S OF TF..AHSP0R'f_i\T!Off 

PROBLEM 

Wb.e.t are the best cost finding procedures to guide carrier 

·pricing and Government regulation? 

FEDERAL ROLE 

The Federal government should encourage development of 

methods ~or com.paring relative carrier efficiency. It should facili

tate the collection or complete and consistent cost and st .atistical 

information about all modes of transportation. It should. encourage 

the us e of analytical techniques designed to provide more precise mea ... 

aures of the costs associated . with specit'ic traf'fic or serviceso Tb.is 

program must be :f'ully coord1nated vitb the progz·a.m on control of rates c 

RECOMMENDATIONS 

All Transportation 

25. Grganize -~ sta:ff' -and finance a special task force to ex= 

p lore the p ractical applications of modern mathematical arul electronic 

te chni ques as a 'basis for improved cost=f'inaing. The task force should 

have a ct i ve participation at both policy and verJdng levels by person ~ 

ne l ot individual c11.rriers 1 carrier trade associations 9 and regulatory 

agencies or all 11.odes. (Secretary of Commerce) 

26.. Carriers should begin ., assisted by their trade a.ssocia = 

tions , to develop coa,puter · cost ans.J.ysis prog1 B,1116 f<i>r use in cGtromt>n DY 

. 
ii 
r 
> 
'' . 
. ' 
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(carriers) 
principal sizes and types of carrierso 

i and ICC in particular; should 27 .. All regulatory agenc es, 

expand use of 

state Commer·ce 

electronic data processing in cost analysis~ (Inter~ 

Ci il Aeronautics Boa.rd, Federal Maritime Commission1 v_ 

Board) 

2a. Establish an ad. hoc joint body to produce a grea.ter de-

gree of comparability in all Uniform Systems of Accounts~ and to re

orient reporting requirements towards cost ascertainment needs 0 

(Same) 

29. Enact legislation authorizing and providing :funds for 

a Censu~ of Transportation as soon as possibleo Among numerou.s other 

benefits this will provi de an improved basis for forecasting probable 

traffic volumes, which improves cost estimation because of the rela p 

t •ionship between unit costs and demand for trans por t .ation serviceo 

(Legis l ation by Bureau of the Census) 

Tru ck and Waterway 

30~ Require mare factual information by motor and especially 

water carriers , for cost CO(ttparisons 
O 

(Int ) · erstate Commerce Cor,1mission 

31.. Temporarily retain cost-i·ng· based on • ,... • Rai l Form Ao~ $~&~ 
vid.e tne I .. C • C • vi th s ta_-f'f and funds t 0 stUdy possible improvementso 
(Director at Bllreau. of the Budget) 

Air 

32. Modir-y the present A'fA f 
ormuJ a to provide for adjust"" 

ment f or B])eeit'ic route conditions., 
(Air Transport Assoeiatisn) 

... : ·• , .. . 
. . ), 

-.,•.-
. ; \?t . ., ... ~-

' . ' 
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FEDERAL INVESTMENT i~ USER CH..t..RGES 

PROBL.'SM 

Should the Federal Government es t~blish, w&i ntai n . , , 

operate any transportation rights-of-vay ana f a ciliti es and should 
. 

it then charge for their use? 

FEDERAL ROLE 

The Federal Government should contin u.e t o est a b li sh and 

maintain the ground facilities it has hist orical l y prov i ded - -h i gb 

ways, airways, airports, waterways, and seaports --cc1tllilon use.r faci li~ 

ti es more appropriately provided by Government than by pri vate in 

stitutions. 

The nationa l trans por tation role vil l be carried out most 

effec tive ly if public investment decisions are based on axv.il yt i~~l 

procedures using objective criteria comparable t o th ose which govern 

the economy at large. 

The Federal Government should. continue user charge syste1?1S 

where they exist , and should establish such systems where none nov 

exists. The lo ng-range goe.l should be a level of charges that would 

inel uae allocated operating and maintenance costs , s.s well a.s nev 

investment and interest charges. This should be achieved by means 

of gradually increasing rates to the users over a period of' years,, 

RECOMMENDATIONS 

All Transportation 

33. The Government should establish a t r ans p ort i nvestme nt 

planni.ng staff to use ob j ective analytical methods in making un if1ed , 

\. 



t t ir~a;n.s t o be ·publish ed. ani inc l wi ed. in 
lo ng•:r-ange _J ede raJ . i nves men 11' . 

the ann ual budget document o (Se cre tary of commerce ) ~s s t a.:f'f should~ 

a . As a n j,~terl m ste p; make t he fullest po ssib l e '!!Se 

of methods and t echni ques of ana.lysis nav used ~y the 

Bureau of Public Roads r Corp s of Engine er s s and Federa l 
. . 

