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Testimony by C. S Durcen,
., Economist, Association of Railway Executives,
- Before Senate Committee on Interstate Commerce

On Senate Bill 2793, to regulate motor.
vehicles in interstate commerce

' It is my purpose, in this apvearance to nresent for
‘the conslderatlon of the Gommlttee, asg brlefly as posslble cer-
;ain basic data required for a clear understandlng of the prob-
Ilem whioﬁfﬁoﬁ faces the veople of -this country in the field of
transnortation partlcularly with reference to regulation

In the testimony that I shall glve the furdamental
premige is that adequate railroad transvortation service in the
.Uhitedetates is essential to economic progress and is iikewise
essential in nublic defense. . B
buring the past threé administrations'Presidential mes-
sages t0 Congress have declared the truth of the premiselmeﬁtion—f
ed above. I huote,'for example, from the Message of the President
to the Seventy—Second Congress, First Session, December 8, 1931,
as follows. . ' . ; ~
"The rallways present one of our immediate and -
pressing problems. They are and must remain the back-
bone of our transvortation system. Their prosverity
is interrelated with the prosverity of all industries.

Thelr fundamental service in transportation, the volume. -
of their employment, their buying vower for suprlies S



from other industries, the enormous investment in
their securities, varticulerly their bonds, by in-
surance comoanies, savings baanks, benevolent and other
trusts, all reflect their vartnershiv in the whole
economic fadbricit

The universal attitude was exvressed clearly in a con-
densed form by former President Coolidge as follows:
fThe railroads are a public necesgsity, . The gov-
ernment, in taking ¢are of them, has rendered them un-
able to protect themselves. Public welfare demands
- an equal chance for them in a fair field."
In.I. C. C. Docket No. 23400, there is a statement made
- by Comaissioner Brainerd, then Chairman 6f the Interstate Coin~
merce Commisgsion, as follows:
"The iailroads of the country have been and are
today the backbone of our national transportation sys-
tem.. They are essential to our national protection
‘and to our economic welfare .
In the Commission's Annual Report for 1930, page 78,
is the statement that -

"the country still needs its re;lways and can supvort
them" .

The Secretary of War, who now, under our present sys-
tem, has respoqsibility for develoving a competitive form of
transportation on the waterways, declared in é speeuh before
the Mipsigsippl Valley Aseoclation of 8t. Louis, Missouri, Novem-
ber 24, 1930, that:

"The expansion of our industries means increased
activities of finlshed and fabricated products. The
railways will always remain the carriers of these
products of induvstry. ¥ * * Wihatever high state
of development water transportation may reach, these

railroads will remain the backbone of our national
freight transportation system.!



As representing the publicly expressed attitude of.
the shippe;s.of the country, I quote a statement from a radio
addreés by a Minneapolis wholesaler of hardware, who was urging
phe free and untrammeled develovment of rival forms of transport-
ation. He said:

"No thdughtful shipper or public representative

who retains his poige will do or permit anything
which will weaken or destroy the essential railroad
plant. And our ooncern for the vreservation of the
rallroad plant will not permit us to neglect the
legitimate obligations which have been inourred in
the development of these properties.®

8o far as I knoﬁ, there is no responsible, dissenting
-ioice in thie country to the statement that adequate railroad
trangportation gervice is essential to publiec eoonomic welfare.

A representative of the War Department apreared in the
hearing before the Interstate Commerce Commission in Docket
23400 on "Coordination of Motor Vehicle Transportation' and
urged, as the Examiner of the Commission has told you, that for
public defense there must be an adequate railroad transportation
system in this country. Not only for public economic welfare,
but also for public defense, rail transvortatior 1s essential.

The same conclusion has been arrived at in foreign
countries. In Great Britain, for example, where chaotic con-
ditions in highway transovort, together with increasing accidents
resulting tﬁerefrom; faced the British.government earlier and
more intensely than in thie country, that government apvointed,

in 1928, a Royal Commiecion on Transport -
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"to take into consideration tae problems arising out
of the growth of road traffic and, with a view to
gsecuring the employment of the available means of
transcort in Great Britain (including transport by
gea, coastwise and by ferries) to the greatest pub-
lic advantage, to consider and report what measures,
if any, should be adopted for their better regula-
tion and control, and, so far as is desirable in
the public interest, to promote their coordinated
working eand develovment.! '

!

After extended investigation and hearing, this Commis-

sion, made up of representatives of the general public interest,

isgued its final report on "The Coordination and Development of

Trangport" in December, 1930.

This Commission, after reviewing the long record of

transportation develovment in Great Britain, after analyzing the

present situation and after taking as far a look ahead as it was

possible for them to take, reached the following conclusions
with respect to the public necessity for preserving to the
British people adequate transportation service by rail:

"No civilized country can exist without rallways. When
& new country is being developed the first essential
1s the construction of railwaye. Canada, South and
Equatorial Africa, Australia, South Americe and India
are examples of this. The United States themselveg--
and especlally their wonderful development in the
West--have been largely the creation of their rail-
roads. The union and federation of Canada was made
poaslible by trans-continental railways construeted
long before the traffio available justified them
from a commercial point of view. DNotwithstanding
their recent competitors on the roads and in the air,
railways hold their place and, so far as can be seen,
are indispensable for many purposes. Long~distance
passenger traffic, intensive 'business! passenger
traffic, and the conveyance of all kinds of goods
traffic in bulk could not be carried on without the
existence of railways. The coal trade and most of
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the other 'heavy' industries are for all practical
purposes dependent on the railways, since conveyance
of their products by road is impracticable except in
small quantities and for short distances. Whatever
else may happen--and without for a moment question-
ing the great advantages which mechanical transporst
by road has conferred and may further confer upon
trade, or the possibility of the far greater devel-
ooment of air services—-—-it is clear that the main-
tenance of an efficient railway system is a nation-
al necessity."  (p.15)

And again, in the same report, we find the following:

"While we have thought it our duty to criticise rail-
way management to some extent and to make certain
suggestione for its improvemeni, we do not fall to
recognise the great services railways have rendered
and are rendering to the country, We are profoundly
congeious of the imvortance of maintaining an ef-
ficient and prosperouvs railway eystem. Railways are
far from having been rendered obsolete by newer
forms of transvort, as stage coaches and, to a con-
siderable extent, canals were when railways were
introduced. For many nurposes-~-in fact for the
maln business of transport--they are indispensable,
even though newer forms of transport have,.in some-
ways, modified the position they previously held.

In addition to this, an immense proportion of cap-
ital is invested in the railweys, and, so long as
they remain indispensable, the Nation cannot af-
ford to placs this capital on the s¢rap heap or

even to'render it vartially unremunserative. The

aim should be to harmonize and coordinate the newer
and the older forms of transport with the object of
obtaining from each the maximum of advantage." (p.45)

This same important problem has been under careful and

intelligent atudy'recently throughout Australasia. In the re-

port of the Commission of New South Wales on Government Rallways

and Tramways for the year ended June 30, 1930, that Commission

88y B!
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"Attention has been drawn by the Commissioners
in their Annual Reports for some years past to .the
effect of motor competition on the earnlng powers
of this State's railway system. * *

"The importance of this matter justifies a
repetition of the final clause in the Australasian
Railway Commission's statement quoted in the last
report:

Wotx & » * 14 15 beyond question that the roag
motor form of freight transport cannot pretend, in
the final analysis, to cope with primary production,
and as it is uoon the value of such primary produo-
tion that the foundation of the Commsonwealth and the
Dominion rests, it 1s obvious that if the railroads
are crippled this foundation will be rendered inse-
oure and in time the financial stability of Austral-
ia and New Zealand will be gravely depreclated.’

"The justification of this warning is now com-
ing home to all Australasia.®

Preeisely the same problem faoces other countries, sush
as France, Germany, Italy, Switzerland and Canada. In all these
countries, the action taken and the investigations now'under way
contemnlate, without exception, the maintenance of railroad trans-
portation as the basic agency for this service.

The point of view, therefore, from which I desire to
aporoach the question and to present the information to this
Committee is based upon this premise -- In the United States, all
interested pafties, without exception, agree that adequate rail-
road trancportatlion service is ludiepensable. It is indispens-
able for public economic welfare and progress and it is indis-
pengsable for public defense.. If indispensable, it must be sus-
tained. But it must not be sustained at the expense of progress
in itself or in other forms of transportation. It is fundamental,

but not all-exclusive.



