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“=* Memorandum
ff/,/"/{f}“! DATE: March 28, 1966

TO - Cecil Macke
/ In reply refer to:

FROM  : Byron Nupp

%/ LY ?/;ﬁ

SUBJECT: Status of "Revised Corps of Engineers Standards for Transportation Projects”

This is a short summary of the situation with respect to the Corps of
Engineers' current standards for transportation projects: wtia

1. The Corps of Engineers in 1960 revised its regulations concerning
the computation of benefit cost ratios. These regulations, among other
things, provided that cost comparisons be used in place of rate compari-

sons in comparing water and land transportation.

2. In November of 1964, the Chief of Engineers sent a circular letter

to the field offices dealing with the methods of estimating potential
water traffic to take into account the impact of unit train rates by rail-
roads. This letter had the effect of lowering the volume of potential
water traffic and thereby reducing the likelihood of a favorable cost

benefit ratio. K

3. This letter was protested by waterway interests. They inaugurated an
elaborate campaign to have the letter rescinded. A number of members of
Congress assisted in this campaign. As evidenced by the letter from the
Chief, dated May 14, 1965, which is appended, the Chief resisted this

pressure.

4. The culmination of this campaign was a letter to the President signed
by 16 senators and representatives. Apparently, this letter sought to
have the President directly counteract the effect of the Chief's letter.

2. A reply to this letter was recently signed by the Director of the

Bureau of the Budget on behalf of the President. The reply is said to

have been a polite but firm refusal to interfere with the Chief's policy.
The Bureau of the Budget and the Corps of Engineers collaborated in drafting
this reply.

6. The exchange of correspondence between the 16 members of Congress and
the Director of the Bureau of the Budget is not available. The Corps of
Engineers would not release the letter without first consulting the Bureau
of the Budget. Gordon Murray advised that the White House and the Bureau
regard this correspondence as '"'very sensitive'". He said that high level
.. representations would have to be made in order to get copies of the letters
s He suggested that this matter be brought up in the Task Force meeting. '

Attachments

BUY U.S. SAVINGS BONDS REGULARLY ON THE PAYROLL SAVINGS PLAN

=)

= J
e T
L}

-_”’1

e o UM I oo s E o F e ey

. L ]
{ &L
) -
= ila
e e B L e —



III

Letter of 20 November 196l

From Chief of Engineers to Divisions and Districts

(Calling for use of projected rail rates in
estimating waterway traffic)

Letter of 29 March 1965 (Hifh "memorandum" attached)
From six waterway organizations to Chief of Engineers
(Calling for rescinding of 20 November 1964 instructions)

Letter of 1, May 1965 -
From Chief of Engineers to W, J. Hull

(Reply to letter of 29 March 1965)

Excerpts from Engineering Manual 1120-2-101
(Instructions for the evaluation of waterway projects

issued in 1960 but not fully implemented because

acceptable values of economic costs for rajl
transportation not available)
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DEPARTMENT OF THE ARMY

OFFICE OF THE CHIEF OF ENGINEERS
WASHINGTON, D.C. 20315

IN REPLY REFER TO

ENGCW-PE | 20 November 196k

SUBJECT: Waterway Improvement Studies - Navigation Benefits

TO: Division Engineers, U. S. Army Engineer Divisions, except
Mediterranean
District Engineers, U. S. Army Engineer Districts, except
Gulf, Far East, and Okinawa
Resident Member, Board of Engineers for Rivers and Harbors

1. This letter revises and rescinds letter, ENGCW-PE, 28 October
1964, above subject. These instructions will be incorporated in an early
revision of EM 1120-2-101.

2. The Chief of Engineers has decided that, pending the avallability
of acceptable data for consistent application of the cost basis in the
evaluation of waterway transportation benefits, the procedures set forth
herein will be applied immediately at all levels in evaluating the naviga-
tion benefits from the movement of traffic that would move by alternative
means in the absence of the waterway improvement.

3. The traffic that would move over a considered waterway improve-
ment will depend on the competitive rates by barge and by alternative
means that would likely be in effect with the waterway improvement.
Therefore, estimates of waterway traffic will be prepared on the basis
of projected "water-compelled" rates with consideration of all data and
factors that are likely to modify current rates to take account of the
competitive situation anticipated with the waterway in being, and fore-

seeable technological developments applicable to the several transport
media.

L. The benefits for the traffic (estimated as in 3 gbove) that would
move over an improved waterway will be computed as the difference in the
projected competitive rates or charges for the movement by the alternative
means that would be used in the absence of the waterway and the projected
rates and charges utilizing the waterway. In developing the projected
rates or charges, consideration will be given to all pertinent data and
factors including the competitive situation in the absence of the watervay,
current rates, and foreseeable technological developments applicable to
the several transport media. The benefits determined in this manner will
be used in project justification and in the benefit-cost ratio.
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5. In addition, reports will include an estimate of benefits ob-
tained by applying unit savings based on the rates preveiling at the time

of the study to the waterway traffic also estimated on the basis of rates
prevalling at the time of the study.

;
|
-
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|
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6. Application of the procedure herein is subject to the general
principle that the precision and refinement of estimates should not "
exceed the degree required in reaching a sound judgement as to project
Justification. Thus, if a considered navigation improvement is clearly |
not Justified on the basis of current rates and a preliminary analysis
of readlly available data indicates that the gap between barge rates
end the rates of competing carriers would likely decrease if the water-

way were improved, this phase of the study should be terminated without
further expenditure of time and funds in refining the rate data.

FOR THE CHIEF OF ENGINEERS:

S

L 3

-~ d

JACKQONGRAH/ . R

Major General, USA -

Director of Civil Works ¢
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March 29, 1965

Lt. Gen. Walter K. Wilson, Jr.
Chief of Engineers

Department of the Army
Washington, D. C. 20315

. ' Dear General Wilson:

of 20 Navember‘1964.

We are convinced that the standards expressed constitute unsuitable measures
of the public benefits normally to be expected from waterway improvement and
that the application of these standards would distort the structure of transpor-
| tation by water and other modes and would thus obstruct optimum industrial and

community development.

some detail and seek to explain what we believe to be their defects,

of conservatism for which benefit estimates of the Corps of
‘noted. Rather, our concern is with the danger of faulty con

The salient points of the accompanying memorandum are as follows :

1. Paragraph 4 of the letter of 20
call for the use of prospective water-
alternative to water in the determination of the unit b
waterway improvement, a practice which would be
and which would seriously understate the actual

2. The projection of waterborne traffic,
on the basis of prospective water-
o water, would involve a
Providing measures too vag
the justification process,

series of conjectures of

. T
- - - b

1T

We, as officials of water resource development  associations, representing
; community and regional interests broadly distributed throughout the country,

' wish to express our deep concern as to the import of the letter announcing new
waterway improvement justification standards issued by your office under date

We submit herewith a memorandum in which we analyze the new standards in

This memo-
randum does not, of course, imply any criticism of the long-established Principle

Engineers are justly

November 1964, may be construed to
depressed charges of modes

depressed rates of modes alternative

o
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Lt. Gen. Walter K. Wilson, Jr. Page 2.

