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REPORT ON PUBLIC AIDS TO TEANSPORTATION

Chairman Joseph B. Eastman, of the Interstate Commerce

Commission, today relgased a four-volume repert on Public Aids

to Tranépbrtation, prepared by Dr. Charles S. liorgan, former Y

L

director of the Coordinator's research department and now assis-

tant director of the Commission's Bureau of Motor Carriers, and

-

V&%f@ﬁﬂu@ﬁhEPS.
In a foreword, Chairmasn Xastman calls attention to the
S g

- fact that in its annual reporte for the years 1931, 1932 and. -

* v

1935 the Ccmﬂifsion reco‘nendea to Congress that it prov1de forff
"an impartial and authoritative investigation' cf the "subsidyﬁa'
qgestion. This recormené&tion was not adopted by Congress. -

" However, the Emergency Railroad Transpo twtion Act, 1933 cbn;
ferred very broad powvers of investigation in the Lleld of trans-~
portetion on the Federal Coordinator of Tragsportaulon, created
.under that act, and this subject was included i@ the research
Aprogram which'Commissioner Eastman, as Coordipator,'adopted.

At the expiration of the act, on June 16, 1936, tentative re-
porté had iargely been completed, although not qll of them hed --
been sent to interested parties for comment éndcfiticis@t

There also were unf*nisned revorts on other subjects. Such a

mass of valuable information had been accumulsased that it seemed
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highly deéirable to complete and issue all of these reports,
if this could possibly be done.

Completion of this work was made possible 1n part by
use of unexpended funds, approximately 315,000, that had been
raised, under the act, oy assessments on the rallroads and
whick werec voluntarily placed at the formcr Cocrdincteor's dis-
posal, ana by use of persbnnel and supplies of the Commiselon.
However, the reports could not have been finished cxcept for
the very large amount of uncompensated time ziven to them but-
slde of bisinees hours. Delay in publication, wnich some heve
found difficult to understand, 1is expiained by the attention
necessarily given to oticr dutics and by the comglexity of the
subjects treated, the need for considering tne views expressed
by those who commented on the reports, and thc neccessity of
bringing underlying data up to date, so frr as possible, The
last of the other reports was issued in August, 1937.

Chairman Erstman scknowledges the cooneration given by
the Commisslon end by various Federal and State departments.

He points out, however:

The responsibllity forr those reports

is onc which I agsumed as Federal Coordi-
netor of Transportation ard which I eontinue
to assume. The Interstate Commerce Commission
has no responeibility, and its merbers, other
than myself, have no acquaintance with even
ﬁhe contents of the reports. The work had
%one much too far, at the time the of fice of

oordinsator terminated, to permit any transfer
of responeibility to tho Commission, if, in-

dced, that could heve been done under the law,
whica is very doubtful,

H



“3=

While, however, the responsibility for

the reports is mine, the man to whom credit

for them must be assigned is Dr. Charles S.

liorgan, #* * % A1)l that I have supplied is

- counsel and advice.

Chalrman Eastman then indicates the extent to which
he personally accepts and endorses the results reached in the
reports. He states:

* % #By reason of my many other duties, I

have not been able to give to them anything

1like the same intensive consideration that

Dr. Morgan has given. I have, however, kept

in touch with taem in the course of their

rreparation, read them in both tentative and

iinal forms, and considcred the comments and

crrticisms of those to whom they were sub-

mitted In tentative form. The final drarfts

incorporate many changes, major and minor,

which [ have sugzested.

He then divides the material presenfed in the reports
between the "underlying facts", some capable of precise ascer-
tainment or a near approach thereto, others not cepable of pre-
clse ascertainment, and "the interpretation of these underlying .
facts and the conclusions to be drawn therefrom." As to the
first, "I am coiavinced that everything possible with the facil-
itles at our command has been done to ascertain them fully and
accurately." He calls attention, however, to the practical
necessity of resorting to some extent to approximations based on
informed Judgment. As to the second type of material, where
"the greatcst room for differences of opinion lles," the Chairman

states: "I meke no claim of 100 percent validity for all of the
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conclusions, thus reached, thot are presented in the reports. All
that I can now say, subject to the comments below, 1s that 1t
seems to me that they are well supported in the rceports, and

that I have &s yet seen no criticisms whicn convince me that

they are wrong." The matters singled out for comment are notcd

hereinafter.,

"It is because," he adds, "of the room Tor bona fida

differences of opinion with respect to some of these matters"
trhat he has favored tine creation of a temporary board of inves-
tigation and regearcil, made up of three menbers appointed by the

Preslident, to investigate and repert on the transportation sub-

8idy question and otner suvjects.