II

It is from thie point of view *hat I desiré to present
as briefly as possible certain salient facts with respect to the
present gituation in which the railroads find themselves as the
fundamental medium of transportation and the situation which they
face as to highway transportation in interstate commerce. The .
| point which I desire to make as clearly as vossible is the effect
uoon this essential rail transportation of a lack of regulation
voon interstate commerce on highways, unon the ability of rail
carriers to continue to furnish adsquate serviece and the probléms
that are raised with resvect to an efficient coordination of

these two types of facilities.

IIX

First, then, as t0 the railroads. The financial condi-
tion in which the railroads find themselves in this period of
devression hés been quite fully set forth in the recent case be-
fore the Interstate Commerce Commission under the title "Fifteen
Per Cent. $ase, 1931, Ex Parte 103."' It has been shown that
through the prosperous years since 1920 the reil carrlers as a
whole have never received a fair return, as-defined by law, in
any year. In 193l the feturn on vroperty investment was only |
1.96 per cent; Within the past year there have occurred re-.

oeiverships on impbrtant rallway lines. Vith a continuation of
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the present situation it aprprears that other receivershipé are
threatened unless certain importent railway_lines receive out-
side asslstance.

It has been repeatedly shown what ominous effeet the
decline iﬁ value of rallroad bonds in the finanéial market has
had upon fundamental institutions such as gsavings banks, insur-
ance companies, educational institutions and trusteeships. It
has further been shown that under existing conditions in the
years of depression financial markets have been closed for rail-
road bonds and, thus, the ability of fhe railroads to maintain
themeelves financially has been threatened. Into this situation,
however, have come three encouraging factors; one, the creation
of the Railroad Credit Corporation, another the creation of
the Reconstruction Finance Corporation, and a third, the volun-
tary reduvction in compensation to emplovees. These are all
emMergency measures.

An important element in the financial situation of the
railroads is the amount of taxes they are required %o pay annual-
ly. These taxes increased year by year until the depression cut
go drastically the incoge of the railroads &s to redvce income
taxes. It is still true;_however, that in many states, if not
in all, there are locai nolitical units whese solvency is direct-
ly dependent.uvpon taxes vaid by railroads to such comumunities.

I cite, simply as an illustration of the point, a re-

cently quoted etetement from a member of the Ind;ana Public Serv-



ice Commigsion. In a case concerned with the abandonment of
certain unprofitable rail lines in his state, he said that if
such lines continued to be ahandoned some counties would find
themselves bankrﬁot. If such a situation exists, it can only
mean that jhe railroads serving such communities have been sus-
taining county sclvency out of funds invested in railroad vroper-
ty. While I anm hot directly informed about the matter, I would
be greatly surprised to learnthat these very counties did not
have improved highways which-had contributed to county indebted-
ness. |
| it is apparent that the entire financial structure of
the country would be tremendously affected by any collapse in
railroad finances. The effect would be felt through the length
and breadth of the country. This faoct becomes of peculiar im-
ﬁortance in view of the premise upon which the statement is based,
namely, that adequate railroad transportation service is essen-
tial for the economic prbgress of the United States.
| Since 1920 the Class I rall carriers of the country
have lnvested more than five billions of dollars in providing ad-
ditional facilities s0 as to bring their supvly uv to the trans-
portation needs of the country. They have been and are now vper-
forming a transportation service which is universally commended
both as eatisfactory and as adequate.

A large part of the railrbad transportation facilities,

however, which were created to take care of the entire commercial
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movement of traffic and to give the public adequate and efficient
service, is now unused. To be sure, the last two vears reveal
the effect of the severe depression under which we still suffer,
but as of January 1, 1930, out of a total number of 56,477 loéo—
motives, 6,813 were stored or, in railroad parlance, in white
.iead.- Ag of the same date there was a surplus of 476,234 freight
cars out of a total_of 2,a64,448. The last report as of January
1, 1933, shows 740,935 idle cars, or 60.1%. Out of 53,000 loco-
motives, 10,000 are idle. There are, of ecourse, other facilities
unused, such as train, shop, vard and track capacities. In a
word, the railroads are equipped to haandle the entire land traf-
fic of the country and with a safe margin over. Yet a substan-
tial part of that traffic is now diverted to other transporta-
tion agencies. The railroad obligations to meet the charges on
the ca@ital used to produce these facilities, however, still con-
tinue.

The rail carriers have quite naturally undertaken to
meet the situation of surplus facilities and the decreased de-
mand for rail fransportation service by reducing the number of
employees over and agbove those who are neceesary to meet the re-
maining demand. _This'situatién has affected such things as local
stations, many of which have been closed and the need for'em-
ployees at those points eliminated. The evidence.shows that
directly due to motor competition numerous railroad agensy sta-

tiong have been olosed. For example, since January 1, 1836, the
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Illinois Central Railroad has closed 85 stations and has eleven
other applicaﬁions for that purvose pending; 30 on the D.L. & W.-
all. that were not paying; 138 on the L. & N. In addition, locai
trains have been taken off and there has been a substitution of
electricégasoline cars for steam trains, particularly on branch
lines. There has also been a complete abandonment of certain
mileage directlyrattributable to highway competition. In the
Commission's report it is stated that -
"During the past fi%e years nearly seventy-five

per cent of the apvlications for authority to abandon

rail lines alleged motor vehicle competition as one

of the grounds for loss of traffic and decreasing

revenues".

In the three decades preceding 1920, revenue ton miles

of the railroads increased in each decéde an dverage of over 76
per cent and passenger miles increased during each of those de-
cades an average of over 61 per cent, while for the period from
1930 to 1928 revenue ton miles increased only 8.8 per cent and
passenger miles actually decreased 34.23 per cent. During this
latter decade there was a steady and large increase in thé gener-
al volume of production and of traffic. The railroads simply did
not get it as theretofore. That is, it went by other means of
transportation. Thése other means of transportation include motor
vehicles on the higﬁway, traffic through the Panama Canal, which
increased from 19231 to 1929 by 637.3 per cent, and traffic haadled

over the inldnd waterways, exclusive of the Great Lakes, which

increased from 1920 to 1928 by 93.5 per cent.
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There were also other féctors contributing to this de-
cline in rail traffic, such as pipe lines, power transmission
lines and air planes.

Transvortation over the highways is, the:efore, one faoc~
tor in the diverting of traffic from rail lines and, in our ooin-
lon, a most important factor. As I shall endeavor to show, thils
is selected and remﬁnerative traffic, so that the péroentage of
revenues would far exceed any percentage in actual tonnage. The
railfoads have no means of securing information of a comprehensive
and nation—wide character as to the specific amount of tonnage on
the highways. Railroad officials, however, and particularly traf-
fie solicitors,lneqessarily come in contact with this factor and |
rthey can get information with respect to the kind of commodities
handled on the highways énd gpecific instances as to quantity.
This is the best that the rallroads can do in the matter.

One rail cafrier, for example, made a careful investi-
gation as to the'specific amount of passengef and freight traffic
that has been lost by that line tb the highways in 1930. This
information shows that this one rail line lost nearly three and
one-half milllon dollars in péssenger revenues to the highways
and over $4,985,000 in freight revenues on comiodities specifical-
ly studied;

Thlis careful ﬁnalysis shows further intsresting voints
with respect to the character of traffic lost to motor tiucks on
the highways. Of the tonnage lost to motor truck carriers, 34.9

per ocent consisted of 1ﬁmber, logs, cross-ties, over 23 per cent
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consisted of general merchandise, over 7 per oeﬁt of fertilizer
and so on. As to loseses t0 thie line in revenmue, the greatest
loss was sustained on genersl merchandise, about 45%, followed
by miscellaneous commnodities, aboutilo per cent, and cotton, about
8% per cent. ~ It was further testified - _

"Ag to the olass of motor carrier competitors, it will

be noted that the total losses in revenue were to

contract carriers 32.91 ver cent, to privately owned

carriers 37.78 per ecent, to certificated carriers

23.31 per cent.!

It was not vossible to cover every class of commodity
in the above investigation, but on the basis of facts asoértain—
ed this road estimated that it lost not less than $6,500,000 to
highway truck carriers in 1930. This represented 1,335,532 tons,
or about 8 per cent of the total tonnage handled by the line,
while the loss in revenue was equivalent to 10.6 pér cent of to-
tal gross freight revenue.

This pioture, vresented by sworn testimony for tais
particular line, can probably be duplicated in every paft of the
country. The competitive relationshir between railroads and
highways 1s national in character.