These points are developed in more
Based upon these considerations,
Spelled out in the letter of 20

The use of prospective water-depressed rates of alternativE'm?des in
making waterborne traffic projections would.be valid in prinClEIE only
if, in addition to the waterborne traffic, the freight continuing Fn
move by the alternative mode under the depressed rates were to be in-
cluded in the total traffic benefiting frum.waterway imprnvgmepi.

We concur in the position taken by the subject letter that changes in
technology by all competing modes should be anticipated to the'ext?nt
practical. It is evident, of course, that the extended economic life
of waterway projects makes balanced and reasonable prediction of such
developmtnes extremely difficult. We recognize also that in many in-
stances such technological ilmprovements may occur whether or not the
waterway 1s improved. We think it equally clear, however, that such
technological improvements in modes alternative to water, as are
directly consequent upon the waterway improvement, should be considered

among the project benefits. -

-

Prospective technological improvements in waterway transportation,
which will foreseeably be associated with use of a waterway improvement,

should clearly be taken into account in determination of the benefits
of the improvement.

Water-depressed rates of alternative modes which fall below out-of-
pocket costs induce an excessive allocation of the nation's resources
to moving traffic under the depressed rates. To use this circumstance
as a basis for delimiting the estimated benefits of a waterway -

improvement would compound the damage by inducing a deficient allocation
of resources to waterborne transportation.

-

Promised a benefit
and a less favorable ratio if it
y alternative modes.

The standards of Paragraph 3 and, b , of Paragraph
4 would subject the public interest objectives of the justification
process to the control of Private agencies, in that the private trans-
portation firms of alternative modes, by their control uf*water-competi-
tive rates, could largely determine the feasibility findings with
respect to a proposed lmprovement,

detail in the accompanying memorandum.
We Tespectfully request that the standards

rescinded and that, pPending
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Cincinnati, Ohio 45202

Lt. Gen. Walter K. Wilson, Jr. | Page 3.

further study of this question, those standards and procedures in force prior
to the issue of the letter be reinstated and continued. In view of the com-
plexity and seriousness of these issues in relation to the overall development
of the nation's water resources, we would welcome an opportunity to present
this matter in more detail at a conference with you or members of your staff
to be held at such time and place as you may designate.

Communication with respect to this matter should be addressed to
William J. Hull, 1000 Connecticut Avenue #615, Washington, D. C. 20006.

Respectfully,

_5// i 3 /w- //{7?1;,(‘_

it DS/

Col. Francis J;§Wilson, USA (Ret) Herbert G. West
Executive Vice”President Executive Vice President
Arkansas Basin Development Association Inland Empire Waterways Association
817 World Building | - P. 0. Box 1098
Tulsa, Oklahoma | Walla Walla, Washington 99362
S il Vb
1L A7 ‘TAL*TFJ( *i—!ﬂ:f[rsz’7

Kennetth Lloyd {57 Everett F. Winter

- Executive Vice President

Executive Secretary
Interconnecting Waterway, Inc. Mississippi Valley Association

800 Union National Bank Bulldlng 121 South Meramec #601
Youngstown 3, Ohio St. Louis, Missouri 63105

-
f’;? f/ W g { T N 3

Brig. Gen. John L. Person, USA (Ret)

Glaver‘Wilklns Admlnfétrator
Tennessee-Tombigbee Waterway

President
Ohio Valley Improvement Association Development Authority
4017 Carew Tower P. 0. Box 1074

Columbus, Mississippi

Xc: Maj. Gen. Jackson Graham

Maj. Gen. William F. Cassidy
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MEMORANDUM

SUBJECT: Waterway Improvement Studies -- - March 23, 1965 -
Navigation Benefits, Letter of 20 |
November 1964, of the Office of | | , 4
the Chief of Engineers. | | T

The subject letter of the Office of the Chief of Engineers, dated 20 Nov-
ember 1964, specifies new standards for estimation of benefits in navigation
improvement justification studies. The letter is concerned particularly ﬁith
estimates of traffic volume to which benefits would apply and with estimated
benefits pef unit of traffic. The two paragraphs of the letter which in- '; | If;:féig

corporate the points most at issue read as follows:

"3, The traffic that would move over a considered waterway improvement T

will depend on the competitive rates by barge and by alternative . ¥
_means that would likely be in effect.with the waterway improvement. s

Therefore, estimates of waterway traffic will be prepared on the
basis of projected 'water-compelled' rates with consideration of
all data and factors that are likely to modify current rates to take
account of the competitive situation anticipated with the waterway
in being, and foreseeable technological developments applicable to
the several transport media. '

W )

4. The benefits for the traffic (estimated as in 3 above) that would
" move over an improved waterway will be computed as the difference

in the projected competitive rates or charges for the movement
by the alternative means that would be used in the absence of the
waterway and the projected rates and charges utilizing the waterway.
In developing the projected rates or charges, consideration will
be given to all pertinent data and factors including the competitive
situation in the absence of the waterway, current rates, and fore-
seeable technological developments applicable to the several trans-
port media. The benefits determined in this manner will be used
in project justification and in the benefit-cost ratio."

A copy of the subject letter is attached. This memorandum is a critical

analysis of the standards specified.
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The public benefits attributable to a navigation improvement may conceivably

W
L]

include elements other than, and in addition to, savings in transportation cost.
However, inasmuch as the letter in question confined itself to transportation
savings, this memorandum will concern itself only with these.
. 1.
The essence of the transportation benefit of a navigation improvement is

the excess of transportation costs as they would be without the improvement

over what they would be with the improvement. The correct measure of trans-

portation costs without the improvement is found in the prospective rates of ROt

alternative modes as they will be if the improvement is not constructed. ”1;T?~;f

Paragraph 4 of the subject letter may be construed to call for a determin-

[ '-l-‘ ’;ll -
|.."

ation of unit benefits which would violate this principle. It seems to direct
the use, as a measure of costs without the improvement, of water-depressed “_ﬂ:?;

rates consequent upon the improvement. In comparing such rates with those of

waterborne carriage via the improvement, the analyst would be comparing two

rate levels, both of which are results of the imprnﬁémﬂnt. Such a comparison

would be totally without meaning as a measure of the transportation cost | |
reduction which the improvement would yield. No valid measure of cost without
the improvement would have been introduced into the calculation. As a practical i

matter, the analyst would predictably, and sometimes seriously, understate the

unit benefit.