The reports herewith vresented would,
I am sure, be of the greatest possible aid
to such & board of investigation £né reo-
scarch, becuvse they would eliminate the
need for an c¢normous amount of research into
unéerlying dota, @nd would also present the
snlient questions which are involved in the
interpretation of these facts and in deriving
conclusions therefrom. The propnsed boerd
would, however, constitute a tritunal bdefore
wnicn those vho are dlsposed elt-ecr to contest
or to support the statement of facts and the
conclusions reached in the reports could pre-
sent thelr evidence and views at length and
from which they could obtaln a further adju-
dication. The questions involved are go

large and important that tney merit such
further consideration.

& 3k % % 4
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The titles of the four volumes and their subdivisions
are as follows:

Vol. I: (Part 1I): General Comparative Analysis
(Part 1II): Pyblic Aids to Scheduled Air
~ Transportation.

Vol. II: Aids to Railroads and Related Subjects.
Part I: Aids to Railroads
Part II: The Teavation of Railrcuis
Part III: Nonproductive Expenditures of Rail-
roads

Vol. III: Public Aids to Transportation by Water
Part I: Waterway Improvements and Related Aids.
Part II: Government Transportation COperations
on Inland Waterways - An Analysis
of the Inland Waterways Corporation
Fart III: The Fanama Canal
Vol. IV: Public Alds to ilotor Vehicle Trans-
rortation - An Anslysis of Highway
ané Street Costs and Motor Vehicle
User Payments.
The reports are confined to domestic tronsportation.
Vol. I, part I, states the problem which has called
forth the reports, indicates why the term "public aid” rather
than "subsidy" has been used, sets out the methods used in as-
certalning public aid, summarizes the underlying reports, an-
alyses the cffects of public aids, and discusses posslble methods
of dealing with the condltlons created by existing public alds
and of appralsing transportation projects which may inveolve

further public ald in the future.
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SUMILARY OF PUBLIC AIDS GIVEN THE SEVzRAL
FORLIS OF TRANSPORTATION 1/

(1) Reilrocds
Thé aids received by the railrocds are divided between
those given to secure the construction of rallroands, malnly in
the two decades following 1850,'and those given since the World
Wer. Considration is also given to certain items, including
various loans and adjustments lncident to the return of the reil-
rocds from the hrnds of the Government ir 1920, ond the compen-

sction paid for tThe transportation of the mail, which have been

gsaid by some to have inveolved putlic aid. The conclusion is

reached that, with onc possible minor exception, no aild was given
in these instances.
The public 214 found was as follows:

To secure the construction ‘
of railroads......... .....$1,282,000,000

FProm World War to  1936..... 161,000,000

Totale...... .. +$1,445,000,000
The most important items making up this total 2/ are

Federzl and State land grants (§429,000,000, after eppropriante

1 / The summary presented at pages 1l to 41 of vol. T ghoul be
referred to for & more acgurate end appropriately quali-~
fied statement of the findings.,

2/ . For dcteils, see p. 19 of vol. I.
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deductions for obligations incurred), local donations of lands
($232,000,000), rights in public domain ($118,000,000}, and Re-
construction Finance Corporation loans ($115,000,000). Special
approval of the treatment of land grants is given in Chairman
Eastman's foreword {pp. V-VI). 1In deriving the amounts given in
the table, various approximations and estimates were necessary,
and such was also the case 1n the preparation of each of the
other volumes, as previously noted. The report calls attention
to the fact that an indeterminate amount of public 2id has been
conferred on the railroads in recent years by the Government's
extensive program of grade-crossing work, and to the fact that
the raillroads are entitled to a linited amount of credit, against
alds, for nonproductive expcndituyes incurred by them. 4Also ag~"
signed to the railroads is $2,850,000 as their portlon, based

on use, of the aid represented by waterway improvements in the
gingle year 1936.