It appears,.also, that formerly railroad traffic men
felt that truck competition was narrowly limited to certain types
of merchandise. Recent evidence indicates, however, beyond a
doubt that.truck overators are soliciting more and more xinds of
traffic. While still selective in thelr sollcitation, these op~
erators are apparently finding that wlith better roads and new

types of equivment they can handle such traffic as formerly it
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wag not possible for them to' carry.

S0 diverse are the kinds of commodities now being haul-
ed by truck, it is not possible to give a complete list. These
comaodities include, however, over and beyond general merchandise
and mlsgcellaneous freignt ofrevery kinq attractive to truck. oper-
ators, such qommodities as livestoék, fruits and vegetables, o0il
well supplies, oil products, dairy products, cotton, tobacco,
_coal,'canned goods, road materials, furniture and office fixtures,
paper and paper products, automobiles and automobile parts and
others. | |

And as to kinds of comrodities, while concentrated woon
l.c.1. or merchandise freight and while generally selective in
character, the list is progresaively extendihg to ali kinds of
traffic which truck operators feel can be handled by that agency.
‘Limitations of competition in this respect.have not yet been
found. ﬁotor trucks are definitely and progressively in the car-

load business.

IV

I desire now %0 turn briefly to an economic set-up of
transporﬁation by railroad and transportation by highway, for
the purvose of making clear certain lmoortant probleme as we

see ‘them.
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Railroads, with their facilities, and highways, with
their facilities, have the same end in view, namely, the sssential
service to the public of carrying goods from points of nroduction
to voints of consumption, enabling people to travel back and
forth speedily, safely and ocomfortably. The facilities in each
cage are necessarily adapted to the roadway over which they run.
In thie respect there is a rather broad difference between rail-
roads and highways as means of transportation. Different as they
are in materials aad construction, both as to roadway and equip-
ment, they meet on this commnon ground of service. Out of this
fact grow the problems of their relationship.

There 1s compe®ition today between railroads and high-
ways, both in passenger service and in freight service. The most
important highway'systems, and especially the Federal-State high-
way system, 315,000 milee, join large population centers built
uv by railroads and, hence, largely parallel and offer comveting
gservice with railroads in transportation. While there is like-
wise a certain amount of comvetition with resvect to lateral
highways —- the so-called local roads serving lecallties and
commnities —— theae‘are naturally t¢ a greater extent{ suopvle-
mentary and complementary to the railroads. On the whole, it
may be said tih=t railroads ahd'motor vehicles on the highways are
competitive when they seck to perform the same service and strive
to secure the same traffio. |

Railroads are common carriers, with all -of the rights,

regponaibilities, obligations and regulations involved therein.
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With one exception, they operate under state charters. All im-
portant carrie;é operate in more than one state, with about four-
" f£1fths of their traffic interstate. As Gomson carriers under
state and federal regulation they must handle all traffic offer-
~ed, with rare excentions, and at published rates and fares, de-
termined or approved by regulatory bodies, without discriminzation
or vrejudice as to persons, places or commodities. They must
meet all requirements as to nublic safety, convenience and li-
ability. .They must afford continuous, dependable aﬂd adequate
service at reasonable rates despite all difficulties. In a

very complete sense they are puplic servante, although a private
enterprise.

As a private enterprise railroads are operated at private
expense and are founded on the basis of private capital. Private
enterorise has constructed the g;cat systems of railroads in this
country and has been responsible for their develonment and pro-
gress. Private enterprise has had to carry fhe burden of vioneer
work, reap such rewards as 1t has been able and suffer such losses
a8 occurred. This appli?s both to road and eguioment. A4s a
private enterprise the railways have fully constructed and main-
tained both road and equipment at all times. Both their road
and equipment, as private property, are taxable and carry heavy
burdens of tax for the general support of the government. lBoth
to construct and to operate a railroad system requires a vast

accumulation of capital.
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The highwaye with their transportation facllities are
essentially differeat in many respects. The highway itself is a
government enterprise, laid out under government policy, construc-
ted and maintalned at government expense and, except for such
meager tolls as have been collected, exvenses thereon have been
met from fees and taxes. The highway ié‘government proverty and,
hence, not itself taxable. ¥hile the Federal government has
contributed, 1917--1930, $1,140,000,000 toward the construction
of an approved Fecderal-State highway systém, the title to the
highway remains with the state. Thé state or its sméller polit-
ical units.have title to, contrel, aind are responsible for, the
use of all publio highways. | )

Over tais public hignway roll private faeilities for
trensportation. These consist of small Enits. By far the great-
'est number are onrivate passenger automobiles with a total regis-
tration of over 23,000,000 in 1930, registered motor buses num-
bering 95,400 and registered motor trucks numbering 3,481,000
in the same year. A large percentage of these vehicles, verhaps
fron thirty to fifty per cent, operate within clty limits; the
remalnder operate on highwéys outside the cities on the sgo-called
rural highwaye.

The. private nasgenger automobile is in a class by it-
gself. It has supnlanted'the horse &and bugegy and the fanily coach.
I+t has beean and continues to be the dominating influence for the
improvement of highways: It does not revresent a commercial

enterprise sxcevt to a limited extent but rather a mixture of
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persgonal pleasure, convenience and comfort, and exvense. In
matters of personal pleasure, convenience and comfort, econouics
of competition, that is, the relation of incoie and‘expense,
plays a small part. The individual makes his decision on other
than a wourely commercial basis and general social welfare becomes
imoortant. Expenditﬁfes sre made for personal satisfaction. The
funds for such expenditures must be derived from the savings of
society over and aboée bare necessities. '

The overation of buses* and trucks is a commercial en-
terprise, It is carried on for vrofit. The unit is small and re-
quires little initialvcapital. Their operation is over & highway,
however, that has involved the expenditure of many billions by
the government, derived from fees and taxes, and for the construc-
tion and maintenance of which these motor-vehicles have only an
indirect expense and no direct responsibility.

Motor buses for the trénsportation of versons on a com-
mercial basis over rural highways are, generally speaking, common
carriers with the rights, resnonsibilities, obligations and regu-
lations pertaining thereto. There is a warked teadency toward
fleet operation, with transcontineatal systems in actual existence.
By neceeggity also to attract travelers their schedules must, to
gone extent, be vublished and fares made known. Like the rail

- wm em  mm ew o mer mw  me wey  me  mw mm W e oy e ek mmm  m e me e e sl e mm T ot e wew wmw me e

* 8chool buses numbering 45,000 in 1930, while engaged in gov-
ernment business and not touring the country, are to be
~excepted.
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carriers, the basis of charge is the individual as a transporta-
tion unit. With extended operations and increase in the fleet 6f
buses there has been a corresponding increase in organization,
through merger and otherwise, with the rise of-staté—chartered
corporations, The bulk of transportation by bus is still intra-
state* but interstate'carriage is important and increasing.

- Motor trucks for the transportation of commoditieé over
rural highways are either common carriers, contract carriers or
owner-operated trucké. In number, common carriers aré smallest,
representing only five to seven per cent as at preseﬁt reported,
but represent a much greater per cent of total mileage and ton
mileage since they are continuously operated. Contract carriers
represent fifteen to seventeen per cent in number and, likewise,
a much higher per cent of mi;eage and ton nileage. These %Wo
clasgses represent the bulk of the iarger and heavier vehicles.
The remainder, greatly outnumbering the other two classes, con-
sists of trucks owned and operated over the highways to haul the
ownersg! p:oduce to market, raw materialé to fagtory or to deliver
goods to jobes, to dealers or to consumers.

The area of competition'between railroads and highways
is not yet well defined but the record indicates a continuously
widening competitive field, both'in length of haul and in kinds of

traffic. This widening competitive field has resulted from a

- Er WS O WE T e mm S mm e W R vhE M U MEm amp v e M R mm o b wm e e ek e mm s

*Common carriers, intercity but intrastate .....287,2350
03 .12,750
Interstate........ Lttt e «veoa. 5,000
Sightseeing. ...... C et e et besoaan 3,750
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Trapid extensidn of hard surface or other highly improved highways
and from & rapid improvement and increased size and speed of motor
vehicles. |

In passenger traffic the private passenger automobile
is a strong competitive factor with both the rallroads and motor
buses. - Befo;e the motor bus had begun its rapid development, say,
from 1920 to 1985, the railroads had already felt tﬂe force of
this compefition, especially within the short-haul, day-~-coach
range, such passenger revenues showing a marked decline each year
while Pullman travel more nearly held its place. With the advent
of the motor bus, a new competitive element entered this field
in an effort to divert traffic from the raii carriers and the
private passenger automobile as well as to devélop new sources of
traffic of its own. Throughout, however, private passenger
automobiles have greatly increased in number, sveed, range and
use. As stated before, the basis of their use is not economic to
a very great extent but is rather the individual vleasure and
satisfaction of the owner. On the whole, transportation'by this
facility is more costly than by rail carrier or by motor bus. |

The motor bus, as a transportation agency, overates
both in a field outeide the rail service and as a direot competi-
tor with rail carriers. In terminal areas, partiocularly in large
cities, and to and from points not reached by rail, motor buses
afford a new service or have éupplanted the existing local serv-

ice of electric lines and horse-drawn vehicles. In both fields
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they have also developed new traffic. The competiiive gservice
wag at first local, the long distance motor bus hauls being 56 to
75 miles. In the 1éngth of haul, however, there has been a rarid
increase, now connecting all large centers of population, with
through service from coast to coast.

