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INTRODUCTION TO THE SERIES 
By the General Editor 

SHORTLY after the war of 1914-18 .there ;eemed to be 
a place for a Series of introductory Economic Hand
books II intended to convey to the ordinary reader and 
to the uninitiated student some conception of the 
general principles of thought which economists now 
apply to economic problems." 

This Series was planned by Mr. J. M. Keynes under 
the title Cambridge Economic Handbook and he wrote 
for it a general Editorial Introduction of which the 
words quoted above formed part. In I936 Mr. 
Keynes handed over the editorship of the Series to 
Mr. D. H. Robertson, who held it until he be
came Professor of Economics in the University of 
London. 

The judgment of its originators has been justified 
by the wide welcome given to the Series. Apart from 
its circulation in the British Empire, it has been pub
lished from the start in the United States of America 
while translations of the principal volumes have 
so far appeared in German, Spanish, Italian, Swedish, 
Japanese, Polish and Lithuanian. .. 

It is symptomatic of the changes which have been 
taking place in recent times in the development of 
economic science, changes associated in a high degree 
with the work and influence of Mr. Keynes himself, 
that within the brief space of fifteen years the text 

v 



vi INTRODUCTION TO THE SERIES 

of part of the Editorial Introduction should have stood 
in need of revision. In its original version the last 
paragraph of the Introduction to the Series ran as 
follows : 

.. Even on matters of principle there is not yet a 
complete unanimity of opinion amongst professors. 
Generally <Cipeaking, the writers of these volumes 
believe themselves to be orthodox members of the 
Cambridge School of Economics. At any rate, 
most of their ideas about the ~bject, and even their 
prejudices, are traceable to the contact they have 
enjoyed with the writings and lectures of the two 
economists who have chiefly influenced Cambridge 
thought for the past fifty years, Dr. Marshall and 
Professor Pigou." 

When the Editorship of the Series was transferred 
to Mr. D. H. Robertson, Mr. Keynes consented to the 
retention of his general Introduction, but subsequently 
re-wrote the concluding paragraph in the following 
form: 

.. Even on matters of principle there is not yet a 
complete unanimity of opinion amongst professional 
students of the subject. Immediately after the war 
daily economic events were of such a startling 
character as to divert attention from theoretical 
complexities. But to-day, economic science has 
recovered its wind. Traditional treatments and 
traditional solutions are being questioned, improved, 
and revised. In the end this activity of research 
should clear up controversy. But for the moment 
controversy and doubt are increased. The writers 
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of this series must apologise to the general reader 
and to the beginner if many parts of their subject 
have not yet reached to a degree of certainty and 
lucidity which would make them easy and straight-
forward reading." . 

Still more recent events have produced a world so 
far removed from that which existed when the fore
going words were written, that it has fallen to the lot 
of the present Editor to provide a new Introduction. 

This is perhaps a good vantage point from which to 
survey very brie1ly some of the principal trends in the 
evolution of economic thought in this country during 
the past thirty years. Prior to 1914 economic theory 
here was largely dominated by Alfred Marshall; and 
economists, following him, thought in terms of the 
long period tendencies of the difierent sections of the 
economic system towards positions of equilibrium, 
even though ever-present dynamic factors were per
petually modifying the existing structure and pre
senting new and equally distant, if equally unattain
able, goals as stimuli to change and adaptation. More
over, in the Marsha11ian system, those tendencies 
resulted from the working of persistent underlying 
forces which were conceived of as largely competitive 
in character. The increasing trend towards monopoly 
was certainly affecting thought, but not so much in
the realm of the theory of value, as in the emphasis 
which came to be laid on poss1ole discrepancies between 
the private interest and the social interest. Under the 
influence of Professor Pigou a Welfare Economics was 
developing side by side with, and ·out of, the Value 
Economics of the older generation. 
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After I9I8 the long-drawn-out agony of the depressed 
areas, the weakening of the position of this country in 
international trade, and the tremendous intensity of 
the economic crisis ot I930-32 (to mention but a few 
out of the many contributing causes) combined, on the 
one hand, to focus attention on problems of the short 
period and, on the other hand, to throw doubt on the 
extent to wtich the self-adjusting, seemingly auto
matic mechanism, which on the whole had operated 
so effectively during the nineteenth century, was 
capable of coping with the deep-seated maladjust
ments and disharmonies which characterised the post
war world. At the same time value theory itself was 
profoundly influenced by the emergence of a number 
of writers who approached value ·problems from 
the view-point of monopoly, and emphasised the 
unrealistic nature of an analysis which was based on 
the assumptions of perfect competition and a perfect 
market. Most of all, however, economic thought was 
dominated by the desire to find a solution for the 
problem of how to maintain the level of effective 
demand so as to avoid the recurrence of phases of 
deep depression and widespread unemployment. There 
was a growing feeling of impatience with the economics 
of the long period " in which we are all dead", and a 
great, perhaps even excessive, concentration on the 