The 2ids shown include those given to all predecessors
of exlsting railroads. The properties of these predecessors and
those of exlisting companies have been abandoned in some instances.,
Alds to abandoned railrocds which &id not at some time become a
part of an exlisting railroad or a predecessor are ﬁot included,
but on the whole were small. A4ilds given for use in the con-
struction of railroad lines but fraudulently or otherwise di-

verted to the uses of promoters and others also are not included.
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Reduced to & "current" basis, railroad aids in 1936

amounted to $35,635,000, as set out at pp. 23-24 below.

(2) Waterway Improvements and Related Alds

To June 30, 1936, $2,917,000,000 of Federal funds had
been made available for river and herbor improvements and malnte-

nance and operation, including funds for flood cortrol and other

nonnavigation purposes. Ircrease in the rate of such expendi-

tures is indicated by the fact that 77 percent of this total has

been made available since 1910, 64 percent since 1920, 33 percent

since 1932, and 15 percent in 1935 and 1935. Of the total, ep-

proximately $2,139,000,000 is considered attridbutzcble to naviga-
tion, divided about 71 percent for new work, 26 percent for main-

‘tenance and operation, and 3 percent for unallocated cost of con-

struction plant. There also have been large Federal expenditures

for zids to n&vigatlon and tcrminals, and large Stote and local

expenditures, estimated ot 1% billions of dollars, for canalsg,

terminals, and other waterway improvements.

To determine the public aid in a given yeor or period

it 1s necessary to convert expenditures to an "annual cost" baslse

Two bases of reckoning annual costs are usct, one the preferred
1] 3 ] ' s * .
amortization” basls and the other the "cumulated cost" basis.
= i [l
The first comprises an annual depreeiation or amortization charge,
interest on the unamortized Investment
¥

and maintenance and other
operating expenses. |

The latter bosis is used for the less im-

portant projects and also for purposes of comparison with the
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results obtained on the first basis.
of vol. I
The results for 1936 are given in table 3/for 12 more

lmportant waterways and in tables 19 and 37 for 15 additional
waterways. The public aid in the case of the Mississippi River,
for example, was $14,540,000 in 1936; for the Ohio it was
$10,871,000. For the four waterway groups it was as follows in
1935 (Federal improvements only):

Seacoast harbors and channels.....$38,663,000

Great Lekes harbors and channels.. 10,488,000

lississippi Fiver systeMe.iceeess. 37 850 ’ 000
Other i1nland waterways ceeeiveveees 9,507)009

TOEOLaeen.nnennens. 94,488,000

The aforementioned total is about 95 percent complete.
The annual cost in 1835 of a;l ngeral waterway improvements was _
therefore not less than $100,000,000. Similar annual costs of
State and local improvements (mainly the New York State Barge
Canal and the Illinois Watcrway) were about $12,500,000. To be
added are the annual costs of terminal facilities provided by
Federal, State and local governments, less amounts recovered in
rentals or otherwise, estimated on the besls of an "informed .
approximation" at $32,870,000 in 1935. The total is §145,000,000,
of which $129,000,000 represents the public ald to domestic
trensportation. Tho total would be higher at the present time.
Of the latter sum, $2,850,000 is assigned to railroad use of

waterway lmprovements.
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In this connection,. Chairman Eastman calls attentlion to
the possibility that the proponents of the waterways will chal-
lcnge these findings. The contention may be made, ne stotes,
that "against the annual costs which are incurred by the CGovern-
ment and directly burden the toaxpayers should be offsct ~ the sav-
ings in transpprtation costs wnich are realized by the users of
the waterways and also by the users of other modes of transporta-
tion vhich reduce their rates to meet the competition of the
waterwéys, and that the only real burden on the country is the
net amount remainihg after éﬁch offsets have been mode."