The motor truck got its first real, great impetus dur-
ing our country's participation in the_World War, 1917--1918, when
all available transportation agencies were being pressed into
service. Before that time it had been progressively supplanting
the horsgfdrawn truck and wagon and extending its rédius of oper-
ation as improved roads and improved equipment made it »nossible.

The railroads and the borée—drawn truck and wagon had
long since adjusted their operations ong-to the other with a
minimum of competition. It was a supplementary and coordinated
service, neither inveding the field of the other. This older
vehicle on the highways served in terminal areas for distributing
and collecting traffic. It was an owner-operated or a contract
carrier, In well-settled areas allhrail carriers had stations
five to ten miles apart within horse-drawn vehicle range. These
vehicles also served the railroad hinterland on both sides of the
track within the rail tributary territory. Thus there was agd-
justment and coordination of gervice to which industry, trade
and agriculture adapted themselves.

The motor truck hasg disrupted this relationship. Bet-
ter roads; much faster.vehicles with greatly widened radius;

more devendable service; spécial equipment for svecial service--
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these are important elsments in the new medium of transportation.
Advancewent beyond the horse-drawn vehicle range into the field of
l.c.1. short~-haul raiirocad traffic was made. Glasses'of commodi-~
ties handled were extended. Particularly within the past four
vyears further advancement hag come into long haul and carload
traffic of ‘increasing classea. Two hundred and fifty to 300

miles are claimed today to be an economical haul by modern trucks
with many citations to 500, 1200, 1500, or more, mile hauls. This
invasion has been made by common carriers, contract carriers and
owner-operated ftrucks. Theée o0ld non~comnetitive field of operation
is still there but greatly obscured by the vigorous development

of the new medium of transportation into a vast field of competi-
tion.

It secems t0 be uvniversally admitted today that railroad
service is still indispensable to industry, commerce and public
defense. One obvious reason is that there is no other means of
transportation whiqh offers facilities to meet fully all of the
needs of the ﬁublic for transportati@n service. The railroads
are equipped to handle all'fraffic everywhere within the fullest
_limité of such service. Neither as to passenger traffic nor as
to freight traffic do motor vehicles ,on the 700,000 miles of sur-
faced highway pretend to offer such complete, dependable and com-
prehenegive service. |

Ta meet the needs of the shiﬁping and traveling public

and for mail and express, the railroads have equivped themselves
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with progressively improving devices and facilities. New types

of cars, multiple tracks, sidings, spurs, yards,rpassenger stations,
freight depots, safety devices, facilities for comfort, conveni-
ence and safety of the traveling public, for protection, handling
and debendable delivery of goods —-- these are concrete evidences

of railroad effort to fulfill the duties, responsibilities and
cbligations of an indispensable public carrier.

If the raiiroads and ali their properties were suddenly
annihilated there would not be left a corresovonding duplicate gy s-
tem of transportation via highway. There are relatively few and
small motor freight depots and whgt do exist would be obviously
wholly inadequate to meet the needs‘of the shipping public. gar-
rying on from the horse-drawn truck gnd wagoh, such motor trucks
have tended to avoid the buildiag up of depots, yards and such
facilities, lérgely hauling from shipving floor to reqeiving floor.
Thus, i all motor trucks weré suddenly to vanish there would be
left small vestiées of facilities to show that they had ohce oper-
ated. Likewise, this is true of motor buses with their small
waiting rooms, if any, and_their use of hotels at the travelers'
expense on longer journeys. This lack of evidence of substantial
investﬁent adds to the public feeling of fundamental dependence
on rail carriers. It lends substance to the statement that motor
vehicles use the public highway as a place of business which en-
ables entrance into this transportation field at very small ini-

tial cost.
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The broad relationship of these two methods of tfans—

portation, therefore, may be summarizéd from this énalysis as

follows:

(a) Railroads are common carriers of freight, pas-

sengers and mail, with full respongibilities and with
equipment and facilities t0 meet them. Motor truck
vehicles are common carriers, contract carriers and
owner-operated trucks, neither equipped nor able to
meet the full transportation demands of the publiec,
Motor buses are common carriers for the most part but
equipped to carry only a small proportion of the trav-
eling public and without complete facilities for the
comfort, convenlence and safety of this traveling pub-
lic,

{(b) A railrocad represents a vast investment of
concentrated capital that is fixed and must be used
or lost. Motor buses and trucks and private automo-
biles may be obtained as independent transportation
units at small cost and enable individuals to enter
the field of transmnortation.

(a) Railroads are a wholly private enterprise,
depending upon revenues from transportation service to
meet all operating, road maintenance and equipment
maintenance expenses, and return upon investment.
Hotor wvehicle operations are a mixture of public own-
ership as to the highway itself and private enter-
prise as to facilities operating over the public
highways. As private enterprises, railroads are
wholly responsible under regulation for mainten-
ance of roadway and equipment and for safety to the
public, Motor vehlcles depend upon & government-own-
ed and a government-maintained roadway and meet such
charges as may be imposed through fees and taxes.

(d) Railroads are indispensable to the public
as a medium of transportation in time of peace and
ag an element in public defense. As an indisvensable
agency of transportation the rallroads must be sus-
. tained whatever the competition may be. Motor ve-
hicles are a useful, if not indispensable adjunct to
this fundamental transportation by rail.

(e) Railroads and motor vehicles are directly
competitive in ocommercial service, both for passen-—
- ger traffic and freight traffic, wherever motor ve-
hicles have extended their operations into the field
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of service offered by rail carriers.
(£) Where railroads and motor vehicles meet in
comoetition in commercial service, this competition

finally settles down to two points, namely, rates
and service. _

Rates and Service

Rates and service are inter-related. This is true both
as to passenger fares and as to freight rates. A passenger will
ray something additional for a service he_wants. A shipper will
pay a higher rate for a peculiarly setisfactory service. A lower

fare or a lower rate will attract traffic,

A

As to bus passenger fares, they are, on the whole, suf-
ficiently lower than raill fares to apreal to an'economic class
who feel that thev prefer or can afford such service. They will
have anre money to spend otherwise. As to fruck rates within a
radius uo to 75 miles, the charges are generally lower than by
rall when cartage at origin and destination are included, but as
the haul extends bYeyond such radiue, truck charges rise to meet
rail charges.

Rates and fares come finally to.rest on the basis of
cost. Competition between rail and highway transvortation, so
far as rates and fares are concerned, Will be determined by the
rolative elements of.expenses of operation, including cavital
charges. Uvoon this compllicated subject, wrevious analysis throws

some light. It may be viewed from the aspect -
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(a) of expenses for construction and maintenance
of roadway: '

(v) of exvenses for overation and maintenance of
equipvment; and

(c¢) of exvenses for overation and maintenance of
termiral and accessorial facilities.

‘Roadwax

The relative elements of exvpenses for construction and
maintenance of road for rail carriers énd of highways for motor
venicle qompetitors afford the greatest difficulties. Here is the
government, on the one hand -- the highwéys -- and private enter-
‘prise -- the railroads —— on the other hand, Government may be
el ther federal, state or local. As stated before, the state owns
and controls the state highway systen, ﬁith local county units
and amnlcipalities. The federal government contributes annual;y
in federal aid to certain roads. The governmeﬂ% derives 1ts funds
for highway construction and maintenance from fees and taxes, and
pays no interest on funds invested. Rall carriers hire their
funds from the money markets for construction and look to revenues
for maintenance. Over goverament highways run more than
23,000,000 private passenger automobiles on a non-commercial basis.