Aviati on Agenc70 

b o Anal yze a.nd evaluate t he pr ojec t a nd pr ogra m 

evalua ti on methods current l y use d by t hes e aganc i es 9 and 

examine all ot her Gover nment and indus t ry met hod.a Gf 

in ve st ment anal ysis and pl,;,.nnina: .11 so -.nalyt i ca l methods 
' 

. -

• 

. 
• 

• • • 

vi ll be subj ect ed t o conti nuous stuo., · an d pe ri odi c re visi ono 
• 

Emphas i s sho ul d be on consisten t ec onomic eo mpari s on between 

• . 

high way$ va.te rms.yj) a i r tra nspor ti &:nd n il tn. ns port fa~i l i tie1 ° 
' 

• 

. ' .. 

. . 

.... : 

cas t i ng t otal t ~p or"ts.tion needs in th e ec~Olf(1 in t he ~g~ 

grege.te and by mode of' tra nspcrtati on
0 

t rans port needs and an iAventor:, of' exia rt i~ t~port. tac:il= 

•, 

mento 

e " Prepare long crang e Federal i~est meJtt 

published as 6=:,ear ad:~a..nce p}t@Jming ~~~edul e~ 

••• 

. . . 

t h ooe now :requ i red. of Fede ral age 4 ; 
nc. es e1Qga.ged. in dir ect 

coWJtruction ~ctiTities au 1 · 
:; .ncarpon.te i :q b~ et ;goequ es t e 0 

out th e 

. . 
'· 

+. -. . " 
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34. A·pp oi.nt ad •-riaory gr oups cf users to !''Rik~ reccmm t~rlda

th e engin eerin g and economic f easibility of Federal invest- .. 
\' ~' ·.-
~ •, . -· . :,.. . ,: , .,.., .-'-.~ 

... &. .. .,. ,. • . . - . 

35. Continue s tu di es cur r ently under vay in Bur~a u of 

P·ub l i c ll oads and modify c,r a da p t a.a necessary for comF.a..rabili'ty with 

e.11 other me.des. ( Bureau of Pub l i c Roads) 

/.\.1. rways 

36.. Ena.ct l egislat i o11 t o establish a system cf airway user 

char ges , re c ognizing present ga s t.axes as a beginning, plus simila.r 

ta x.es on ke roa e ne- :bas e je t fue l , vith step-by-step increases in avia

ti on f ue l c ha.rg e s fo r a spe c i fi c number of yea.rs. Begin a. comp1·e

bensive study of airway costs. (Legis l ation and study by ~cretary 

~ Coumt.erc e ) 

Ai r tlorts 

37 . Measure the present and estunated f'uture ·percen'tages 

of int t-?r s ·t .at e arid mi l ita r y operations a't each airport. ( Administrator 

of Fe de .ra l Arlation Agency ) Enact legislation to authorize Federal 

gra nt s t ova r d a irp ort- c onstruction costs based on these percentages, 

and enact l egisl&ki on t o estab l ish Federal land1ng charges at airports 

rec eiving new Federa l grants-in-aid, including step-by-step increases 

1n charg es f or a specifi c number or yea.rs. (Legislation by Secretary 

..... i,.• _,,,. 
. --

of Cewmuer ce ) Begi n a canpr ehen.sive study o'f airport c onstruction and 

impr ovement cos't s , t' inan c ing, ape rat i ng costs, sources o! airport 

re fv•enues , a\>111 t:r of &1.rp·ort us e rs t o ·pay Federal and local la:nding 

cbarg es, and a l ternative methods of charging. (Administrator of Federal 

Aviat io n .t\genc ·y) 

• 

I 
• 
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Waterways • • • 
• 

38" Enact legislation "'co es ta b li sh a Sy-Bt em. of ve;t;a~y 

user ~harges , specif'ying an in iti al low level of :fuel t axes and 

ste p- by - ste p in cr eases for a specific number of ye a.rs. (Legisla tio n 

by Secretary of Oommerce) 

• 

• 

• 

" 

• 
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-·---Section 5. 
r •. .. 

DEFElfSE RE'.ADINEBS, GOVERNMENT PROCUREMENT AND OPERATION ;:' 
, . 