He briefiy anaiyzeé this position cnd finds in it, as

does the report, & confusion of costs with benefits. He contrasts

the case of the waterwvays, where "there is no doubt some but
probobly comparatively little identity of interest" between the
beneficiaries and those who bear the costs, and the case of an
office building, whepe_?no direct chrnrge is ordinarily made for

the use of elevators, .., the cost /of vhich/ 1s borne by the

tenants in their rentels." Here the benefits 'go very largely

to those vwho bear the costs." Whether or not, he adds, benefits

received by waterway users "can properly be regarded as suffi-
cient justificotion for free use of focilitles consfructed,at
pﬁblic expense 1s wholly a question of sound public policy. The
enswer to this question may be in the affirmative or in the
negative, but it has notining to do with thé question of whet the

actual costs are." Use 1s made of the Now York Stote Barge Cpnal
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to illustrate the point.

(3) Inland Waterways Corporation

In determining the amount of public aid represented by
the Corporation's operatlions, 1t is necessary to appraise the
results in the light of the Corporation's responsibility to the
Government as the ultimate owncr. However, interest also attaches
to the results in the light of what would be expected of a private
enterprise of like character. ihe first approach requires con-
~slderation (a) of costs, if any, incurred by the Corporation for
which 1t has not properly accounted, and (b) of costs incurred
by the Government for which the Corporation has been and is under
no obligation to account.

Only a minor adjustment, for failure to depreclate cer- ~

tain fixed property, was required under thé first head. The prin-
cipal adjustments under the second head were the addition of in-
terest on investment end the inclusion of municipal terminal

costs, less payments made by the Corporaticn. Certain minor items,
such és the saﬁing accruing from use of the franking privilege,
also were added.

Viewing the operation as a Government enterprise, the
adJus;ments made produce a surplus deficit over the-period 1924~
1935 of $9,734,675. Use of a higher interest rate and inclusion
of taxes and certain other expenses that would normally be borne

by a private enterprise, produce a surplus deflcit of $15,516,234.

The Corporation's balance sheet at the close of 1935 showed a.rccorded
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surplus of $369,866. If certain more debatable adjustments were
made, the surplus deficits stated above would regpectively be-
come $8,945,907 and $14,727,466, Costs per ton-mile, on the
basis of a private operation, averaged 5.57 mills over the period
1924-1935; the peak was 6.63 mills in 1930; subsequently, a de-
cline to 4.67 mills in 1835 occurred. The deficit is higher at

the present time,

(4) The Panama Canal

This watcrway, our only important toll-bearing facility,
earned net operating revenue of $128,955,793 over the period
}921 to 1956,.equiva1ent to 1.91 percent on the investment less
the amount sct up in the report for depreciation and amortization.
The deficit after intercst at 3 percent was about $£75,750,604.
The so;called business enterprises in the same oeriod earncd
3.264 peréent on the investment less depreciation. The Panama

Rail Road and related enterprises, including the Panama Rall Road

Steamship Company, similarly averaged 2.97 percent. The Steam-

ship Company showed an operating loss.,.
The public aid to domestic users of the transit facill-

ties, rqpresented by the difference beiween the return eerned

and a 3-percent return, is placed ot §665,000 for the yoor 1936
(5)

Shipping loans and ocecan-mall contracts

Loansg made to domestic and neerby foreign ehipping lines

under the lMerchant Marine Acts of 1920 ang 1928 permlitted savings

including savings on brokerage expensé, of $3,700,000, of which
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the sum of $500,000 1is estimated to have been applicable to the

year 1936, Also, public aid in the form of favorable mail con-

tracts held by such carriers 1s estimated to have been given in the

amount of .$11,190,356 to the date of cancellation of all contracts
on June 30, 1937. Of this amount, $1,000,000 is estimated to be
assignable to the year 1935. Disposition of surnlus warbuilt ton-
nage conferred benefits, but not public ald, on the purchasers in
the amount of about §78,000,000. (Sec vol, III, pp. 188-192.)

(6) Hotor-vehicle transportation.