A broad comparison of the elements of exwenses with
respect to roads for rall carrieré and highways for motor vehicles
is given in the following statement.

(a) For class I rail carriers in the four-year
period 1937--1930-~
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(1) An average annual carrying and meinten-
ance charge for road of $1,110,297,608

(3) An average annual payment of property
and income taxes for supnoxrt of govern-
ment of $377,694,835.

(3) An average annual carrying charge and
maiatenance of road and taxes on all
vroperty of £1,487,993,434.

(b) Public road income from registration fees
and gasgoline taxes, for veriocd 1931--1930
(except 1932 for which no information is
available), aoproximately $4,051,120,000."

(¢) Total disbursements in same veriod. by state

and local authorities for highway purnoses
$11,142,252,000.

(d) Special taxes mentioned in (b) on motor ve-

hicles in this veriod were avvoroximately
36.3 per cent of disbursements (in 1921--
10.8%) .

{(e) No taxes were levied on highways because
government property, and no interest paid
on funds so invested.

It is obvious from these facts that the government has
paid out of general tax funds approximately €3.7 ver cent of the
construction and maintenance costs of highways used by motor ve-
hicles. 1I% is also clear from the annual figures that there is
an inoreaaing burden being imvoged upon motor vehicles ia the form
of snecial taxes. And yvet, according to the latest available
figures -~ 1830 -~ funds for highway construction and maintenance
outside cities were derived proportionately 56% from general tax
fund and 44% from taxes on all motor vehicles.

Taxes on all motor vehicles fall far short of vaying high-

way expehditures even for rural highways, namely, outeide incorpor-
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ated places and outside thickly settled New England towns. In
these taxes are those paid by the twenty—three'million private
passenger cars operated 1argeiy on a non;eommercial bagis. These
taxes also include p;aotically all moneys paid by motor.vehicles
operating within city limita and not using the highways. At
least forty to fifty per cent of these taxes should, therefore, be
deducted if the amount p&id by the users alone is sought. The
rail carriers, on the contrary, have fully met all rocadway and

maintenance costs and have paid taxes on the roadway.

THE ANALYSIS TEUS FAR HAS REVEALED CLEARLY THAT:

A. THERE IS ONE IMPORTANT TLEMENT OF EXPENSE IN
RAILRCAD OPERATION THAT DOES NOT APPEAR IN
MOTOR VEHICLE OPZRATION, NAMELY, A TAX ON

‘ . YROAD" FOR THE RAIL CARIIER AND NO TAX ON
THE HIGHWAY FOR THE MOTOR VEHICLE.

B. ALL MOTOR VEHICLES HAD PAID ONLY 36.3 PER-
CENT OF THE VAST EXPENDITURES THAT HAVE
BEEN MADE BY THE GOVERNMENT FOR THE CON-
STRUCTION AND MAINTENANCE OF THE HIGHWAYS
IN THE PERICD 19231 -~ 1930.

0. RAIL CARRIERS HAVE CONSTRUCTED AND MAIN-
TAINED THEIR OWN ROADWAY. -

At this point, certain fundamental questions arise. Do
commercial motor vehiclés of the heavier types destroy highways
that would be suitable for pasgenger automobiles and light trucks?
What additional cost, if any, has there been for construction and
maintenance of highways due to commercial operations by heavy
buses and trucks? Do these heavier commercial vehicles pay ade-

quately for their use of the highways? Do commercial operations
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as & whole pay adequately for their use of the highways?

As to the answers to these inquiries, there is an ap-
varent difference of ovinion between experts. There can be no dis-
agreement that private automoblles, light tricks and heavy commer-
cial vehicles,‘taken as a wnole, have by no means paid for the
highways which they use. On the other imquiries, expert ovinion

is as follows:

(a) Wita one exceviion, namely, the Director of the
Bureazu of Public Roads, in his statement I.C.C.
Docket 23400, expert ovinion holds that --

(1) Heavy commercial trucks and buses will
destroy or wear out highways guitable for
automobiles and two or three toa trucks. -

(2) Highway specifications, largely following
the formula of the Bates Road Tests in
Illinois 1930--1923, call for a road to
socommodate heavy vehicles at a substan-~
tial additional cost for construction

and maintenance.

(3) This additional cost has been calculated
ag $3,000 per mile or 15 psT cent in
gouth Carolina by Moorefield; as
$121,371,000 from 1923 to ;923 and
9,913,000 annually in 11119013 by Older;
ag requirements of double the strength for
three-ton vehicles and three to five
times as strong for vehicles up to fifteen

tons by kervin.

neavier vehicles constitute about
(#) f?§53042% of the total number of vehicles
using the highways. For example, the
governor of the State of Virginia an-

coat of $10,000,000 for re-
nounes & : bridges in tﬁat gtate to ac-

onstructing
gommodate only two per cent of the ve-

hicles.

e apparent gontrary oOv
(®) Egctob of the Bureau Of
assumption that only rné!

inion steted by the Di-
Pubiic Roads was on the
asatic tires or balloon
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tires would be used on motor vahicles. As a ,
matter of fact, s0lid rubber tire motor trucks
are plying all highwavs throughout the country.
He further asserted that the thickness of the
road regquired by an automobile or very light
truck would call for roads about seven inches
at the edge and elx inches at the center re-
gardless of load, because otherwise the sur-
face would "curl up lite tiseue paper in the
rays of the sun * * * the frost heave would
destroy thern". This statement, however, is
directly opposed to the experience in the Bates
Road Tests which form the foundation of the
gpecifications in forty or mors states.

If the analyseis is correct so far, then another con-

clusion becomes obvious:
HEAVY BUSES AND TRUCKS ABOVE THREE TONS OR EQUIV-

ALENT, CONSTITUTING ABOUT TWO PER CENT IN NUMBER OF
TOTAL VEHICLES, SKOULD PAY ALL ADDITIONAL COSTS RE-
SULTING FROM ROAD DESTRUCTION ON HIGHWAYS TOO LIGHT

FOR SUCH TRAFFIC AND ALL ADDITIONAL CCSTS OF CON-

STRUCTION AND 1AINTENANCE OF ROAD BUILDED FOR THEM.

There ig no evidence that any such sums have been paid or are now

being paid by them.
And, finally, with respec
re ia the gubject of ralilroa

t to relative costs of road and

d-highway grade crossings.

highway, the

243,809 such cropsings. Year by year more such
]

In 1929 there were
an are avolded or closed by relocation of

.Crosaings are created th
For safety protectlo

ation by overhead or under

n at these grade eroasings and for

highways. .
ground passages, the rail

their elimin

gxpend more than twenty-five million dellars

carriers have 10
spital expenditures for them of little

per year, resulting in ©



31

or no productive value but making for safer operation for highviay
transportation. A fair rule of equity is that the ageﬁcy creating
the additional hazard should be resnonsible for and pay for vrotec-
tion against that bazard; or, the parties directly benefitted
shonld pay the cost.

Equipment

In respect to expenses for and maiatenance of equipment,
there is a clear comparison between rail and highway transporta-
tion in the matter of rolling stock. Here is private enterprise
vs. private enterprise. . Whatever differences exist are due to
differences in size and character and to causes running back to

the necessary adaptation of equipment to road.

Even here the rail carriers have been restive under a
burden of digeriminatory property tax. Railroad property,--road-

way, stations, yards, rolling stock -~ can not and doeg not es-

cape proverty taxes. Studies by rail carriers in various states -~

Tennessee, Kentucky, Arizona, ¥ansas, New Jersey - indicate be-
yond & doubt the truth of the statement made before this Com-~

mittee by the New Jersey delegation that motor vehicles in inter-

state commerce escape & jﬁst'burden of property taxes. The
Nashville, Chattancoge & 8t. Louls Railroad has studied the con-
]

d1tions in this respect in 66 counties and on the basis of their
information have refused 10 pay further discriminatory taxes and

have been granted a temporary injunction against their collection.



33

Terminal and Accessorial Facilities.

In respect to expenses for term1na1 and accessorial
facilities, there is to be conegidered, first, the more complete
equipment of rail carriers in the form of pagsenger stations,
freight depots, yards, etc. Here, also, is the complication of
government, on the one hand, and private enterprise, on the other.
It will remembered that practically all funds from special taxes
on automobiles are alloccted to rural highways, that is, to roads
outside of incorporated places and outside of thickly popvulated
sections in New England tovns. 1In cities and towns, the réspons—
ibility for construction and upkeep of road —— streets -~ rests
with the local government. All but an insignificant portion of

the funds for thig purpose are derived from special assessment
The "road" in terminal arcas and towne is,
It is

and property taxes.
therefore, practically free to commercial highway users.
estimated that one-~-half of commercial truck operations takes vlace

within city limits, The figures show that common carrier buses in

1929 paid $17,946,519 in taxes but, of this amount, "buses in city

overation" contributed $8,553,481, or almost fifty per cent.