2

L

The limitation of waterborne traffic projections to allow for rate reduc-

tions of alternative modes, usually by rail, as called for by Paragraph 3 of 7
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the subject letter, involves a series of conjectures which would yieldlhighly
unreliable results and tend-to discredit the entire justification process. To
prepare a projection of traffic tonnages, a District of Division Enginee#.will
have to develop the follawing.data:
a. As in the past, he will have to prepare a forecast of traffic tonnages
via the projected improvement on thé basis of existing rail rates.
b. He will then have to forecast, with respect to each commodity movement,

by how much the railroads may be expected to reduce rates in respnnse'

to the traffic volumes he has forecast. :.f?5;?¥lzﬂ'

c. He will then have to forecast which of his forecasted rall rate re-
ductions will be disallowed by the ICC. This will require some
expertise in regulatory law and precedent.

d. He will then have the mcstiQifficult forecast of all. At this p;iﬁé
he will have to forecast by what tonnages, witg respect to each com-
modity movement, the various shippers will redirect their shipments
from water to rail in response to the hypothetical rail rate reductions;
Only by this process can he develop a waterborne tonnage forecast
adjusted for future water-depressed rates of alternative modes. It-

involves modifying conjectures with conjectures and promises to yield

highly unreliable results.

Lest it be supposed that past performance of railroads in establishing

rates to meet water competition would prove a useful yardstick, we append a

table showing the wide variation in ton-mile revenues produced by various water-

competitive rates. In this sampling, which we believe to be representative, no

pgttern or regularity of practice can be discerned as a basis for predicting
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future rate cuts from past performance. Moreover, the structure of these rateé t ;  ;5
changes over time. A forecast of water competitive rates for fifty yearglmust 'tti i?
stem from a relatively long empirical base if the forecast is to have stétistical
validity. Undue eﬁphasis on the short-run structure of water compelled overland
rates renders the rate projections unduly sensitive to temporary ecﬁnﬂmic fluctu-

ation and the vagaries of management pricing-and costing policies. Yet an

| attempt to collect and weigh rate and cost data over a base period of statisti-
cally aGFEptable duration adds still another serious complication to the analysis.
Since there is no pattern to existing ﬁﬁter-campelled railroad rates, and 1. ” :r;;f
even less regularity over time, such predictions of rates would be subject to | '.;iii
wide margins of uncertainty.and would afford no reliable' basis for determiﬁing

project benefits, _ - | L

" -~ Y
o ) &

¢ . Py o
. » o r.. - Ly

- . B o Fy
L 5 ] - - B ";' -ﬂ'ﬂ.l
. - ¥ 1 i -r""‘.' -.A"' |
- [ ; - "= = = .

T —— . _.i'. FI'LE

| Apart from the dubious and conjectural character of the estimates required,
the limitation of Paragraph 3 could be accepted as sound in principle only if

the traffic moving by rail under the water-depressed rates were to be included,

along with the waterborne traffic, as a segment of the benefited traffic. Water-
competitive railroad rate reductions, when attributable to a waterway imprﬁvemgnt

are, in several circumstances, a clear public benefit of the improvement, and

e

this benefit is applicable to the traffic mnving by rail.
These relevant circumstances include the following:
a. The railroad rate reduction may induce an expansion in the volume of
E railroad traffic over and above the ﬁraffic so moved before the water-

way improvement. This is a very usual situation. Even if railroad
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profits are impaired by this development, the benefit to shippers F 3

demonstrably exceeds the profit impairment, leaving a clear net public ft‘;:?

benefit. The following hypothetical figures illustrate this principle; B ;

PUBLIC BENEFITS OF A WATER-INDUCED RATLROAD RATE REDUCTION L s g

(Assumption: The rate reduction induces an increase in rail-borne 3 ;;

| freight.) ' PRIyt )

' : ' ' T
k Before After Change .
Rail Rate (Mills/Ton-Mile) 25 20 - :. ; ;i?;i

Ton-Miles of Freight Moved 10,000,000 12,000,000 +2,000,000 o

Gross Rail Operating Revenue $ 250,000 $§ 240,000 =-$ 10,000 o o

| Costs: | | s s hﬂfh?g

| , | Fixed $ 90,000 §$ 90,000 - b
| | Out-of-Pocket 100,000 120,000 +$ 20,000 A
Total Costs $ 190,000 § 210,000 +$ 20,000 ey il

Net Operating Income -ih__ﬁOIOOG $ 30!000 -2 36;000 e T

Savings to Shippers: | ; m;:{;fngff

A, On 10,000,000 ton-miles which had been e

moving under the old rate at 25 mills,
: o and which now move at 20 mills:

_IU,DD0,000‘tﬂnrmiles at § .005: $ 50,000

| B. On 2,000,000 ton-miles increment to
' traffic:

To be estimated
from on-site

production savings.

In the above illustration it is clear that savings to the shipping

public exceed $50,000, whereas the impairment of railway net income

| is only $30,000.

N . While, in the above illustration, a public benefit is produced in spite
of a reduction in railroad profits, in still additional instances a

water-compelled rate reduction, by inducing an expansion in railborne
i . .




L
g [} .
. ) b 1 L ramgs ST
- L v ) i . - ! =
B L R S :—-.J-EM_‘_

r ]
. ¥ - . —_ ) . L
-.1_-,.!. "‘.I' e -ﬁ-l'-illl-‘li.l"‘l-lﬂ --'I-ﬂh"lii--p.'-ii.q T e -.I.---!.-I--i-l-ﬁnl-l-‘l-il.r.lq. o et S I R S - L

' _ ol

traffic, will actually increase railroad profits. This bestows a .r‘j"}f‘ifé

benefit, not only on shippers, but on the railroad ownership as welli

When attributable to a waterway improvement, this should, in principle,

clearly be included as one of the benefits. - "nff;ﬁﬁrj'

n i i ad
c. The railroad rate reduction may also reflect an improvement in railro

;s | | |
technology. This increases the overall efficiency of the nation's N

i
|
d
|

transportation system and, if clearly induced by the waterway improve-

Bnth-railroéds and

ment, should be credited as a project benefit.

shippers benefit.

....
L T T ——

i: . .The delimitation of waterborne traffic projections, as provided by Para:

graph 3, would thus be valid when, and only when, the traffic carried by the

alternative modes under water-induced rate cuts 1is included in the compass

of the benefit estimates. : ' . L B

r

| Indeed, the introduction of speculation as to the adverse effects of water-
| ’

compeiled rates on waterway traffic volumes, while cuntinuing‘tn exclude pro-

jections of new traffic generated by reduced transport costs both by water anq

nverianﬁ nodes resulting from the improvement, would gravely and unfairly

oo il = W e

prejudice the whole henefit-cost analysis against waterway improvements.

3 It is evident that the introduction of water-compelled rates by altexrnative

modes requires a further exercise in highly dubious conjecture, involving the

prediction of the extent of rate reductions by the alternative modes and th?

: impact of such reductions on the traffic and earnings of such modes as well as

on the waterborne traffic. Tested procedures utilizing Fnﬂwn traffic volumes

moving at rates in effect at the time of the study, which experience over the
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years has proven to be trustworthy -- if not overly conservative -- avoid such

speculative exercises and provide a far more practical and reliable technique

of evaluation.