About 22 billiong of dollars were used for highway and
street purposes from 1921 to 1932; subsequent expenditures heve
brought the total to 31 billions in 1937. _More and more of the
cost has been borne by motcr-venlcle users. Opinions differ
gharply, however, as to the extent to which such users should be

held responsible for such costs. Quoting vol. I, p. 25:

* % ®* Several suggested methods of assign-
ing responsibility have been considered,

but none is wholly satisfactory. The method
adopted involves consideration of (1) the
added costs incurred for the benefit of motor-
vehicle users, (2) the proportion of local or
"l and-service! use of the different road and
street systems, and (3) the extent to which
roads serve community needs, narrowly de-
fined. Historical dave, a considerable
volume of steatlstlics relating to the uses
made of rouads and strects, and trends 1in
expenditures over a pcriod of years, were
closely examined. It was concluded that

in the period 1921-32, motor-vehicle users
should have borne 80 percent of the annual
costs of State highways, thet their share

of the responsibility for county and local
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roads rose from 15 percent in 1921 to

31,5 percent in 1932, and that 12 percent

of the costs of city streets should have
been charged against such users in 1921

and 28.5 percent in 1932. The weighted
average responsibility over the perlod was
36.3 percent and in 1932, 45.0 percent. In
the period from 1933 to 1937, the percent-
ages used were ‘83, 34, and 30, respecctively,
or 48.5 percent on the average. Waile
Judgment recess~rily entered inveo the de-
terminatiorzof tihiese several pe--entages, 1%t
1s believed that they are reascnuable within

the limits of error innerent in any study
of this kind.

Chairmen Eastman discusses, at some lcngth, these find-
ings of the report. The difference of opinion that now exists,
as evidenced by the position of the rsilroads, "azain involves

a guestion of public policy." Highways "have distinct public

ugses apart Irom transporiation, ... but they have also nlvays

been regarded as having & general social »nd economic use which

cannot be characterized s a strictly transvortntion use. This
subject is discussed at some length in the report..."

He continues:

\//// Because of this gencrel soclal znd

econoinic use, which until recent yecars
was predominant, the cost and upkcep

of publlie highwaye were from time im-
memorlal regarded as 2 proper burden upon
general taxatlion, exczpt for the ocersional
toll roads which were constructed for special
tr§nsportation purposead and often were bri-
vately owned. Every one derived an immediate
tenefit of one kind or another from the high-
ways, and hence they could approprictely be
made a gener 21 public burden. This is well
1llustrated by the rellroads, which mode

only & smnll direct use of the highweys but
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gained a large benefit from thom as feeders
for the rail lines.

In recent years, however, with the
development of the automotive vehicle and
the paved road, the highways have come to
have a large use not associated with the
ownership of property subject to general
taxation, and often for distinctly commer-
cial transportation vurposes and as a sub-
stitute for the ruilroads. So far as such
uses are concernew, it is both 1l:ciical and
appropriate that the costs incuried in the
construction and maintenance of the highways
should be a direct charge on the users in-
stcad of a burden on general taxation.

The Cnllrmen then calls attention to the "public utility"
theory oavnnced by the railroeds,3/ which "however, they do not
pursuc....to its utmost locical conclusion," and to the diffcr-

ences between the percentazes of motor-vehicle user responsibility

ot

Ve

asslgned in the report cnd those urged by the rallroads, which
differences are‘fairly small in.the case of State and Federal
highways but large in the case of county and locil roads and con-
siderable in the case of city streets;

"This is, of course," he adds, "not a matter capable of
mathematical demonstration. The report, however, gilves very fully |
the reasons for its conclusions with respect to the division of
costs between the users and the general texpayers, and 1n my
justment they are good and sufficient reasons, "

Total annual costs, including interest on the copital

outlays less the cumulated amount of amortizetion or depreciation,

3/ Explained and critlcally approised @t pp. 282, 291-297 of
an. IV. :
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are derived as follows?

| 1921-32 1933-37
State highways.........$3,999,642,000 §2,948,735,000
County and local roads. 5,061,956,000° 2,584,515,000
City StreetSeer.eevssn. 7,465 502,000 _3,468,739,000
Total..... ...16,527,100,000  8,991,989,000

Application to these total costs of the percentages

given above glves the following costs assignable to mo tor-vehicle

ysers as a class:

1921-32 1933-37
State highWaySeee.e. ... $3,199,713,000  $2,447,451,000
County and local roads. 1,217,320,000 878,735,000

City streets.,........,_1,577,728,000 1,037,621,000

Totalesesaans .« 5,994,761,000 4,363,807,000

In deriving the payments made by rmotor-vehicle users
that should be applied against these apportioned costs, Federal
exclse taxes on gasoline, oll, motor-vehicles, etc., are excluded
as being taxes for the support of the general functions of govern-
ment, &s are certain portions of registration fees of the nature
of personal property taxes. Motor-vehicle tax revenues which have
pbeen "legally" diverted also are excluded, . though results also &are
ghown prior to making this last adjustment. After meking all
neceesary adjustmenis, payments arc found to have exceeded as-
signed costs by $108,000,00C in 1921-1932 ung by $277,000,000 in
1973-37, or by %385,000,000 in the entire period 1921-1037.

Pay-
ments first exceeded assigned costs in 1927. In terms of costs
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asslgned to motor-vehicle users, the excesses were 0.8 percent in
1921-33 and 3.1 percent in 1933-37. These percentages are negli-
gible and are well within the 1limits of error present in the basic
data used and the assumptions employed. For all practical pur-
poses, 1t may be said that motor-vehicle users as a class have
paid thelr way since 1927. Caution should be observed, however,
in applying this conclusion to any individual State; consideration
must be given to any specieal condition that mey obtain there,

Attention 1s next directed to the question whether all
groups of vehicles paid thelr proporticnate ghare of the costs.
Analysis is necessary of the respective responsibilities of the
different groups Qf vehicles (e.g., the passenger cor and the large
truck) for pavement costs (selection of pavement type, design of -
given types, and width and number of lanes), for costs incurred
in lessening or eliminating grades and curvature, for costs of
 etructures, and for maintenznce expense, and consideration is given
to the relative utilization made of rond foacilities by the several
groups of vehicles and to other factors. After assignment of
values to each of these factors, the aforementioned annual costs
for 1932 and 1937 are asslgned to vehicle groups and comparison
made with the payments of each group. (See p. 27 of vol. I and
p. 166 of vol. IV),

For the benefit of the reader, the results obtained by
use of cost allocation factors different from those employed in

the report also are set out. They varylngly throw the greatest
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relative charges to the light vehicle, on the cne hond, ond the
heavy vehicle, on the other. In this connection, Chairnun Erstmen,
"spesking from the standpoint of & mere lay obaeerver who has hod
some opportunity to note the demands wnich private automobiles
meke upon the highways and the standards which have been followed
in the construction of some which are devoted to their use ex-
clusively, " observes that the theory advanced by the railronds
under which a very heavy responsibility for road costs would be
assigned to the heavier vehicles, "seems to me to be patently
unsound." He calls attention to the technicnl questions presented
and states his belief thaet the conclusicons of the report, involving,
as next noted, a partial compromise wlth respect to the most con-

" troversial of the cost clements, are well supported.

In presenting what 1s termed the "final comparison of
costs and payments per vehicle," a modificaticn is made of the
nethod of allocating the costs of flexible pavements ang grading.
The effect on the final results is not large, however, though a
general shifting of costs from the snaller to largcr vehicles

occurs. The final results for 1932 are set out below.
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Table 6.~ Comparison of costs per vehicle, by wehicle
groups, as finally derived with payments made, 1932

Payments

| : Cost : Payments : minus as-
Class of motor vehicle and rated capacity : per : per : signable
: vehicle ; vehicle : costs