The "road! for highway‘operation in terminal areas repre-_

sents the expenditure of billions of dollars derived from property

taxes. As public property it 1s not taxed. No interest is derived

from the investment. Terminal propertics of railroads must pay

their own way in every respec

interest payment on capital invested,

t ag a private enterprise, including

and, as private property,

they are liable 10 taxation.
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The second vhase of thie comnetitive relationship is
service. The factors here differ somevwhat as to passenger traffic

and freiyht traffic.

(1) As to passenger traffic, the attractive ad-
vantages attributed to motor bus service are -

(a) That the public has become automobile-
minded as a result of tae extensive use
of the private passenger car and the
motor busg is in reality a kind of commun-

" ity passenger automobile car.

(b) That there is greater personal contact be-
tween the motor bus operator and passengers
than can be had between rallway passenger
employees and passeéngers in rall service.

(c) That highways pass through a different sec—
tion of the country thin railways and bus
passengers can see both the road ahead and
the country through which they are being

carried.

That there is less noise and greater free-
(@ dom from smoke and dust by highway than by

rail.

there is greater frequency of service
(e) £?:§ s far more flexible gchedule and, there-
fore, increased convenience by motor bus,

is more responsive to the
wishes of pasgengers in that they stop more

t0 a more
requently and carry passengers
goggenient point at destination.

(f) That the motor bus

ending to divert

i actore t
ks, to2 ; ilroads are held to

(3) 4s to b fic from the Ta

freight traf
be ~

(a).0ver—night gervic
door.

e from store door to store
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(b) A Emalier transportation unit, thue making
gogflble lower inventories in the hands of
ealers. )

(¢) A more flexible service than is possible on
the rails,

(a) A complete transportation service from origin
to destination by one agency.

(e) More direct and.personal contact between the
shipper and the transportation agency.

(f) A service more directly responsive %o ship-
pers' or consignees' wishes by non-gchaduled
rush service and service veculiar o the
needs of an individual business.

(g) The elimination of packing requirements and
cost.

(n) S%ore¢door feconsignment without transfer.

(1) Elimination of re-handling and consequent
loss and damege.

It will be observed that these advantages of highway

transportation are held to be within the field of competition be-

tween rail and highway service. The increased usefulness of motor

buses and trucks in the field outside of railroad service, namely,

in developing regions not served by rail, and in terminal areas,

18 not involved.
Transportation by railroad has been regulated for many

years by State laws and by the Interstate Commerce Act and related

Aots. The first regulation was aprlied to railroad transportation
alone because at thet time the railroads were the only important
transportation agencies engaged in interstate commerce. Later, a

limited regulation was, by the Interstate Commerce Act,avplied to
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transportation by water in conjunction with failroads and to pive
lines. The chief purvoses of this regulation have been ~-

(&) To have an independent and informed body to ex-
amine into the fairness and reasonableness of
Tates and fares charged in the light of avail-
able information.

(b) To prevent the charging of excessive rates angd
the enforcement of unreasonable rules, regu-~
lations and practices.

(¢) To prevent discrimination by sscret rates or
by rebating, by charging different rates to
different shippers based on the amount of their
tonnage and to prevent undue prejudice in
rates as to commodities and vlaces,

(d) To prevent the unnecessary addition or aban-
donment of transportation lines by requiring
certificates of public convenience and neces-

sity. ]

(e) To assure adeguate and efficlent traunsporta-
tion service at all times.

(#£) Requirement for adequate protection of em-
ployees, the traveling public and property
and full responsibility for injuries, losses

and damages.

This regﬁlation has tended greatly to stabilize railroad

transvortation and rail rates. Every shipper now knows what his

competitors' rates are and all shiopers in the same community must

be placed on an equalitvy. The rates as between communitles may

not be preferential or nrejudicial.
Unless the same vrinciples of regulation are applied to

motor'vehicles for profit on the highways, then, so far as common

carrier and contract carrier operations by such vehicles are con-

cerned, there may be discrimination as between ghiopers in the
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same community; a shipper with large tonnage may get lower rates
than a shipper with a small tonnage; shippers in larger communi-
ties, becausé they naturally attract the motor truck ogerator,
may have transportafion that is not available to those located
in smaller communities; hotor vehicle rates may be made so as to
discriminate between coumodities and between communities. There
can also be so much duvlication of service that no one may be able
to operate with a reasonable profit and so be able to vrovide gf-
ficient service. Some highways may become over-loa&ed, Thus, in
principle, every important consideration that required and justi-
fied regulation of rallroads as agencies of commerce noWw applies

to motor wvehicle transvortation.

And, further, if rebates and undue or unjust discrimin--
ation are wrong if engaged in by railroads, can they be right if
engaged in by their competitors? Can a large part of the traffic

of the country be allowed to move subject to rebates and the grant-

ing of unjuet discriminations, while these acts are forbidden

under venaliy as to the balance of traffic? Since these competi-

tors have voluntarily entered into the field of public transporte-

tion service, should they not assume_obligations and responsibil-
1ties to a corresponding degree?

It is not, however, to be assumed that there have been no

regulatory measures adopted with regpect to motor vehicle trans-

portation. For the railroads, regulation began with the states.

For motor vehicles, regulation has begun with the gstates. As to
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-railroads, the most comprehensive regulation is now interstate
but as to motor vehicles interstate operation is very largely un-

regulated.

In considering the subject of regulation applying to
motor vehicle transporfatidn, it must be remembered that the high-
ways belong .t0 the individual states and the responsibility for ob-
taining revenues to improve and maintain them, as well as for pro-
tectingthem and fo£ prom?ting public welfare through their use,
rests with the individual states. An examination of state laws
adopted for the regulation of motor vehicle transportation intra-
state shows that these legislative efforts have been directed to

the following rurvnoses:

(a) Some form of regulation or some requiremsnts for
operation over highways exist in every state ex-
cept one -- Delaware; requirements under the
police power are largely centered in the state
highway departments, while regulations correspond-
ing to the public utilities and railroads are
centered in the public utility, railroad or
corresponding commlission of the State. Delaware
has no such commiseion. Kentucky has given juris-
diction over buses to a Conmissioner of Motor
Transportation and over trucks to the State Tax
Commissioner. Washington has given jurisdiction
over highway transportation to the Department of
Public Works and West Virginia to the State Road

Commission.

(b) In all states where gome regulation or require-
ment has been imposed upon highway operation, the
evident purvose has been, first, to protect the
highway, assure as far &as possible safety to
the public and impose, through the form of taxes,
a payment for the use of the highway; Fecond, cer-
tain prerequisites of overation, principally upon
comnon carrier operations but in some cases upon

: so-called contract carriers, in the form of a
certificate of vnublic convenlence and necessity
or & permit; third, an assurance of reenonsibility
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for damage or injury either to the persoas or
prOpe;ties transported or to third parties; and
fourtn, the-power to fix rates, fares and. charges
and require publication thereof, together with
time schedules, confined almost whollv to common
carrier buses. )

(1) Under the reouirements for the protection of
the highway and for safety to the public are
restrictions as to the length, width, height
and weight of wvehicles operated. These re-
quirements are different in different states
but as to length vary from 38 feet in New
Jersey to 50 feet in South Dakota for a single
unit, and from 40 feet, as in Massachusetts
and Indiana, to 85 feet in a nuuoer of states
for multirle uvnits. The width requirement is
almost uniformly eight feet. The height limi-
tation runs from 12 feet to 14 fect eight
inches. The limitations to weight, where re-
quired, run from 12,000 pounds to 65,000
pounds. Some states make separate require-
ments with respect to trailers and combina-
tions of vehicles. There are also sveed lim-
itations but in theee there are great vari-
ations among the states and within the juris-
dictions of local governments.