• short period in which we live and move and have our 
being. . 

The result was a remarkable ferment of ideas, 
the challenging of ancient orthodoxies. and "for the 
moment controversy and doubt [were] increased." 
This ferment had by no means subsided when the 
second war with Germany broke out in September I939. 
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bringing in its train a degree of State interference with 
the normal peace-time working of the economic system 
far exceeding that reached even in the last years of 
the war of 1914-18. . 

In so far as it is possible to foresee future trends, they 
would seem to lie in a much greater measure of con
scious public control over many aspects. of economic 
activity than has existed in the past. It will no doubt 
still remain true, to quote Mr. Keynes's Introduction 
again. that: 

OJ The Theory of Economics does not furnish a 
body of settled conclusions immediately applicable 
to policy. It is a method raUler than a doctrine, 
an apparatus of the mind. a technique of thinking. 
which helps its possessor to draw correct conclusions." 
Nevertheless. economists may well find themselves 

to a greater degree than hitherto called upon to 
express their views on matters of economic policy. 
and-for a time at least-the writers of future volumes 
of the Cambridge Economic Handbooks may be 
concerned rather with specific problems than with 
the more general aspects of economic theory. 

C. W. G. 



AUTHOR'S NOTE TO NEW EDITION 

As the proofs of this revised edition were passing 
through the press, the Royal Assent was given to the 
Transport Act, 1947, a measure which changes the 
whole structure of the industry. This Act transfers 
the railways, canals, ;md long-distance road hauliers 
of Great Britain to State ownership, and thereby 
creates a single vast inland transport monopoly. It 
also contains clauses enabling the acqirif;ition to take 
place, later, of the nation's road passenger transport 
undertakings and the docks and harbours. 

The administrative machinery for controlling this 
vast assembly of enterprises consists of a British Trans
port Commission as a supreme policy-making, financial 
and co-ordinating authority. The Commission is to be 
composed of a Chairman and between four and eight 
other members, all of whom will be appointed by the 
Minister of Transport. The following Executives, also 
appointed by the Minister, will exercise managerial 
functions over the various branches of transport on 
behalf of the' Commission:-

Railway Executive, 
Docks and Inland Waterways Executive, 
Road Transport Executive, 
London Transport Executive, 
Hotels Executive (to be set up on an appointed day). 

It is provided in the Act that all the business 
carried on by the Commission shall form one under-

x 
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taking, and the Commission is directed to secure that 
its revenues shall be not less than sufficient for making 
provision for the meeting of all charges prOperly 
chargeable to revenue, taking one year with another. 

It is obviously impossible to deal here with the details 
of this enormous legislative measure, or even to indicate 
its chief probable effects on the economic structure of 
the country. . 