\~,. 
~ , , . . ...;.... ... . PROBLEMS , ... ,,"": .. ~ .. J_,......... ,-

How can the U.S. maintain adenuate ~ transport readiness 

for possible wars--limited. "brush fi " · re or all-out nuclear--at rea-

sonable economic cost for the i ndefinite future? 

How should the Government procure transportation to meet 

peacetime needs an .d l>e ready for wartime requirements? 

FI01K much trans p ortation should the Government o-oerate its elf? -
FEDERAL ROLE 

National surviva l re quires gtmranteed effective transporta

t io n f or poss ib l e war fr ont s and the home front. National economy re

quires tha t t ransportation re sour-ces be sustained at minimum cost. 

The best so l uti on occurs vhen the normal peacetime economy de

velops a t ranspor t atio n syst em adequate for wartime. For domestic sur

faoe t ra ns-por t , other :recummendations in this report Will make this 

s,abstantia lly tr ue. For air transport, the recommP-ndationa below 

should help provide this readiness ~ For ocean t~ansport, see Section 7. 

The Government should formulate and continuously up-date its 
• 

est i mated r equirements f'or direct mili ta.ry and ~ssential civil trans

port .a t i on in wartime. 

t Shnul d route its awn traffic by tb .e mode at 
'!'be Governmen '"' 

t .ranspo:rtatian that gains 1 t the greatest overall econsmic advantage 

ot 11ini111izing tota l distr i but io n cost· 
It sno .ulcl route the great bu] Jr 

i 
. at reasonable cost-related rates. 

er 1 ts t r af fic by eouunon carr ers 

Pr
.-.J'lur ent of traDSportation should con

Mili tary and ot her Governmen t u-,.. 

ta ti on policy as fully as private shippers. 
f onn t o gen.era.l nationa l t ra.nspor · 

• 
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·The ·primary. princtJ>le of economic se)! ·=int~r~st should be 

modified only for clearly justified reasons of national defense or 

national ' interest ·~·· Government age:nc1es should not apera.te tra.ns por-t I 

systems irr compe-ti ·tion with commercial carriers if there is · any other / 

feasible way to meet minimum military requirements. 

RECOMMENDATI0NS • • • 

All Transportation ... . . 

• • I I The· ritili 'tary authorities should review their emergency 

requirements for cargo and passengers for each mode of transportation. 

,. 

l 

• I 
I 

They should state these requirements to the civil authorities ') together ~ 
. 

··wi th th e assuniptioli.B and probabilities as to the various types of emer... Ii 
:, • t gency assumed for each statement of requirements. Ocean and inte r n&~ j 

• I tional air needs sheuld be considered at the same time 1 together wit h 
I 

• • t , 1 ~ 

probable peacetime trends in their relative traffic, a.nd the val ue o! 

Sllperliners as compared to other ocean vessels and aircraf t ,, (Seere 0 

ta.ry e'f Defense , Director of Office of Civil and Defense Mobili za:t iOB ? 
r 

Secretary of Commdroe) • 
1 
I . 

. 
• 4o~ Simi l arly , the · civil authorities sh oul ,d. make t he ir 

statements of requir aements for 'the corresponding types ef emer ge nc ies o t 
{Dir ect or of Office of Civi l and Defense Mobilizati on 1 Seere'ta.17 of 11 

Commerce) ~ 
~ 

4-1 .. All military and ciTil Government a.geneies should in = 

ereasingly and. systematically analyze their trangp ortati an pol i ci es 
. 

to m&kP optim use af any mode o-f trans p ortation Yhen ever it ca n r e== 

duce the total system cost to the Oovernment. {Secre tary Qf Defen.se 1 
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Administrator of General Services) 

Rail 

42. The Government should assure an adequate stockpile 

of rail passenger equipment for military emergency requirements if 

definite requirements are proved. (Secretary of Defense) 

P.ir 

43. The civil authorities should . fo~lly state to the 

military the maximum civil air transport that will be available for 
. 

direct military sup port in emergencies, since the recent change 

fr om estimated shortage to estimated surplus. The military authori-
• 

ti es sh ould then direct their -pl flnning staffs to make maximum UB e of 

thi s civ :l.l ai rli ft , oionsistent with overall emergency military effec

tiveness. The mili ta r y au th or ities , in addition to estimating "capa

bility" re quir ements f or sh orter .,.range plans, should also estimate 

"objective'' r equir ement s f or l onger-range plans and issllle these to 

• 

the civil auth oriti es as a guide to the :national defense aspects 

in setting l ong-range policies for civil air transportation. (Secre-

tary of Commerce, Secretary of' Defense) 