4.

In those instances in which water-competitive railroad rates are below the

level of railroad costs, particularly of out-of-pocket costs, such rates cause

an excessive allocation of labor and resources to rail transportation. That is,

the value of the service to society, as measured by the rail rate, is less than

the cost of the labor and resources providing it. If below-cost rail rates are

accepted as a datum for limitation of traffic moving competitively by water;

leading at times to the rejection of waterway improvements, the result would be

an under-allocation of labor and resources to watﬁr transportation. Service
which might have been provided by water carriage at a value to society greater
than the cost of the labor and resources used in producing it would be denied

to society on the basis of a grave distortion of economic values.
The uneconomic character of below-cost railroad rates was brought out in a
paper delivered by Professor Robert A. Nelson of the University of Washington

at the Annual Meeting of the American Economic Association in Chicago on Dec-

ember 29, 1964. Professor Nelson writes as follows:

"It appears that a good deal of the business done by the
New England roads produces revenues falling far short of
costs, even costs calculated for as short a period as a
year. Crude calculations reveal that some traffic on the
Boston and Main railroad may be carried for as low as
eight cents a car mile. On this traffic the railroad is
without much doubt losing money in substantial quantities
per unit, and the more business done the greater the loss,
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"The New England roads have an acute case of the malaise ]
which afflicts a good deal of the railroad mileage of the '“‘—fiﬁgijﬁﬁi
United States....It may be speculated that in the U.S. no SRR
Class I railroad is free of substantial amounts of un- s ,:;i}ﬂf:f{;;
profitable traffic. Indeed, it is entirely possible that | - ﬁ.ﬁj¢3j§§ﬁ§
 profitable roads have more unprofitable business than do " g ~f1?”?ﬁii§
the unprofitable roads, but can manage because they have o et
a better balance. - | - _;-Lf3iﬁigii?i
"It 1s probable that the railroads carry much traffic for | -”i-;fﬂ;;!ﬁ
revenues below out-of-pocket cost, and are permitted to | R i T
recoup on other traffic. The effect of the railroads IR e o DT
’ | carrying much traffic for revenues below out-of-pocket ' ~*“¥‘;E;?@fl;
cost and recouping on other traffic is to make it im- i e
possible for the railroads to engage in the marginalizing RIS b
process by which private firms presumably allocate their s Jiéﬁﬁgéﬁ
;o | - resources." ) L AT g el
The "warginalizing process' to which Professor Nelson refers is simply the | ;f{f
: procedure of comparing the additional revenue which the railroad might obtain i 1ii;
. g RERRA
from a stated addition to its traffic with the added cost which the carriage of -~ |
} this traffic would incur. If the added revenue is less than the added cost, g
obviously acceptance of the business leaves the railroad and through it the
. country poorer because the freight service adds less to the national total of.
economic values than it uses up. :
Professor Nelson's statement has been'incnrpﬁrated here to show that this
misallocation of resources in the railroad rate structure is sufficiently'
prevalent that the compounding of its wastes in waterway improvement justifi-
cation by the Corps of Engineers would induce a significant under-development )
of water transport resources to the detriment of the national economy
i Thus, the standard of Paragraph 3 would accept an uneconomic use of labor
and resources in rail transportation as a reason for neglecting their economic
use in water carriage,
ﬁ‘ _ | . oy
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‘ Wt oe L : " ,I ,'-.gf._
T - ' ""---———..:___ l.h




*‘t-"" d ¥ . " - 'II 1: F N "
S o . .:'_'. '_ ¥ i 3 L] i §n
AR T DR [ JPTCh. o B L ° N % § R R o gre e i o . :
» R b L e I-dmmm“ﬂMum-.-;hﬂl.h»wi_a;;-.,mwm ATe
p .
I::b-- m - i
F , A
] , _ > . . - ]

5. - R AR ]
The delimitation of the affected traffic projections as provided by Para- 'itih

graph 3 would havg the incongruous effect of yielding a benefit-cost ratio more
favorable to an improvement if it promised only one category of transportation ' g

benefit, and a less favorable ratio if it promised two categories. If a project
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under study were unaccompanied by any outlook for water-induced rate reductions

by competitive modes, its benefits would be confined to the waterborne traffic, '_- aﬂ:?
but, these being higher, the project would be more favorably evaluated. But, | ffﬁiﬁ
' '; ‘L'-l!g:j1
1f the improvement offered benefits both via the waterborne traffic and via . lﬁﬁ%iﬁf%i
- . SR "’}i_:;.- 1!':
i that moving at reduced rates by alternative modes, then, under the dictum of . . ..
: - . | xRS
- - e E bl
. Paragraph 3, it would be less favorably evaluated. A formula which would yield v C T g
: f . " o I Sy %Eﬁi?:;é:ll ' i
t * ‘ ; pe ey -1,;7-"?".","?"'5_.; 4 };.}*;ﬂ
an outcome so perverse is presumptively defective. x ff“f~c5$tgﬂ3%ﬁﬁi
: : AP Pl L oy - e T
E | - a iy :-[.&h‘"“ji:?}r?ﬂ*}ﬂ i~
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i_ The allowance for foreseeable improvements in water transport technology T
i vid 1 '
i provided for in the subject letter appears entirely sound. We think it worthy
r
. of emphasis, however, that improved waterway technologies should be included as
|
; benefits of a waterway project when they will foreseeably occur in association
with or in consequence of that improvement. . '
We recognize also that improved technologies in alternative modes should
be taken into account. Where such technological improvements are clearly in-
duced by a waterway project, then, it is essential that these improvements be
g -
; | included as project benefits.
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Only public interest considerations should play a part in authoritative sl ]
| | o CERNERG T
waterway improvement evaluation. Yet, the standards expressed wuuld_cnngtituteIhj;jfgi« :
: ¥ r. :Ir{{t*ﬁq:'i ‘
an open invitation to railroads, in pursuance of their private interests, when- a1 ;
g byl % {
- ?l":' ;:I-#:,'I;_-*" .
ever a navigation improvement project came under consideration, to establish a g
~ clear expectation that its construction would lead to competitive railroad rate R
i "~ reductions, thereby impairing the outlook for approval. Such rail action might 'Z'ﬂth
P . I
consist, for example, of public announcement of a determination so to reduce ,“?{Qgﬁi
S o b £
rates. With the improvement project thereby defeated, the railroads would never ,;;LJQQ
S _ el sk R R
o 3 | R L
; : actually have to institute the rates announced. They would be liberated from é P
" ' DL ISR 18 4 7 -1y
. : a0 e i,.’:‘*-—‘-t:e,f.‘:‘
P : N : . R O 5 ,‘.'1,{.,:&
" : any necessity for limiting threatened reductions to those which they would aEihiEa
Ak - actually put into effect, and the waterborne traffic projection would be subject ””‘ﬁL?i
- | + STt Y
to the whim of irresponsible rate-cutting threats for which the competitive R -}
| Ll R R
mode would never be held accountable, | ' "ii}f}ﬁ"“f%fflﬁ .
Thus, the private interest considerations of the railroads would assume a
{ . , v
| significant degree of control over waterway improvement justification, and a *
control of a particularly irresponsible character. ¥ “i
Conclusion. The standards expressed in the letter of 20 November 1964, for
waterway improvement justification are invalid_in principle. They would involve
the justification process in an elaboration of unsupportable conjecturés and
. would subordinate the public interest objectives of justification to the influ-
ence of private interests hostile toward water resource development. These
standards should be rescinded, pending further study, and those standards and
; procedures in force prior to the issuance of the subject letter should be re- h
TIN instated and continued,
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. . .. Bt. Louls, Mo.