In his preface, the General Editor· of this series 
observes that economic theory has in the last twenty 
years been profoundly in1luenced by the new treatment 
of monopoly and by the gradual abandonment of the 
conception of free competition and perfect markets as 
representing economic normality. And transport is a 
field in which monopoly has always, and necessarily, 
played a prominent part; since in many forms of 
transport (particularly those based upon the use of an 
artificial highway or track) the whole structure of the 
industry tends naturally to monopolistic organisation. 
This has led to a good deal of confusion in the past. 
Some writers have been led into arguments which led to 
highly unrealistic conclusions simply because of their 
unfamiliarity with the details of this complex industry. 
Others have confined themselves to a descriptive treat
ment which frankly abandons any attempt at an 
analytical treatment of a baftling subject. The problem 
of co-ordination has sometimes lieen falsely represented 
as a choice between monopoly and competition, whereas 
it was a choice between monopoly and imperfect com
petition, or" duopoly." However, the Gordian knot has 
now been cut by a Labour Government which has 
heavily committed itself to State-owned monopoly 
wherever it is administratively posstole to introduce it. 
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If must be admitted that, at a single stroke, the unifica
tion of transport will sweep away many of the more 
complex problems and the new British Transport 
Commission will possess a degree of freedom, particu
larlyas regards charges, for which its predecessors on the 
main line railways have sighed in vain for many years. 

The chief points of criticism raised against the Act 
have not been theoretical objections to monopoly, but 
practical questions relating to administrative efficiency, 
and equitable treatment of dispossessed stockholders. 
The fixing of an arbitrary radius of operation for road 
vehicles as a test for whether hauliers". undertakings 
are to be acquired as being predominantly "long
distance." or left independent as predominantly 
" short-distance," is obviously full of difficulties. The 

. devolution of authority from the Commission to the 
Executives on a functional basis has been described as 
a disintegration, rather than an integration, of transport 
facilities. The equity of the' compensation terms, 
based upon current Stock Exchange values, which are 
offered to railway and canal stockholders, has been 
challenged. But there is no question that the broad 
principle of unification, so far as pure theory is con
cerned, will simplify many of the vexed problems of 
charges, costs and net revenue, that have perplexed the 
last generation of administrators, since the Commission 
will undoubtedly be able to charge " all that the traffic 
will bear II subject only to potential checks from" C II 
licence vehicle operation on the freight side and from 
private cars on the passenger side. Public transport will 
in fact be almost entirely monopolised and only private 
transport will offer the stimulus and the checks of com
petition. 
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When things are changing on such a scale and at such 

a pace, it is impossible to present a picture that will be 
truly u~tCHlate for more than a few weeks. And in 
revising this book no attempt has been made to describe 
the economic efiects upon the transport industry of the 
recent war. The Road Haulage organisation set up by 
the Ministry of Transport and afterwards disbanded; 
the control of the main line railways and London 
Transport, and their management for war purposes by 
the Railway Executive Committee; the forms of war
time shippingcontrol-all these are matters of great 
interest, and the student of transport should acquaint 
himself with their main outline. But it is too early 
yet to draw any general moral from their application. 
As the war recedes into the background we shall see 
its events in a better perspective. In any case, 
however, it would probably be unwise to attempt to 
reach definite conclusions when so great an upheaval as 
will be caused by the provisions of the Transport Act 
is in progress. When the convulsiDns have died down 
and the lava has ceased to flow, 'fie shall be able to 
take stock of the new landscape as it appears after the 
earthquake. 

M.R.B. 
September, 1947. 