44. The Civil Reserve Air Fleet should be increased to 

the maximum t o meet revised w"Br plans. ( Secretary of C01oaerce) 

tnaximwn 

45. Military and civil federal agenc ,ie .s should route a 

of their air trafi"ic by civil airlift in · peacetime, par-

Rec ndation 46 
t1cu.1arly to po ints on reguJs.r airline routes· 

below. (Secretary of Defense , Administrator o:t' General Sexvices) 
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46, A task group of air transport and training experts 

should survey MATS pea ce t i me operat io ns r ea l istically 1 to evaluate 

adequacy of trai~ing produ ce d by us i ng a maximum of simulators 8nd 

other training aids in combination vitb a minimum of airline-type 
• 

MATS operations. · ( Secretary of Labor) 

47. Air cargo dev e l opment for defense as vell as for com-
' . . 

mercial r~quirements .can best be promoted by Recommendations 3a, 33, 

34, 39, 41, and 42. In addition , the GoTernment should: 

a. With the cooperation of industry, uke its best 
• . ,. 

e stimate of the probable commercial markets for cargo air-
' 

craft, (Secr e tary of Commerce) 

b. Make firm plans for military procurement of "hard 
• 

core" car go ai r cr aft , (Secretary of Defense) 
. 

c, Cont i nue i ts efforts to develop legislation for 
. 

initial Government ass i stance such as is be i ng considered 

in current guarant eed loan proposals , after making sure 
. 

t hat a ll oth er a, ra1 l ab le resources v i ll not produce the 

desired r esu l t wi 't hi n the reasonably f oreseeable fut ure 

and after r ev i ewi ng i ts consistenc y vith pol ici es recom-
. 

mended e l sevh.ere herein. (Administrator of Federal Avi 

ation Agency) 

.. 
Arrangements for Government traffi .c shollld spec:it'y 

voJume and type of traffic from or" i t d 
. ~g n o estination Yith in stated 

• 

time limits and shou l d al l_ow Government a.nd c:omm 
1 er e al t~at'f i c to be 

coaibined . (Secretary of Defense , Admini strator o'f Ge 
nera1 Ser Yicea ) 
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Section 6. 

URBAN TRANSPORTATION 

PROBLEM 

How can the Federal Government assist in the essentially 

local problem of urban trans po rtation congestion? 

FEDER.AL ROLE 

The Government should encourage local authorities to do 

more long-range land-use p lanning, in which transportation has a 

critical part. 

RECO.MME:NDATI ONS 

49. Enco urage urb an long-range comm\lllity planning, includ

ing t ota l. tr ans po r t a t io n p l anning to make full use of highway, tran

s it , rai l co mmutati on , and all other capacity to minimize total 

trans portati on cost and co ngestion. (Legislation by Secretary of 

Commerce) 

50. With local communities, inTestigate basic approaches 

to su ch pl ans and their financing. Methods might include amendment 

of existing highway legislatiore to allow charges on city highway 

gateways to help divert auto cou,01\lter travel to 1Q8SS transport means, 

hig1ler community parking fees to help similarly, diversion ef such 

funds to pay for other transport facilities, etc. (Secretary of 

Commerce) 
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Sect io n 7. 

SPECIAL MERCHAJfT MARINE PROBLEMS 
; 

PROBLEM 

How. can the United States have a merchant marine adequate . 

to handle wartime requirements, and peacetime commercial and. strate -
. . 

gic needs, at reasonable cost to the Government? 

,FEDERAL ROLE 
.. 

A merahant marine and shipbuilding industry are essential • 

to national defense and peacetime commerce. Hovever, their long-term 

minimum size cannot be known until there is (1) a reviev of defense 

needs und.er clearly stated assumptions as to types and probab i l iti es . . . 

o-r vars; (2) a realistic estimate of the size Vhich is necessary to 
' . 

the foreign commerce of the United States and can be econOllically sus = 

tained; (3) a cal9ulatio .n of long -range c_ost~ and benefits of op er at i ng 

a.nd construction subsi .dies; and ( 4) a determination of the pro po..~io n 

or the national budget vhicb is reasonable f o~ this program
3 . 