. [
B |

-COnnell, Wash,

.
s
-

i St. Louis, Mo.

. :

' 7 .Tempa, Fla..
;;;-'- ©  Houston, Tex.,
.3;5"- . West Kentucky

ant Tennessee
ai b Pittsburgh, Pa.
Pittsburgh, Pa.

Chicago, Ill.

Calhoun, Tenn.
Oregon Citf, Ore.
New Orleans, La.

San Francisco
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Destination

New Orleans, La.
Portland, Ore.
Gainsville, Ga.

Norfolk, Va.

Minneapolis, Minn.

Tampa, Fla.
Tampa, Fla.

St. Louis, Mo.
Baton Rouge, ia.

Corpus Christi, Tex.

Houston, Tex.
Los Angeles, Calif,

Cincinnati, O.

Chicago, Ill.

Commodity
Wheat for Export

Grain for Export
Corn

Phosphate Rock
Oyster Shells

Coal

" Coal

Structural Steel
Steel Plates

Iron & Steel
Plates & Sheets

News Print
News Print
Sugar

Sugar

ENTATIVE WATER COMPELLED RAIL FREIGHT RATES

~Distance

685
325

654

802

1198

770

604
1133
1281

854
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834

2263
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Mre Williem J. Hull
1000 Connecticut Avenmua
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Deaxr Mr. Hull:

This is in reply to the joint letter of 29 March 1965 concerning the
justification standards of the Corps of Engineers in waterwoy improvement
studies addressed to me by Brig. Gen. John L. Person, Col. Francis J.
Wilson, end Megors. Kenneth M. Lloyd, Herbert G. West, Everett F. Winter,
and Glover Wilkins. As requested my reply 1o addressed to you.

The procedures of the Corps of Engineers in the evaluation of navi=- -
gation improvements have as theilr bases the National transportation policles .
and objectives set forth in the Transportation Act of 1958, end the stand=-
ards and criteria for the eveluation of water resource develomments approved
by the President in May 1962 and published in Senate Document No. 97, 87th
Congress, 2d Sesslon. From these official pronouncements I believe 1t clegr
that the Justification of Federal waterwsy improvements should be baosed upon
Their abllity to provide needed transportation service more efficiently than
would be possible by alternative modes. The depression of rates canmnot be
consldered a purpose of such developments.

_The 20 November 196l letter, issued under my directlion, does not chenge = 3

the baslc standards for the evaluation of waterwsy improvements. These hava = - | |

~ always required estimates of traffic that would move over irmproved water-

wvays. In meking such estimates the goal we must contimie to gtrlve for

should be to predict as closely as possible the traffic that will ectually +4e.

be caxrled by the waterwsy when it is built. Lacking deperdsble cogt data
1% ds my view that the evaluation should be based upon the best possible ’

estimate of the rates most likely to be charged by all campeting modes of

.y~ . trenspartation during the 1life of the project.

B o PV T T g —

It is well estebliched that competition in the transportation industry | -

has been increcsing partlceulerly since the ennctment of the Tr

. e X €D e ilrensportati
Act of _""-';B._ Regulatory decioions end Adminigtrotica Irocacuncen=2nts hm':n 5
favored this trend. The large=gcale edaptaticn of tocchnolozical irmrovements |
by segmants of the induotry has made possiblo plgnificont reducticns in o

. ) ; . . N 4
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operating costs and hes enhanced their competitive situation. There is fim
evidence of further geins along these lines. Our waterwsy evaluation tech-
niques must continue to be adjusted periodically to teke into account these
changes in the transportation industry in order to provide realistic esti~

mates of the traffic that would actuclly move over improved waterweys in the
future. Accordingly, the 20 November 196L letter reaffirmsc the besle prin-

ciples of evaluation end requires that, to the best of our gbility, we teke
these changirg conditions into eccount in estimating waterway traffic and
benefits. I believe that a review of history will indicate that by con-
tinuous edjustments in our evaluation procedures, in recognition of changing
econcmic end social conditions, our recommendetions to the Congress and their
decisions have resulted in waterways which, almost without exception, have
proven their worth. If we permit our procedures to become outmoded, the
wvhole future of inlend waterwey development will be in Jeopardy.

-

The joint letter sumarizes eight salient polnts fram the accompanying:
memorandum. The followlng camments bear on these polnts.

Point 1. Parsgraph 4 of the 20 November 1964 letter does provide that
in computing unit savings, use will be made of charges that would be in -

effect in the absence of the waterway.

Point 2. I agree with your view that there are major difficulties in
projecting future rates. But this problem is not unique with respect to
rates. Also required in estimating waterway traffic ere long-term projections
of the growth of the economy, the accompanying growth in transportation needs
in areas under study, and the future allocation of traeffic emong different
transportation systems. Our current studies of navigation projects ere not
limited to tremsportation savings. Other benefits such as recreation, water
supply, low flow regulation and pollution abatement are also consldered.
Econamic projections for such variebles as population, employmen%, production,
and income are essential elements in the formulation of plans to meet future
needs for all aspects of water resources development. We cannot avold pro-

. tJections if we are to use the best tools that ere availeble in plenning to
meet demands during the econamic lives of projects and if we are to provide
the Congress with the most perceptive analysis for its consideration in the
legislative process. |

Point 3. As I have prevliously indicated, the standerds approved by the
President and the National Trensportation policy edopted by the Congress do

not include, es a purpose of Federal waterway improvement, the depression of

rates of campeting carriers.
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Point 4. As you recognize, changes in technology by all ccmpeting modes

ghould be enticipated to the extent practicol. The need to teke account of

such changes in our eveluations is covered in our ¢czment on Point 2.

I can

not concur in the view, however, that we should credit as e project benefit

the

ed.

technologicel improvements in modes alternative to water that are direct-

ly conseqQuent upon the waterwey improvement even if they cculd be distinguish-

It would be equaelly invalid to credit the benefits from technological

improvements in waterwey transportation to the railroeds, trucks, and plpe-

lines upon whose campetition such weterwey improvements are directly conse-

quent.