CONTENTS 

INTRODUCTION TO THB SBRU!S 
AUTHOR'. NOTE TO Naw EDITION • 

CHAPTER I 

THE FUNCTION OF TRANSPORT 
I.. UnLITIR. O. PLAca 
I I. TaB DBIlAJfD .aa TRANSPORT 

I 3. SPBClALJUTION 
I 4. SoMB SocIAl. £J'J1ICTII O. Ta.urBPORT 

CHAPTER II 

THE MEANS OF TRANSPORT 
II. Tn VBaICJ.& AND UB HIGHWAY 

I I. PuBLIC TRACKB: TaB Su 
13. RIva .. 
14. RoADS 
I,. TaB AIB 
I 6. PRIVATE TRACKS: CANA1.8 

I 7. RAILWAYS 
I 8. C.a.aJu.a.GB AND DISTRIBUTION 
I ,. UUAJI Ta.urBPORT 

CHAPTER III 

PAGB 

" :It 

4 
6 
9 

14 
15 
20 

23 
28 
31 

32 

37 
40 

THE ORGANISATION OF TRANSPORT 
I.. IJlVBBTllBNT BY UB STATE 
II. PRIVATE IJlVBSTllBNT 

I 3. OwNBUalP AJID CoNTROL 
I 4. COIIBIlfATIOlf AJID LARG_CALlI !.NTBRPJUSB • 
I ,. RAn.WAY ORGAlfISATIOJl 

xv 

42 
SO 

• 55 
65 
73 



xvi CONTENTS 

CHAPTER IV 

COMPETITION IN TRANSPORT 

PAGB 
§ I. THB MBcH.urICS OF THB MARKET 79 
§ 2. CONTllACT PluCES UNDER CollPETITIOlt 84 
§ 3· TAlUP'P'S AND MONOPOLISTIC COMPETITION 88 

§ 4· COST AS AN INFLUENCE UPON PluCE 94 
§ 5· JOINT SUPPLY AND THE PluCB OF TRANSPORT 103 

CHAPTER V 

MONOPOLY IN TRANSPORT 
§ I. SIMPLE AND DISCRIIIDIATING MONOPOLY 112 
§ 2. MONOPOLY AT'SEA 115 

§ 3· RAILWAY FREIGHT RATES • 128 
§ 4· THE SOCIAL ASPECT OF MONOPOLY 135 
§ 5· OVEa-CAPITALISATION 139 
§ 6. PROFITS AND EP'P'ICIENCY 145 

§ 7· DISCRIIIDIATION AND INDUSTRIAL STRUCTURB 149 

CHAPTER Vl 

THE CONTROL AND CO':ORDINATION 
OF TRANSPORT 

§ I. U PLANNING" AND THB CONTROL OF TRANSPORT 158 

§ 2. CoNTROL'AND THB BASIS OF CoMPETITION 160 

§ 3· THB RAILWAYS ACT, 1921 167 
§ 4· -THE MEANING OF Co-oRDINATION 175 

§ 5· Co-oRDINATION AND W ASTEP'UL CoMPETITION . ISo 

t 6. THB ACHIEv:&IlENT OF Co-ORDINATIOIl 181 



INDEX 

Ac:wurth. Sir W., 60, 95, 130 II., 

146 
AeroplaDe8.28-31 
" Agreed charge," 101-103 
Agreement system. 125-126 
Air Ministry, 31 
AinI and Calder Navigation, 32 
American railways, 5... 5!HJo, 

6,. 72. 1~I01, 110, 167. 
115 

-- BhippiDr, 18-19, 50-51 
AIIciIlary vehiclee, 26. 189. 190. 

191 
Antwerp,22 
ArDolcl, Dr., 10 
Ashfield, Lord, 181 
Anc:oq. Monsieur. 128 II. 

AnstraWua Govemmeot. 123 
.. ......"..49 

Ballou" Committee, 6,. 150-151 
.. Blanket rates:- 100 

Bridgewatel' Canal. 34 II., 53 
Brindley, James, 32 
British Airways Ltd., 31 
- o-u Airways C0rpora-

tion, 31 
-- BhippiDg. 18, 19 

Cabotage. 20 
Cadbury .t Dobbs. Jlessn.. 24 
Cambrian Railways, 10 
Caoa.dian Natiooal Railways, 60 
- Pacific Railway. 65 

Canals, 23, 31, 34, 53, 55, 51, 130, 
131, 111, 119 

Chaplin .t Home, 36, 38 
CharteriDg, 84~6 
Cheap Trains Act, 1883, 161 
Clapham, Professor J. H., 38 II., 