The "parity" principle of equalizi _ng competi ti v.e ope ratin g 

and sh .ipb11ilding costs is sound and the Govern.ment sho ul d continu e 

to s~pport the merchant marine through subsidy to the degree necessary 

to mai.ntain p&ri ty ., The am~unt of' subsidy in t he fatur e _ d.epend s lar ge l y 

upon determinations as to ·the size required. = 

In the long run., cost di.t"ferentials shoul d nar r ov and the 

merchant 1m1.ri11e should more nearly approach s elf *Sut' f ici en c;y., 1':hi s 

. ' . 
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snould be st1 mulated primarily through a research and development 

program led by th e GovernmP.nt with full participation by seagoing, 

shipyard and l.ongshore labor, s h i p op erators ; a.nd ship builders. 

The objective of the research and devel opment program should be to 

make the 1:J .S. merchant marine a nd sh i pbuilding industry more nearly 

competitive by mechanization for long-te rm increase in labor pro

ductivity. Such a p rogram shou l d be parall eled by measures for 

labor so that individuals do no t s uffer personal hardship from the 

technological advances • 

RECOMMENDATIONS 

51. A maj or t echnica l res earch and development program 

should be instituted t o : (Mari ti me Admi nistr ator) 
' 

a, Inc or porate techniques f or low -cost materials 

ha ndling equi pment t o be i nstall ed on ships so that the 

adva ntage s woul d a ccrue to American ships in both U.S. 

and f ore ign ports. 

f o~ mechanization of shipboe.rd b ~ De velop te chn iqu es 

~ -ting crQv costs. funct io ns t o rea.uce ope.i. - - -

1 - nge +.ecbniau es and equipment to c . Perfect ong-k~ • - ~ 

kee p similar ·techni cal pr ogress and i mproved shipbuilding 

~an keep in the forefront 
m~thods going s o tha t t he u .. s .. "-· 

of maritime eff i ciency 
~c cn.metition at minimum and ec onomi ..,,...r 

cost in Federa l subs idy. 

• 
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d : The Mar·itime Cargo Transportat i on Conference , now 

engaged in intensive research on longshore activities , 

should be eneouraged to extend their f i e ld of operations · 

to the subject of this recommendation ~ 

52. The Government should institute parallel plans for 

labor in the mechanization programs o It is essential that sea.going , 

shipyard and longsbore labor participate fully a '!'be bas i c aim should 

be to reduce the unit costs of building ancl operating American shipping 

to help it retain its position. A prerequisite appears to be planning 

the timing of te chni cal ahanges so that, through normal att r i t ion , re

train1ng 1 and special benefits if necessary ; workers do not s\:lf~er i n ~ 

dividually while the overall long-term benefi ti ar e being achieved o 

Labor and. management should together examine the feasibility of such 

a pr ogram. (Maritime Administrator) 

53.. Existing law should be use .d more et'fectively to counter 

d.iscriminatory practices oontro1:11ng the rout i ng of c ommercia l car go 
. 

and. passengers .. Government po li cy should be bas ed on th e . conc ept of 

r eei procity, vith U~S. measures matching f ore i gn mea -sur e s b ot h favo r able 

s.nd unfavorable . Thi s policy should be applied in steps ove r a per i od 

of a few ye&rs , to give the foreign countries ti me t o r econ..si der their 

policies and make them nandiacriminatory against U, S~ s lrlp pi:og ,. (Mari= 

time Administrator) 

54. The Department ~ Agriculture should sh ip th e grea t 

bulk of surplus U.S . co mmodities via U. S .. flag s hip s 9 through use of 
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a general carrier on a norm 1 b a_ asis at comme::t'c ia l rates. (Secrcta.1· y 

of Agriculture) 

55. Industrial c · ompanies sh ould use more American flag 

vessels in carrying their ovn materials and produ cts. The Go'r1e1 1 nment 

shoul .d ex.amine closely p ractical means t o accom pl ish this . ' such as 

stepping up its long-range informati on program for exporters and im

porters. (Secretary of Commerce) 

56. Government representatives should keep in Continual 

touch with industrial shi pp ers , so that their needs can be met more 

clo sely by the merchant marine and Government. (Secretary of Commerce) 

57. The re placement pro gram should be kept, but the cri

t erio n of twenty-year life should be modified and extended to allow 

for competitive positi on , physi cal condition, and other realistic 

considerations. (Maritim e Administrator) 

58. The advisabi l ity of superliners should be studied. 

The m.111 tary should re-ex amine the advantages and disadvantages in 

shi pp:i.ng troo p s by su p er liner in wartime and of alternatives. (Secre-

tary of Commerce , Sec~etary of Defense) 