The benefits resulting from odoption of technologicol improvements,

regardless of the motivation, are attributeble to the transportation medium
in which the improvement tokes plece and are not crediteble as a benefit to

another mode of transportation.

One of the great benefito of our free enter-

price system io that technological improvements are being made continously

in response to the Interpley of many forces. -

I em confident this will cone

tinue to be true.

Point 5. We do give full conslderation to prospective technological

improvements in waterway transportation es well as the several modes that
are alternative one to the other.

Point 6. Your point is valid. There is no intention to use rates that

sl are below long-run out-of-pocket costs, since such rates would not be vieble
cver the long=-run.

Point 7. This has been enswered under Point 3.

Point 8. I agree that this can happen but our improved method of
evaluation reduces this effect by placing less dependence on publiched rates.
All traffic estimates are govermment forecasts of private action taken by
shippers, consumers, and operators of transportation facilities. This is
not a matter under the control of the campeting carriers but for the considepr-
ed judgment of all echelons of the govermment in the authorization process.

o ol I greatly regret that the letter of 20 November 1964 has been interpreted

as establishing "nev standards" for the evaluation of Federal wetervay pro-
Jects. It was intended to help our Division and District Offices apply long
established standards in the solution of problems that now appear in new and

mote difficult aspects, simply beceuse revolutionary es are tok
in certain sections of the tremspartation field. 'i.‘hexc":m:l:.% certe.i_nddngj mthplmj n;

"new" in the besic principles upon which our evaluciions ere based. Vhat
;hmageidi il; not those principles, but the enviromment in waich they st nngaa
e app e e ’ : , . . i
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Finally, to place this matter i
out that the use of projected rates

i{s not the only modification that has bee
also use projected barge rates end costs in which we teke into account

foreseeacble technological improvement

‘beyond this, we now base our cotimates of future

econcmic development in the reglon
the most valid estimete of probable future commerce.
regulation of the rivers necessary
treated = and quite properly 80 = 88
including water quallty control,
the stream for power generatlon,
fish and wildlife potent
account in Jud

nethod of eveluating proposed

in accord with established principles
navigation improvements &s integrated; fully

) " National Transpor
public investments in the multipurpose developmen®

resource, water.

I shall, of course,
convenient tims, if you desire.

M ';.

ring the efforts we ere meking in

I L
.ij:
&

14 Mey 1965

T must point
transportation
He

n proper perspecfive,
for competing modes of
n mede in our procedurese

5 in woterway transportation. But
troffic upon projocted
dure we feel provides

In eddition, the

+o make pnavigation feasible is being
serving a multiplicity of purposes,
weter supply, increcsing the capacity of

and the enhancementy of recreational and
ake all these factors into

continuinz to improve our
wetervay projects. I belleve our efforts ars
end policies and will assure sound

justified elements of the
cense will assure sound

of our great natural

gerved. This proce

jals. I urge that you T

totion System end in the broader

L]

Sincerely yours,

be pleased to errenge a conference at & mitually -
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T - e “H‘wmm‘-—*ﬂﬂ
. T i e —

B . . . il &

o —



e e B v e B A
o i = ey L . S . ol ] .
[ T s S o )
+ T T A B o 3
el T A e RS - v
P i . iy, ™ et e

EM 1120-2-101 |

Change 16
12 Oct 64

1-04. SCOPE OF EM 1120-2-101

This manual incorporates the basic instructions Ior the planning,
conduct and processing of survey reports through authorization of projects

Several sections discuss the general and specific concepts
organization and coordinatlon of most concern
the investigations and reports.
the report and the

* by Congress.
of investigation planning,
to the engineers conducting and reviewing

Others give the clerical and administrative handling of
o the time of submission of the report to

papers and records concerned up t

Congress, printing of the repart as a Senate or House document, and pre-

paration for testifying before the Public Works Committees of Congress On

authorization of recommended projects. It is intended that, insofar as

practicable, the standards and bases for action 1in investigations will be
* applied consistently at District, Division, River and Harbor Board, and
* Office, Chief of Engineers levels.

1-05. FEDERAL, STATE AND LOCAL AGENCIES CONCERNED WITH INVESTIGATIONS
It is the responsibility of the Corps of Engineers, when making in-
vestigations of water resources at Congressional request, tO study as
completely as necessary for sound conclusions all aspects of local and
general needs, and the fullest practicable use of water resources and
project sites. In this respect, the Corps of Engineers is an engineer-

ing consultant to Congress and the people, and must assure that the
fullest practicable degree of participation by the people and their
governmental officials in the development of water resources takes place.
Within the law, maximum cooperation and coordination with other Federal,
State and local agencies 1s essential from the beginning of investigation.

A report should, therefore, show that a proposed project will meet the
needs of the people concerned, has their support, and produces the optimum

use of the natural resources required for its realization. Proper coor=-
local, State and regional representatives

dination involves cooperation with
h representatives of State and local

of other Federal agencies, and wit
During the study, assistance 1s available from the Board of

vers and Harbors, the Coastal Engineefing Research Center,

* the Waterways Experiment Stationm, and the Office, Chief of Engineers.
Later the report of the Chief of Engineers is referred to the Governors

of the affected States, other Federal Departments (Agriculture, Commerce,
ederal Power

Health, Education and Welfare, Interior and Labor), and the F
Commission, as required by law or by interagency agreement. Finally, the

Bureau of the Budget

* agencies.
* Engineers for Ri
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SURVEY INVESTIGATIONS AND REPORTS
GENERAL PROCEDURES

SECTION I - RODUCTION ' .
7

1-0l. PURPOSE OF SURVEY INVESTIGATIONS AND REPORTS
and repcrts are the origin and foundstion of the
They are made DY

gram of the Corps of Engineers.
ional authorization to

uant to specific Congress
omic feasibility of adopting Federal proJj-
s for navigation, flood control, beach

developments. Such studies
the degree of economicC
ies by

Survey investigations
authorized civil works pro
the Corps of Englineers purs
determine the engineering and econ

ects or modifying existing project

erosion control, and related water resource
gcale and scope Of developments,

determine the proper
and the equitable sharing of costs and responsibilit

justification,
Federal and non-Federal interests. o
1-02. PURPOSE CF EM 1120-2-100 SERTES | gf"'

basic information and guidance on the

cedures of engineering and economic

both in pre-authnrizatmn gurveys

t justification. The task of

origin, conduct,
* investigations for civil works proJjects,

# and in post-author
investigation requires care

. and non-Federal interests concerned, bat
\ o conditions, gathering and analysis of econamic data, deriving and comparing

the relative merits ol all practica'b]:e solutions for related and conflicting
demands for water uses and site development, assuring optimm use of resources

and sites and securing the maximum net benefits,. determining the most equitable
under the law among Federal and local interests, and present-

sharing of costs
ry and adequate report on the matter for the information of

ing a satisfacto
all concerned and for a basls of action by Congress.

s
1-03. SCOPE OF EM 1120-2-100 SERIES

&

. ' 4
principles and procedures in these
pecific controls indicated,

with the s
office, Chief of Engineers

; Boards, and U1
._ #* and reports.’ The principles of project fo
tages of consideratio

also be aipl' jed at all other s
t - planning and construction stages.