There is no uniformity with respect to the
imposition of taxes uvon commerclal vehicles
for overation over highways. There are two
general tyves of such taxes, one.a flat annu-
al fee or vercentage of revenues, the other
on some form of mileage basie. The flat fee
gives Tecognition generally to size and weight
of the venicle. This is lixewise trus of the
forms of milezge taxes, although the latter
vary more directly with uss. Practically
everywhere there 1is, in addition, a gasoline
tax, which varies from two to seven cents
among the states. There ig general recognl-
tion also of the difference in effect upon
highways of pneunatic tires and golid tires
and as to tihe number of wheels, indicating a
recornition of a factor that the wheel base
in contact with the pavement is ao imoortant

consideration.
(2) The prerequisites for operation, confined

ie ] d trucks,
realy t0 common carrier buses an
égesceztificates of public convenience and
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necessity ootained from the state body having
Jurisdiction and, in case of protest, after
public hearing. In soue cases a permit from
the regulatory body is reguired for proverty
carrisrs oocerating over irregular routes—-

& kind of semi-common carrier.

(3) In wmany states also there is a requirement of
e. bond for indemnity or liability and to in-
gpure the vayment of fees, taxes, etc.

(4) The states that have gore farthest in the de-
tail of repulation with respect to highway
operation have included in their laws the
power within the regulatory body to fix fares
and rates or charges and determine routes,
rules and practioces.

A survey of state legislation shows that earliest inter-
est was aroused in the question of public safety and connected di-
rectly with speed. Later came conceérn with resvect to the protec-
tion of the highways that had been built and interest was aroused

in the weight of motor vehicles. As bus operation develoved on a

common carrier basis, the princinle of certificates of convenlence

and necessity was applied to them as had bean applied to rail car-

2 i 1. form of common car-
riers. And, agaln, as truck operation took tI

rier service attemni was made to carry the same principle over in-

to their operations. Soume concern aloo has been displayed with

respect to the fares, rates and charges by guch comsion carrier

operations and provision hes been made in some state laws with
- 7.
regpect thereto. This meana the application of another regulatory

on the
vrinciple in railroad operation to common carrier service

highways.
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State laws in recent years have been rapidly changing and
have extended the power and jurisdiction of regulafory bodies over
intrestate operations. Since the Supreme Court decision in the
Buck case in 1935, however, there has beei a hiatus of regulation
and legislation with resvect to interstate traffic. This lack of
Jurisdiction over interstate operation has been a disturbing and
demoralizing factor in iatrastate highway transportation on this
account. No interstate operation, because it is interstate, ought
in justice to escape any reasonable reouirements deemed wige and
prover by any state in meeting its resmonsibility for obtaining
Tevenues to improve snd maintain the highways which 1t owns, as
well as to protect them and to promote public welfare through
their use. In every practical sense a truck is a truck or a bus
1s a bus when operated over a-étate highway, regardless of whether

or not it is engaged in interstate commerce.

There‘is an obvious lack of uniformity among the states
in 811 factors of regulation and requirements as to highway trans-

portstion. Different requirements exist also among the sﬁates in

some agpects of state regulation with regpect to rail carriers, as,.

for ingtance, length of train and full crew laws. But the domin-

ating factor tending to waniformity in regulation and requirements

for railroads ie Federal regulation. For highway operation there

18 no federal regulation or requirement; interstate operations are

oW,
proportionately very few, though increasing and important n
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From the fact of state ownership of and responsibili ty
for the highways and from tae fact that commerciél overations over
these state highwaye are so largely intrastate, it followe that
the foundation of just and reascnable regulations and requirements
for such comuercial operations must be laid by the states. Feder-
al action should fil® the hiatus existing as to interstate commerce.
Since such foundation has already been lalid by the states, action
by the Federal government is now due in order that interstate op-
erations shall not escape just and reasonable requirements and
regulation impoéed upon the intrastate operations over which the
etate has jurisdiction. If federal action should first tske the
form of requiring interstute operation to meet in a just and
Teasonable way all state regulatioﬁs and requirements, then such
interstate operations will have imposed vpon them progressively

the improved regulations and Tequirements adopted by state legis-

latures.
Thus, then, attention is focused on state action with

respect to highway commercial operations. The vresent status of

such aotion'is far from satlsfactory, lacking not alone.in uniform-

ity and enforcement but also in a fully informed and scientific

basis. Progress lies in these directiong:

i ! he ni for
opnition that the use of the highway I
(e) go;;grgial purvoses in the field of competition
with existing transportation agencies is 3?- o
gentially different from the use by the oriva

paazsenger cars.

(b) Commnercial use of tne public highway in this

i st be
conomic pronosition and mi
fiel@-ig-ﬁn-f sma maaia of all elements of cost.



(c)

(a)

(e)

(£)

(g)
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In Fhe_construction and maintenance of public
highway's oven to comaercial use, careful consid-
eration must be given to all additional costs in-
curred due either to width or strength of surfac-
irg, stronger bridges, wear and tear, grades and
locations, and all such additional costs should
be charged directly against the commercial users
on a Jjust and reasonable basis.

Full jurisdiction and power of control should be
given to0 some appropriate body over the number,
character, size, weight, width, length, height
and speed of all motor vehicles operating over
highways, with adequate force to enforce the law.

Recognition nust now be had of the fact that motor
vehicle operations, both in passenger and in
freight service, have reached the degree of im-
portance to affect the condition of existing trans-~
portation facilities and, therefore, must bear the
corresnonding responsibilities of that vposition,

in view of the fact that such existing transvorte-
tion facilities are nublic service agencies and
are essential to the public weliare.

go be had of the fact that com-
especially by trucks, have be-
ant influence in business com-
petition that the rates charged affect the comoeti-
tive relationship of menufacturers and merchants
and, therefore, rise above a mere private trans-

action. .

Recognition must al
mercial operations,
come such an immort

And finally, recognition mist be had of the fact
that in tae competitive relationshlp_betveen_rall—
roads and commercial operations on the highways,
conditions can not be fair, the true economlc
status cannot be determined, motor velicle trans-
portation cannot develop on a stable economiC
foundation, regulation Will be undermined and

an egsential industry will be phreatened so long
as railroads are 80 oompreh9n51ve;y regulated

in all essential respects, 1nc}gd1ng rates, '
while highway commercial operavlons do not pay
all legitimate costs, are left free to give rg—
bates, to discriminate betweea persons, commg i-
ties and places and to select only the traffic
most desirable %0 handle.
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In the consider;tion of the quéstion 28 to what shall
be the terms and conditions nrerequisite for operation in inter-
state commerce overlthe highways, that is, prover regulation under
public- authority, so that compétitive relationships may be fair
and just and coordination most effectually achieved, there are

these methods of approach:

1. To relax and liberalize certain regulatory provisions

now applving to rail carriers;

2. To impose corresoonding regulatory provisions over high~

way operations in interstate commerce; and
3. A combination of these two methods.

There is, of course, something thal may be done under

existing conditions and without substantial change in the present

Interstate Commerce Act and that is a more liberalized administra-

tion of the provisions of that Act in view of changed conditions.

Attention is seriously directed to the following:
1. The need for the Comulssion to give due consideration
acing competition on the highways in adminis-

to the new and men

tering all the provisions of the Interstate Commerce Act as apply

t0 rall carriers.

2, The rigidity and inter-
e handicaps which face the rail carriers from

relationship of the vresent rail-

rate gtructure and th

the progressive apnlication of the transvortation-at—-cost or

zoning, or mileage rate theory now apparently held by a majority

of the Commission.
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3. The patent fact that the fundamental concept lying. at
the base of railroad :eguiation in the provisions of the Interstate
Commerce Act, namely, the natural monopoly of transportation by
rallroad, is no longer tenable to the extent that an alternative
choice of facilities is being offered to and utilized by the

shiovers of the country.

4, The fact that as the volume of traffic available for rail
carriers, due to diversion to comwetitive tywes of fransnortation,
becomes smaller, the inevitable consequence is the imvosition of
heavier charges upon that traffic which must of necessity use rail
transportation. The obvious reason for tais is that a railroad is
a business with a high provortion of fized costs and these costs
do not decrease in step with a decrease in traffic. '

The specific handicaps that have been cited by rail-
roads as standing in the way of fair terms of competition between

trucks on tﬁ% highway and rail carriers are, in general, as fol-

lows:

1., Rigidity of Rates. There is the general rigidity of rates

for rail carriers ag the resuits of a structure carefully balanced

throughout the country. If a rail carrier undertakes to meet

combetiti&a rates locally, there is a liebility of disturbing the

general balance of rates and affecting in manifol@ ways movements

Wholly unconnected with the local comoetitive situation.
T+ was pointed out, for example, that under the Commis-

sion's decision in I. C. C. Docket 13535, applying to the South-
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west, if a carrier undertook to reduce rates to meet a local com-
petitive situation created by a truck operation, then numberless
adjustments would have to.be made in other traffic to conform to
the rate pro-rate principle in that decision. Inevitably the los-—
ses that would be sustained not only bv the carrier immediately
affected by the truck comretition but by other carriers in other
movements would far outweigh the local situation.