59. The United States should examine the necessity for 

placing wartime reliance on vessels under the Panamanian, Liberian, 

and Honduran flags. (Secretary of Defense , Secretary of State) It 

sheuld keep close watch on transfers t o ot her flags which vould lose 

~ &ssuran c e o! control. (MPrit1me Administrator) 

60. The essenti& l trade route concept is sound. HoveTer, 
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• 

determination of the volume and character of service req~ired in the 

national interest over each designated route appears to require more 

searching review . Such reviev should insure that the essent i al trade 
. 

route concept is administered so as to protect American t'lag trade 
, 

interests, contribute to their development and meet foreign flag com.-

petition. (Maritime Administrator) 

61. The importance of the merchant marj.ne as a. favorable 

f a ctor in the international balance or payments should. be evaluated 

i n th e l ight of long - range national . considerat i ons ., (Secretary o-£ 

Trea s ury, Secretary o-r Cornmerce) 

. . .. 
• 
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Section 8. 

SPECIAL M(Y!'OR CARRIER PROBLEMS 

• 

UCOMMEIDA'?'IOI = 

62. Uniformity of state regulation with respect to sizes, 

weights, safety appliances, and related matters or highway Yehicles 
I 

pperating in interstate couon~rce, is of interest to the Federal Gov-

\ • rnment in view of its effect upon the manner in which interstate 

lighvay transportation may be conducted. Accordingly, the states 

should be urged to move rapidly toward uniform legislation in these 

matters (Secretary of Co1muerce) . If this is not accomplished vi thin 

a reasonable time, it would be an app ropriate subject for Federal 

legis l ation.. 

• 

• 

j 
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Section 9,, 

SPECIAL RAILROAD PROBLEMS,..- · • 
PASSENGER DEFICITS i CONSOLID.~I01'S 

.. 
• • • .. ' . '• 

. 
• • • 

What should the Fed.eral Government e10 about tbe large 
. . . ' 

.. . 

railroad passenger service deficits? Consolidations to strengthen 

railroad economic positions? 
I" • 

FEDERAL ROLE • 

.. . . .. 
< 

. . . . ., . 

.,. , ...., I 

..... 

. . 

The Government should help . railr,0&.ds 'by &llovi.ng them.: 11)8Xi-
• 

mum practicable mamagerial discretion in .trying to aolv~ their own 

problems .. It should help assure alternative transportation v'hen u_n .... 

economic rail passenger services a.re suspend.edo It should help 

urban planning in vbich rail co mmuter serv ic es a r e involved (s ee 

Section 6) o It should give clear encouragement to railroad eff orts 

to impreve their long-run economic situations "b.y conso lidat ions o 

RECO.MME:RDATI ONS 

Passenger service deficits. 

63 0 Railroads and buses should have eonaide ra~l e fre .e·d.om 

in adjusting passeng er fares to try to retain -pass e-ng er' t:rat'fic and 

otherwise minimize defi ci ts . (I nterstate Co,umerce Com■1 ssion) 

~ .. ''!'he railrcs.d.s should continue t o drop un-profi table 

:rai l passenger services unde .r the accelerated p.roc ed.ure pend tted 

' 

by th .e Transportation Act of 195~.: (Railro&ds ) 

' , 

I 
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The Government should exercise l eadershi p by bringing 

t_ogetber al l carriers such as railroads, bus c ompanies, and airlines , 

and inte 1·ested Government agencies such as ICC: Cft.B 
1 

and Post Office 

Department, to plan expanded routes and s chedule s of non-rail trans-

·portation to help accommodate rai l ·passengers , mail and eA--Pr ess -

~hen uneconomic railroad passenger services are sus pended. (Secre

tary of Commerce) 

Urban trans portation planning should in the l ong run 

help the rai lr oad commuter def'i ci t prob l em. ( See Secti on 6. ) 

Railroad consolidations. 

66. Legislation sho uld be enacted to establish officia l 

P_ol i cy that rai l road co ns ol idati ons in gen eral are in the ·public 

1:Jtt erest and sh oul d be encoura ged vit h a minimwn of restrictions • 

(Legis l ati on by Secretary of Con,merce) 

67. Railroad c ons ol idati on proceedings should be expedited. 

(Interstate Comn1er ce Co1nu1i ssion) 

68. 
d tablisb minimum assents 

Legis l ative provision shou.l es 

. t apply in connection vi th 
reqUired of eac h ·class at security holder 0 

' 
co :f state 1.av to the contrary 

n&ol idations for mergers, provisions 0 

__ of commerce) 
n.otv1thstand1ng. (Legislation by secretary . 

• 

'• 
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Section 100 
. . 