The

manusls are to be applied, in accordance

by all District and Division Engineers,

in the conduct of survey investigations
rmulation and evaluation herein shall
n of projects, large or small,
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Lob, k1, 42, hea, 43, b5, 66, 6F, 81, 82, 83v,

page 5 of Appendix E,

use of colcr on survey I€pO
Joint Committee on Printings

volved in the inclug

in navigatien.prqj cts,
1 The primary intent of t

in recommﬂndag}dns.
flexibility fi report recommendations and sub

to ppévide understanding that

tive means of transportation.
natives is stated. |
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SURVEY INVESTIGATIONS AND REPORIS

General Procedures o
- .

- | & -
Attached are revised pages 23, 24, 2la, ohib, 96, 368, 39, LO, L4LOa,
1ok, 119, 120, 120a, and

)
for EM 1120-2-101. -

5, Par. 1-19e clarifiles instructipﬂ§#;n the weight of paper'permitted
£

{n reproducing survey reports. /fg.
ncreased

procedures on the 1

Par. 1-20b has. been retiéed to specify
d by the Chairman of the

rt, Plates, as approve

3.

clarify considerations in-
on of spoil dispcsal areas required of local interests
of the conditions of local cooperation

hege changes is to insure
sequent project authorizations

areas when condltions on this
In addition, wording is included

local interests should provide either any
pcs al areas OF the costs thereof.

L. Rﬂvisedpari?ﬁffigd, 1-53a and l->3e

and wording

states the basic concepts underlying the determination
& from.navigation.impravements by comparison of

ts with the costs of the most economicel alterna-
Permissible use of rates charged by alter-

6. Par. 1-53a(L) has been added and par. 1-55 revised to-require an
explicit statement in the requirements of local ceqperation?in.gengxﬂﬂ_
navigation reports that 1ocal interests will dredge~the berthing areas
landwvard of Federal project limits. FPar. 1-53c(L) adds the explicit

-that local interests will re-

statement in recreational harbor reports
locate or alter utilities as geceséarys These requirements have generally
and shouTd be epplied in all cases.

been customary in, 1
e

Te Parim;sﬁﬁﬁwias been revi
Federal participatlon in provision of pumping plants

tecﬁépngﬁfojects.

sed to discuss and clarify the basis for
in local flood pro-
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8. Par. 1-116f specifies that favorable cooperative-:rgach erosion
control reports require local interests to provide appu;t'énant facilities

required for the realization of recreational benefitsy”
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| 9. Par. 1-121b(4) revises item 9 of the quarterly status report on E
surveys to provide fiscal information in the fgrm now found desirable. ' | I
|

i

:

e
, 4
10. Par. 1-137 incorporates considerations on public relations affect-
of States, and on participation in

locally organized meeltlngs, which have been discussed in multiple letter
ENGCW-P, 8 August 1960, subject: “Co?i'd.inaticn of Public Relations Activi-
ties in the Survey Program with Members of Congress."

ing Members of Congress and Governors

aed use of public hearings and requires

11. Par. 1-139 specifies increa
ations to insure publlc.

a public hearing be held near the end of investig
understanding of considered OT proposed plens, to develop public reaction.
12. Other revisionsé are self-explanatory.
13. Asterisks foate revised parsgraphs OT lines of text. ,,
FOR THE OF ENGINEERS: | |
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!' - W. P. IEREER
' | Colonel, Corps of Engineers _ -
Executive _r O |
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b. Benefits to be evaluated. Navigation beoefils and detriments,
and all other economic effects of considered navigatlon improvements, will

be evaluated in accordance with the principles and procedures 1in this series.
¥Benetfits wilill be determined and discussed relative to the value of transpor-

station service, increased safety, reduction of hazards 1O vessels and damage
to wharves, commercil land enhancement due to

el fishing, recreational boating,
deposition of dredged material, and benefits such as flood control, bank 1
stabilization, shore protection, 1t from considere

and others which may Tresu |
projects. The evaluation will be ma recision e

de with an accuracy end P
consistent with the basic data and proper to each stage of project inve
gation and formulation. The final objective 18 TO determine the BCOPE€ and
ecopomic justification of the most suitable plan. At pno stage will gstudies
be continued past the point of productive return when an :nfaiiiégtestated
. & claimed by proponents W
conclusion becomes evident Benefit y Ppropo Sy but will vel

and discussed insofar a5 Proper and relevant (see par.
be blindly accepted. The evaluation for the report will be an jndependent .
epted.departmental policies apd principles. ©S€€ Pare.

apalysis based on acc
1-123¢c, below, fOT guidance on transportation studies by the Board of
Engineers for Rivers and Harbors.

T o —

The principal transportation benefits
the cost of moving commodities

Transportation benefits.
move by other means from the

of navigation improvements are the savings in

-+ L in the absence of the improvement would
same or other sources. These are the savings in coste to whomsoever they may

accrue, made possible by the improvement. In computing these savings it will | .
be assumed that, in the absence of the waterway improvement, use would be

made of the alternative means that could move the traffic at least cost. 1In
selecting the least costly alternative means, consideration will be given to
all transportation media or combinations thereof, existing and reasonably

potential, that are suitable for the purpose.

* (1) Basis for Estimating Ssavings in Transportation Costs.
The costs to be compared in the analysis are all of the incremental (added)
the least costly alternative means

costs in the waterway ijmprovement and in
that would be required in moving the estimated traffic by the two media.

ve means, the base from which cosis

For both the waterway and the alternati
are measured is the current condition. No cost should be included in the
analysis for existing facilities, that is, "sunk" costs. For example, if

the contemplated improvement 1is the deepening of an existing waterway none
of the original cost of constructing the waterway should be included since
+his cost cannot be affected by the decision whether or not to make the
improvement. Likewise, if the increased traffic could move by existing
rail facilities without requiring additional right-of-way, roadbed, general
plant, etc., no cost for these items should be included in the cost compari-
gson. If, however, replacement of or additions to any such i1tems or
increased operation and maintenance will be required over the period of the
economic life of the project to accommodate the estimated increase in traffic
in the waterway or the alternative means, such costs should be included.
This will necessitate an estimate of the growth in traffic over the evaluation ¥
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# period and & comparison with the capaclty of existing facllities to
accormodate tnis growth.