53 
CIeariDg Houses, 21 
Clyde Navigation Trust, 64 
Common c:a.rrieIlI. 185 

Deferred rebates, 120-126 
Departmental" organisation, 15-

11 
Derby Gas Ligbt Ii: Coke Co., 

112 
Deutsche ReicbsbahD, 60 
"Differential loading rates," 96 
Disposals Board, 21 
Divisional organisation, 15-'11 
Dock authorities, 64 

East India Company, 11, 51, 14 
Eastman, J, B., 10Z, 185 
" Exceptional rates:' 8z 

" Flat rates," 81 
Forth Bridge, 9S 
"Free Traders," 11 
Fugger, House of. 51 
Fulton. Robert. 11 

199 



200 INDEX 

Gauges. railway. 39. 177-178 
--, canal. 177 
Gladstone. W. E .• 167 
Glamorganshire Canal, 130 
Gould. Jay. 59. 90 

Leeds and Liverpool Canal, 177 
Levy. Lewis. 57 
Liner Conferences. 73. 80. 109. 

II6. II9. 146-147 
-- steamships. 730 86-87 
Liverpool and Manchester Rail

way. 37. 74. 162. 166 
Liverpool Steam Ship Owners 

Association. 18. 19 

Grand Junction Railway. 35 ' 
-- Union Canal Co .• 177 
Great Eastern Railway. 71 
-- Northern Railway. 142 
_. - Western Railway. 74. 

143. 169. 178 
78. London and Birmingham Rail

way. 36. 38 
Greenock Sugar Case. 3 
Gurney. Sir Goldsworthy. 24 

Hanseatic League. 51 
Hare. T. Bernard. 76 
Haniman system. 59. 90 
Hay-Pauncefote Treaty. 21 
Hill system. 59 
Hudders1ie1d Broad Canal. 177 
Hudson. George. 58 
Huish. Captain. 75 
Hungarian State Railways. 100 

Imperial Airways. Ltd •• 31 
-- Shipping Committee. 122. 

124. 126. 145 
Insuranoe.marin~50 
--, road motor. 162. 165 
Inter-State Commerce Commis-

sion, 102. 175. 190 
Inter-urban railways. 41 

Johnson &; Huebner. Messrs.. 86. 
119 

lGrkaldy. Professor A. W .• 56 tI. 

l.Giss#-fairll.44. I 79 
League of Nations. 22 tI.. 176, 

178 flo 

-- General Omnibus Co .• 141-
148. 181 

-- Midland and Scottish Rail
way. 65. 70. 78. 169 

-- and North Eastern Rail
way. 71. 78. 93. 96. 169, 170 

- and North Western Rail
way. 72 II .• 75 

Passenger Transport 
Board. 57. 63. 182 

-- and South Western Rail
way. 35. 37. II5. 142 

--Traffic Act. 1924. 148 
Louisville and Nashville Rail-

ways. 99 

MacAdam. J. L. 24 
Man~ Sir Osborne. 191. 192. 

196 
Marvin. W. L. So tI. 
Mersey Docks and Harbour 

Board. 64...{i5 
Morrison. Herbert, 135. 144 •• 
Motor Carrier Act. 1935. 190 
Municipal transport, 47. 60, 

61-63. 146 

Osborne's GuidII, 10 

Panama Canal, 21 
Pickford &; Co •• 340 36 
Pigon. Professor A. c., 105. 108, 

1740 184 



INDEX 20% 

~. Go J .. Il.5o 179 ... 
III", II) 

Part of Laedoa A1IthoIity. 6f 
Pmt 0fIice" S40 II. 1_ 
~IU 

Rail_y U ~ Ltd., SI 
~,.: 

~"'S7 
"~S4-" 
distribatn. ahilitiel. sI-39 
bailt ." the Stat.,. .7 
.. iafllllbiM:ab., 5HJ 
IIIIanIdden, 5?-60 
... aDd cnnrtta. 6,5. ~ 
eut, arpaiatiaa, 7H7 
--- orpn;-tiaa, 71 
fnicht .... '" 99-Ios. lsi-