T1\.XATIO?~ 

PROBLID1 

Inequality in the tax treatment accorded different fo~ . . .. ,,,, ... 

of transportation competing in coIJllllon markets can result in a 

stimulus to some, and a handicap to others which is artificiaJ. and 

-which may prevent their relative economic -worth .from being realized 

by the nationa 

FEDERAL ROLE • 

.. 

So far as inequity is the result of Federal tax policy, 

such policy should be altered to remove ito . Where it i .s the re!!ult . . ' 

of tax poli cies at other levels of gov~rmnent, the Federal Gover'Il<--:' , . 

ment may reasonably undertake thorough study of the effect s .upon 

transportation pol icy and development and encourage revie v and 

revisiono 

REC0l-fi.1ENDAT IONS 
._...., • iiiCI , s,c a ,._... 

690 A cle ar di stinc t ion shoul d be d_-r,a,w at al] lev -ala of 

government between user charges designed to sec:ura cooperati on for 

specific servicea rendered, and taxation f or genex·al gover-nm.cntal 

purpose s ., Thus the 11ser charges eLsewere recauuuende d her·ein 

sh ould be distingui shed fr om taxes for gena.T"Sl revenue purpjce ~~ 

700 The remaining Fede ral exci s e ot1 co,tt111Hrci al r.a•~9enger 

transportation should be re pealedo (Legisla ti on by Sec-retary of 

Treasu_ry-) 

71.a I t baa not been po.ssi ble in ·the present atu.dy t o 

revie v in detail t he relat ive i mpact of the Rai J.r ,::>ad Retirement 

l 
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53 :, --· • . 
~ .. ~"' v,,.. l • 

and Social Security Systems upon the several forms 
'\ -+- ,,:, • 

of transport. :' 

Information supplied by HE:W suggests :that t~e disparity upon railroads 

as compared with other industry is not as great as is CQi[liilOnly 

supposed because of more liberal supplemental plans in other industry. 

Information is lacking, however, to permit proper comparison between 

the railroads and their direct c01 1rpeti tors in the transportation busi

ness subject to the Social Security System or to explain why the 

Government-administered system should place larger burdens in the rail-
• 

road case. Further extension of Railroad Retirement benefits should 

be deferred until comprehensive study can be made of the relative com

petitive impacts. (Secretary of Co11nuerce, Secretary of Health, 

F.ducation & Welfare) 

72. A principal alleged inequity of the tax system as it 

relates to railroads arises out of state and local taxation, in large 

part property taxation. No investigation of this matter proved 

possible in tl1e present study, nor l1as a comprehensive review been 

made since the Board of Investigation and Research under the Trans

portation Act of 1940. Such a comprehensive study is req 11ired. 

(Secretary of Comr11erce, Secretary of Treasury) 

73. In contrast with other forms of transportation equip-

ment, prescribed depreciation rates for rail-way equipment fail ade

cru.ately to reflect the obsolescence of motive powr and rol 1 ing 

stock. Such rates reqni ra review and adjustment in detail to 

insure para] lel princ -iples for tax purposes with other forms of 

t:ransport. (Interstate C-ommerce Cauooission) 

, 
I 
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. 

As tax relief may become an . ei-ement. in. 1:3-fate and 

' 
local plan s for the assumpt ion of' cou,mat er · or · local ~senger ; .. · · · · · ·· 

. 
service defici ta in 'Whole or part

1 
the . certified amo·ruits. of such , 

. . .. ... . . ,.. ' 

• 
- + + .. - "' .. 

relief should be deducted fr ·om net income ~u.bject t o Federal · · ··· · 
• • • 

• • • 

. . . . 

income tax of the several carriers ao affected in order to remove 

one major bar·rier to the object s aought by such reliefo 

(Legislation by Se('J.!'etary of Commerce) 
• \ . . 

Since railroad fre i ghtcar shortages are the ·on1y· 

. . 

eignifican t sh ortage s in tra.neporta .tion capa.ci ty e:zj:)erie no·ed since 
-

• 

the war a.nd si nce capi ta.l availa Jbili ty in . the :railroad' ind~try · ·: 

is l i kel y -to be limited in the near tem, a construction reserve 
. . 

should be provided appli cabl e to freight carr;yl.og movin g equi pment,·· 
• • 

of all forms of tranapo rtation whicl:19 however , will be of prin~ipaJ. 
• ., -.... ,l • 

innnediate si gni fic ance as a means toward improving the ·t :t"aight ca.:r 
• 

poai ti ono Legis lation of the general form of So '3778 a.nd· · 

H .. R., 12488, 85th Congrese , 2nd s esaionj) is rec 'antinendedo (Legi~ 
• 

la ti on by S3creta.ry of Commerce) 
, . 