¥* {2) Relationshig of Costs to Rates: The costs of movement

of commodities by alternative means may not be as readily available as are
the rates published by carriers for such movements. ©Such rates may OT

may not reflect actual costs involved. Thus, analyses of transportation
savings based upon such rates may not give a true measure of the value of

a waterway improvement. Where it is not possible to obtain actual cost
figures for movement by alternative means, published rates may be used
vhen, in the opinion of reporting officers, they fairly represent cosis.
Vhere there is strong possibility that the rates for movements under
consideration do not epproximate costs, the best estimates of overland
carrier costs will be used in the analysis. Thus, in any case where

rates are used as a basis for computing the cost of movement by alterna-
tive means, the relationship of rates to costs must be established. In
making & decision in such cases whether to use available rates or attempt to
gecure costs, the principle should be followed that precision and refinement

of estimates should not exceed the degree required to reach a sound judgment
ag to project justification. For example:

(a) If the analysis shows that waterway costs are higher
than rail rates which in turn are clearly higher than .rail costs,
it follows that waterway costs will be higher than rail costs.

i Further precise study of rall costs would not be warranted under
" the circumstances.

(b) On the other hand, existing rail rates on a commodity
suitable for water movement may have been depressed below cost for
various reasons. If these rates are still greater than estimated costs
of movement on the proposed waterway, and the bepnefits computed on

this basis are sufficient to Justify the waterway improvement, further
detailea study of rail costs would not be necessary.

*®

e gE— s

(3) Consideration of Rate levels: While comparative costs
determine the economic justification of a waterway improvement, rates may

tave an important effect on the economic analysis because the actual level
of rates will determine whether traffic will move on the waterway. A

urastic reduction in overland rates might be sufficient to prevent movements
of commodities by water, even though such action would not be Justified
from the broad public viewpoint. Studies of potential watervay traffic

sacuid, therefore, recognize the possible impact of varyin

; _ : g rate levels a
include an analysis of the effect upon projected use of the waterway'o? nd
eignificant deviations in rates from cost levels.

-
* (L) Quality of Bervice: The e
. conomi
costs should consider any difference i ¢ 8na.ysis on the basis of

D ‘quality of
traneportation media being Sy q g Bervice provided by the

Such matters as time required in
PART CI - CEAPTER 1 ’
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#* transit, degradation of product, stockpiling costs, and special handling
charges wopld reflect this difference in quality of service. x
* (5) Traffic that would not move without the waterwvay improvement .

In some instances a waterway improvement, by tapping SOUrces of supply new

to or unused in the area served may result in an increase in the quantities

of certain commodities that would be marketed and utilized with the improvement
over the quantities that would be utilized in the absence of the improvement.

Althougn the possibility of ‘benefits from thie source 18 recognized in
principle, they should be treated in qualitative terms unless they are

considered critical in the justification of the improvement and reasonable

quantitative measurement is feasible. z | ¥*
* d. Removal of hazards TtO shiEEing. Wwhenever practicable on a gsound

basis, elimination of damages OT hazards will be given & monetary value.
However, when this 18 impracticable, and recurrence of past average apoual
#¥damages 1is not congidered indicative of the future, no arbitrary monetary
value will be placed thereon, and the matter will be discussed on the basls

of sound Jjudguent as 1O whether the work is worth the cost. Other intangibles
may be treated in a gimilar manner.

¥* e. Commercial fishing. Benefits to commercial fishing activities
result from elimination of delays in entering and leaving a harbor, reduction
in poilage of fish, and reduction in loss of or damage to vessels and gear.
Fish catch may be increased by elimination of delays and increased fishing
time made possible on the fishing grounds. Estimates of the probable average
annual catch must consider the capability of the fishing grounds to sustaln
the expected yield and the availability of a market for the increased catch.
Commercial fishing benefits should be measured in terms of the net value of
the increased fish catch at the dock or "buy boat'y, and by the damages prevent -
able by the project. ' f 3

% £. Recreational boating and sport fishing. OSpecial procedures have
been developed for evaluation of bepefits from provision of facilities for
srecreational craft and sport fishing. (See EM 1120-2-113).

* g. land enhancement in navigation projects. Increased land
values that may result when a navigation project is provided are considered
to be oply the market's estimate of the capitalized transportation savings

J

or the effect of land-side developments, TO the extent that some residual
valy . 2mains in the land. Such increaped values are therefore either a

duplication of navigation benefits or of develo
pment effects. The
additional enbancement bepnefit produced by a navigation improvementggiytzzél

value of new or filled land created by deposition of spoil dredged from th
project areas. 'Th? net benefit from such land attributable to the proje t?
shall be measured in terms of the net increased market value or netpin(:o::e

)
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or the cost of equivalent fill, whichever is less, exclusive of development
costs and any additional costs of depositing the spoil. Market or capital
values of land will be converted to equivalent annual values by application
of the long-term interest rate for mortgage financing in the locality or
region (4 to © percent). The principles underlying the relation between
land values and income are the same as discussed for flood control in

EM 1120-2-111.

* he Adverse effects on qvérlﬂndlzgqpqportgtiqgf Navigation projects
may result in higher costs of overland transportation, other than from bridge,
highway, and railroad relocation at the time of project construction, because
of the costs of providing greater clearances for bridges to be constructed in
the future, increased operation and maintenance costs of bridges, increased
cost of Juture highway construction, and increased cost of future vehicle
operav..on, aincluding delays for bridge openings. Water resource development
studies and reports will include an evaluation of all such effects to the
extent that reasonable and sound estimates can be made. These features are

economic costs and they will be deducted from the benefits to obtain the

net benerit for the considered improvement, except for those cases where
payment or remedy adds to the first costs of the project. The reports cited
in par. L-149a(3) discuss these problems, which are under further study.

Any special problems encountered by reporting officers will be referred to
the Chief of Engineers. The effects of considered projects on overland
transportation will be determined by consultation with appropriate division
and district offices of the Bureau of Public Roads, State Highway Departments,

railroads and others.

* i. Summary of economic evaluation. The results of economic studies

for the various plans of improvement presented in the report will be stated
concisely, so that & clear distinction will be evident among the various
types of beneflts, and the incidence of benefits to the general public and to
locel interests will be apparent, for use not only in project justification
but also in determination of cost sharing and local cooperation requirements.
The analysis in the report will be presented so that adjustments can readily
be made at the time of consideration of the project by Congress for authori-
zation £..L subsequently for appropriation of funds. At this point also in
the report, intangible and incidental benefits which may have a8 bearing on
the conclusions to be drawn from the evaluation of tangible factors will be

discussed.
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The estimated annual benefits, the estimated anoual o &
ratio_of venelits to charges for the various plans of imgrz?rle‘iz;{iiieihe
consideratic:. will be given, including, where pertinenﬁ”"separate data
for Each antegral, useful component of an over-aY¥l or C;mprehenaive 1
Any fTactors rot reflected in the evalu&ted;"’ﬁénefits and costs will bz dg;—,cribed

_.-_.ﬂ' -

Any pertinent considerations of project formulation or e

that have exercised any major*influenc
O € on th
conclu. .one reached wilT*be discussed. (See emn:?;thods 9 analysis or the

1-51g busrt® 1956) LOb |
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