1S40 171-17S 
..-pr ...... 1o-I1 
.-opoIiatic ~tiaa, Ig 

0D8ta,. 9t-1
-

joiat -.apply. 109-111 
difI_tial chaqpD& 114-IISo 

149-157 
capital. 1"-145 
Stat. -trai. ISC). 167-175 
Iaa4 _petitiaa, 161-166 
-.!uIatiaa, 176, 1790 186-

197 

~y u4 Caul ('qpmi-icm" I,.. 
- CImriq H-. 179 
-- Rata Tribaui. I,.., 174 
Ribbaa~t. .. 
RoadI: 

origiDB. ·-S aDd 8XItor ~ .5. 1'--
16) 

freicht rats. .7 
Ceariac Hoaes, .r-d 
fn:icbt ~ 66. II, Is. '7. 

Iat. 113-117 

~tioa with rail-J' 
161-166 

. s.. abo ADcilJary wIUcIea 
Road u4 Rail TraBic Aet. 1935. 

188. 18g, 192 
Raad Traffic Aet. 19)0. 117 
RobiDsoa. E. A. G .. 6g 
JUotbrbild" Howle of. 51 

Sailing Ship 0.-' ID __ 

tioaal U ..... 116 
Salta Coaferoeaoe, 16t-165 
Sea~ 13-1' 

S. abo Tramp .-.-.. 
I..iDK .... m .... ips. British 
&bippiD& AmericaD IIhip
piD.r 

Sns1l TIIIUIeI, 9S 
~C.E.R..I79" 
!iIIippiq c.o.mre-. s.. I..iDK 

CoIlfenD:eII 
-- lUD~ Royal (Ammjeojog 

.... 86, llI3-u 5 
N Sixty-IDartber" ships. sa 
Smith. Adam. 6,. 5So 57. 160 
Smith, Fnderic:k. 191 
Smith, J. RII5IIell. 16 
~ KCIIIIIieIIr. u8 .. 
50atJl AfricaIl GoftnuIIeat. IllS. 

illS 
Soath Sea Babble, 53 
Soatb.enl Rail_y. 78 
Speculatioa aDd traDspart. 53 
Spediteaft, 37 
N Square Deal." the, 193 
Stamp. I..GI'd. 78. 145 
Stocktoa aDd DarliDgtaa Rai1-

way. 3,5. 57 
Sa~:y1I, New York. 40 

Sua cUaa1 CompaDY. u 
SlIIftJ lnm Rail_y. » 



202 INDEX 

Taft Vale Railway. no. :142. Tumpike Trusts. 3 ... 49. 56-57. 
:lS4 :13:1 

Telford. Thomas. 24 
Tennessee Valley Authority. :149 
Track Costs. :196 
Traffic Commissioners, :ISo. :187-

:188 
Tramp steamers. :18. 65-66. 73. 

8:1. 83-87. :109. n6-n7. 
:127. :ISo 

- Shipping Administrative 
Committee. :1:17-n8 

Tramways. 4:1. 6:1-03. 183 
--Act. :1870. 6:1-02 
TraDSit traffic. 2:l 
Tr.msport. Royal Commission 

on. 27 
-- Advisory CouDciJ. 192. :193-

:195 
--Act 1947. :194. :196 and see 

Note by the Author. 

Union-Castle Line. :123 
United Fruit Co .. 51 
United States Government,. :123 
U.s. Steel CoIporatioD. 51. 82 

Vanderbilt system. 59 
VJCtoria. Government of 

of. 122 
VJellllao Congre!B of. 22 

WaIker'. Gilbert,. 186 
Wayleave;. 47 

State 

Weight OIl' measurement system. 
:126-127 

Williams. F. s.. 33 .. 
Woolworth. Messrs.. F. W .. :101 

Trausportation Act,. :1920. :175 
Tube railways. 4:1. no. :18:1-

:182 Zone tariffs. 81. IOO-IOi 



j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 