' . • 
•• 

• • 
•• 
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Section ll. 

LABOR-MANAGEMENT REI,ATIONS 

RECOMMENDATIONS -
76. For the long-range, and after present railroad.-

labor negotiations have been settled, make a study of the wage rate 

structure and work rules problems of the railroads. The railroads 

and railroad unions should be encouraged to set up system-wide 

cormnittees of management and union experts whose q11alifications 

are complete and detailed knowledge of system problems, and a 

chairman who is a skilled neutral mediator. All system cm1rrni ttees 

should report to an overall national committee whose chairman 

should be chosen by the National Mediation Board. (National 

Mediation Board) 

77. The results of the most recent collective bargain

ing suggest the desirability of a similar approach to the question 

of readjustment in the Atlantic and Gulf longshore trades. 

(National Mediation Boa.rd) 

Marine • 

#52 in Section 7 on the Merchant See also Reoo1on1endation 



I , ,,, , , .. 
' . . 
>, '. 

, 

Sect i on 120 

SAF'E.rY REGULATION 

I~OTE~ It waa not posaible to devote sufficient time and effort 
' to the economic effects of safety regulation. 

. ' 

However, as a · 

-result of prelim:inary a.nal yeisj th e following rec01ronendat i ona 

appear to be a logical start, g • 

• 

RECOMMENDATIONS ·-------
78,, Each agency with safety re~atory functions 

shoul d begin codifying all its aa:fety regulation s and related 

materiala in a eingle publicat i on aovering _such aubjects . a.a 

peraonnel 9 equipment, operating rules, etc o (Bureau of Piibl ic 

Roa.d '9>' Mari time Adm:t.nietrati on, Federal Avi ation Agency-JI Coas·t 

Guard, etc .. ) 
• 

79. At the same t i me all such agenc i es shoul.d · lrlork 

togethe r in fo1,001 ooordinat .i on t9 try to produce uniform.i. ty of 

polioy if poss ible ~ They should pay particular attention t o 

ways 0£ relievjng tra.n$portat i on of over=deta 1led saf ety rsg1;J..a= 

t i an. (&.me age.noie~) 

• 

• 
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.. 

" 
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Section 13. 

TRANSPORT IN'I'F.GR.ATION 
.. 

80.. The . .r.egula:hory agencies should establish joint boards 

n:tb jur±sdi:ci3 ;·Qn over ·through routes and joint rates, including 

divisions the:reeff ~among tranaportation modes presently iroder separate 

... 
regulatm"Y ·agenc:ues _. 'These ·are the Interstate Co11noerce Conooj ssion 

' 
Maritime Conotd'SBd..<m;, and ·civil Aeronautics Board. (ICC and CAB 

under ,erl:'sting legi-sl:ati:on. Mari ti me Administrator to prepare legisla-

tion 1'.or 1-1a.r·rt ·ime Oomm±ssi·on and other two.) 

81. 'Thes.e .j 0int boards should be given power to make such 

,routes -a.na .ra:tieS ma.ndatory only in clear cases where efficiency of 

the transp .o.rt :.~ys·tem ,as a ·whole can be :.i 1nproved, and where carriers 

unreaa0nably r.efuse to parti ·cipate. (Legislation by Secret-a. 1
-Y of 

Gcnouier:o·e) 

. . -
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Section 14. 
' ~ 

CONTIN,.,.....,..01.NG RESEP..RCH AND ACTIO!~ 

.... - . ' 
, . 

RECOMMENDATIONS _ _,,. .. - ~ 

..... - ~- •• • ....... - -- ... ,,,,. '- )L..L,-..:.. - -

82. An effectively staffed research and re ·cauooendi ng 

office should be established in the Executive ·Branch -of · the : Federal . 

Government. This office should carx-y on the · research ·and aetion :: " , 

items of this Report, and with :further steps, additional problem~, 

and studies. (Director of Bureau of the Budget) 

83. Suf'ficient funds should be provided to per.fo1-m the 

actions reconnoended here. The Budget Bureau should, with the 

action agencies, request the proper amounts -. Some of · the f'urtber 

studies are fairly large and expensive, such as census .es of ~ , 

transportation, cost finding, Federal investment aouysis, etc. : 

(Director of Bureau of the Budget) • 

... .. ' . . . 
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