As a further illustration of this comvetitlve element,
one carrier cited the amovement of 10,000 to 12,000 tons of sugar
per year from Philadelphia out to a destination 55 miles distant.
This sugar is now handled by trucks which secure a return load
Aof products from this sugar of from four to five thousands tons
a yvear. The carrier felt that it could meke a rate that would
have retained both the sugar and the products if it had been free
o do go. It was restrained, however, by the fact that if this
reduction was made to meet this loocal competitive situation, it
would probably disrupt the raies on sugar from New York to Allen-
town, Bethlehem, Wilkesbarre and Scranton and from Baltimore into
the Reading Disfrict end extend so &s to disrupt the whole sugar
rate structure east of Pittsburgh and might extend into the New

Orleans district and ultinately involve even the Pacific Coast

rates on sugar.
2. Provisions of Interstate Commerce Act. The rail carriers

tition wl th

testified fhat they were further handicapped in compe

highway transportation by provisions of the Interstate Commerce

Act, at least to the extent of its administration by the Commission



46

during recent years. Aitention was called to the Commission's
interpretation of discrimination under Section 2, which would be
brought to the front by any efforte at rabe competition with local
truck overations. This wae true also of the administration of
Section 3. B8ection 4, the long and short haul clause, is a limit-
ation unon the rail carriers which does not avmly 19 highwﬁy trang~
ﬁortation. Section 68 of the Act requires notice with respect to
rate changes and suspensions are provided for in section 15, thus
delaying rail efforts tv meet competitive situations that have
suddénly developed, from which liamitaticons also highway operations
are exempt. The Act cails for an observance of freight classifi-
cations, which provisions likewise do not apoly to their unregu-
lated competitors on the highﬁays.

The difficulties that grow out of this condition of
railroad regulation,.as contrasted with the unregulated highway
transportation, are of paramount-importance. Under severe penalty
railroads must comnly with the Commission's interpretation of those
provisions in tha Act, Sections 3, 3 and 4, which deal with rate
discrimination and undue prejudice as to versons, commodities and
localities. All shippers must be treated alike and charged rates
The evidence shows conclusively, however, that high-

known %o all.

way operators can and do with impunity digcriminate as to persons,

as to commoditiss and asg to places. Thore very evils which were

publicly condemned by the insistent public demand for regulation

of rail carriers are today in existence and are of growing im-

portance in highway transportation. Successful comnetition under
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suck conditions avvears 1o rail witn2sres to be practicslly im-
poacible. .

3. Common carrier resconsitility. The rails as common car-

riers have res»onsibility for meseting fully the pvuklic require-
rents for transvortation ssrvice. A corresvonding resconsibility
does not attacn to their comcetitors uvoa the highways.

Tnege comrwetitors can operzte Oor ceasa to overate when

-

they so derire.

A particular feature of this reswonsibility is the oo-
eration of traians at a loss. Ia maxy Iastances train scaedules
are under the regulation of a state and trains can only be elim-
inated by consent of th2 regulatory dodv. In conssequence, many
local train operations todey ray little or no more than for the
wages of train crews. They must, however, be operated. There

is the further oblipetion for carrying express and mall which the

rall carriers can not eccape.

4. HNon-nroductive capital expenditurss. Attention was di-

rected to the large capital expenditures required of rail carriers

from whick 1little or no bersfits are derived. Instances of these

exoendi tures are for safety avpliances such as signal devices and

sutometic train control devices. Of mors importance, and of in-

Creaglng importance, Are the expenditures for elimination of high-

way grade crosgings. Ivery ysarl the exvenditures by the rail car-

riers for the proteoticn and elimination of grade croasings in-

crease. The irony is that thupe safety expendltures, of 1little
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or no benefit %o the rail carriers, make directly for safer oper-
ation by their competitors on the higliways.

5. Covernment subsldizing of competitors. Many rail witnes-

ses testified to their bslief that highway overations in competi-
tion with rail carriers were being subsidized by the state and
yederal governments through the exvenditurea for improvements and
maintenance of improved highways out of the general tax fund. To
this tax fund the rail carriers are compelled to contribute 1ib-
erally. Thus, the operating expenses of the rail carriers are
increased while their competitoré are relieved from legitimate
overating charges and pay nothing in taxes to the railroads. Op-
posing witnesses pointed to the traffic created for rail haul by
roadbuilding and the automobile industry.

It is apparent that all these handicaps create problems
in the competitive relaticnship between railroads and highways.

Steps have been taken o achileve e’fective coordination

between rallroads and highways already.

(a) In 1931 sighty-ons railronds were operating 4,000
buges over 50,000 miles of bus routss; 60 railroads
were overatinz 7,000 trucks, exclusive of the

Railway Zxpress Agency trucks.

(b) Due to differences in, and lack of proper regu-
lation, railroad opceration on the highwayso 1s
practically all through subsidiaries.

(c) Perhape the most widespread effort throughout
the countTy, involving some element of coordin-
ation, haz baen the substitution of motor bus
service aand motor truck service for train serv-
fce. These efforts have all been practically
1imited to local operations. They have ragulted
in a larse number of locnl passenger trains being
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discontinued and their places taken by parallel
motor bus operations. In freight service there
has likewise been considerable utilization of the
motor truck in the place of local way freight
service, resulting either in the discontinuance
of trains or in the elimination of local way
freight stops,

(d) Somewhat sporadic development has occurred in a
pick-up and store-door delivery service on a
line rall haul in different parts of thes country.

(e) A few rail carriers have expsrimented with the
use of new facilities in the form of a container

which could be hendled either on a freisht car
or on & truck and readily transferable from one

to the other.
(f) There has been some develonment also in cooper-
ation with consolidating or forwarding comvanies,
where motor trucks have been usged either at origin
or destination ard frequently at both. .
Efforts at coordination have bheen hampered, as in the
matter of comvetition, by instability in highway operations, due to
a lack of stabilizing regulatory provisions. It becoases clearer
every day that neither fair competition nor effective coordination
can be had until highway operations are founded on a basis of
econonic stability and have been required to meet in full the
responeibilities inherent in the service which they seek t0 per-
form. ,
Regulation does not iwmply that all of'the traffic, nor
even a large proportion of the traffic, now carried over the high-
ways by motor vehidle would be forcad or would gravitate back to
the rallroads.

The railroads are not advocating regulation as a neans

of legislating motor vehiclés off the highways or as a means of
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‘foreing an increase in all the rates, fares and charges of motor
vehicles to the levgl of railroad rates, fares and charges. This
is obvious from the fact that the rail carriers are asking for
adequate authority themselves 1o operate such Tacilities.

What the rail carriers desire is regulation as a means
of placing motor vehicie operation as a whole on a sound economic
basis to the end that the prover sphere of operation'gf the rail-
roads and the motor vehicles can be intelligently determined. When
the proper sphere of operation is determined, it will result in
the retirement of either the railroads or the motor carriers from
those fields in which they can.noﬁ coupete at the rates or can not
give the service provided by the more efficlent carriers.

Regulation would require each carrier to operate on a
sound basis and prevent either carrier from competing destructive-
ly for such traffic as the other could carry more economically
and efficiently. The result would be an advancement of the best
interests of the railrozds, the motor carriers and the public.
Whether or not it would mesn the return of any traffic to the
Tailroads can not now be determined with any degree of certainty

The railroads believe that proper regulation of motor
vehicle transportation servige would probably mean the return of
gsome treffic to the rails. Taey are advocating regulation, how-
ever, more particularly in order that unrestrained and unfair
competition of motor vehicles nmay not lead to such further losses

of traffic as to impair the ability of the rail car?igrs to supply
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the efficient service réquiied by thoee who of necessity must de-
pend 65 railroad trsnsportation for'esseﬁtial "full community"
service, for national protection, security and welfare. |

The crucial test of all proposals by railroadé or others
.18 adequate and efficisnt transportation service. Such service
must not be broken down by‘wastefui competition. To prevent com-
petition from being wastéful, it should be regulated and system-
atized. No temporary advantage derived from unreasonabiy low rates
will compensate the pudblic for the loss or deterioration of trans-

portation sérvice esecential to its welfare.