Passenger CArS.seseccecsscscccncssssncnscassona
Taxicabs and other for-hire carsieererceascaeas
Scho0)l bBUSSOS.sasveresscsssvtoe.conssssrennonss
Contract busses (seats):
7 and 1eSS.seecasssssssssenssasssccrvasosoas
B t0 20:iisusntessensscesnsssnasscsnasnssnree
Over 20 seesesnscasosss . ssnnvesnssssseasunes
Common carrier busses (seats):
7 8Nd 108Seecesrrnsarecerucsasarrsnancnnsnncs
8 10 20 eevevccssarssattrsansssansosasnsisna
OVEr 20.cescccancssccsonsnessssssnsnsnnnsettnssd
Truclks (capacities in tons):
Private: Farilicassscscsvssccsscesssrnsasses
Other privates.
12 8Nnd 1SS, esseccsnearstransenansossscess
Over 1% and less than 3, singléeceseccesess
Over 1z and less than 3, coubination......
3 and less than 5, singleécceesescsccccsces
3 and less than 5, combinaticNesesssceesses
5, Singlessssssersasissss nrcasscssssnanns
5, COMbINOTIONesessasrssscsnrrssonsocereres
Over 5, singleceesssecsscessoacsscasnsanes
Over 5, combinatioNisesecceasasesacscosass
For-hire: |
l% tons and 1esS.seecccscensarssasceracssnos
Over 1% and less than 3, singlcCisescscssecs
Over 15 and less than 3, combination......
3 and less than 5, singlcoieeesievescravesass
3 and less than 5, combirationeiiseeecsenes
5, Binglec.iccesseertsnsnsisnscasossssvenins
5, combination.cssssesscseccecsreencaonnas
Over 5, singleeesececessaasccssesssstoeses
Over 5, combinatioN.sescessenssencocseanss

£26
61
82

41
46
59

126
142
188

20

53

67
104
161
129
2387
311
316
372

102

]
1e2

187
251
193
457
457
489
545

$26
81
77

56
113
178

143
290
437

25

48

92
133
185
206
256
277
358
457

105
178
226
282
349
403
465
594
832

320
-5

15
67
119

17
148
249

5

-5
25
29
34
77

- 31
- 34
42
85

3

26
69
31
156
- 54
8

96
2587

Minus sign = oxcess of costs over -payments,
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Only 5 vehicle groups 4id not pay.their way in 1932. For
5-ton private and for-hire trucks the underpayment was $31 and #54,
respectively; for 5-ton private comblnations it was $34; for the
school bus and l3-ton and less private truck it was $5. These
amounts are small in terms of percentage. The passenger car nel-
ther over- nor underpaid. The report calls attention to the margin
of error inherent in calculations of this kind ané cautions against
applying the conclusions, based as they are on national conditions,
to the éituation in an individual State without allowance for pos-
sible differences in conditions.

No detailed Tindings on this modifiecd cost basis have
been made for the year 1937. In genercl, 1t may be said that the
" lighter trucks would be assessed less and the heavier vehicles
more, &nd that, considering the upward trend in payments per ve-
hicle and other changes, 1932 to 1937, there would be one or two
instances of slight underpqyments in the case of the larger ve-

hicles, with no underpayments in the case of light vehicles.

Alr Trensportation

The public aid conferred on scheduled air carriers, de-
termined by subtracting the cost to the carriers of transporting
the mall from fthe payments made by the'Post Office Department; was
found to have been $35,235,000 in the period July, 1930, to can-
cellation of the contracts on July 19, 1934, and $29,418,000 from,

the resumption of private operations in May, 1934 to July 30,1938.



~21-

The total for the 8 years was 564,654,000. The average for the
four years, 1935-38, was $7,247,000, compared with an average of
about §9,700,000 per year in the period 1931-34. A much larger
volume of air majl was handled in the latter than in the preced-
ing period.

Aids through the public provision of alrways, airway
services and airports aggregated $55,777,000 1n the period 1926
to 1938. If, however, the air-mail use of.airways is not charged
against the air-linAes, this total becomes $46,209,000.

Aids to nonscheduled uses of airways and airports, other
than Governmént uses, aggregated $56,500,000 in the same period.

It is recognized that the problem of finding the amount
of puﬁlic aid recéived by scheduled air carriers is an especilally-—
difficult one and that the methods used and amounts derived in
the accompanying report are at best 6nly approximate. (See re-
marks of Chairman Eastman at p. VIII of Foreword.) The results
are subject to a considerable margin of error but show the gen-

eral order of magnitude.

Interurban electric railways
A brief discussion of the alds received by these carri-
ers, but without specific findings, appears at pp. 32-33 of vol.I.
Pipe lines

Nothing significant in the way of public aid is found in
the case of pipe'lines. The aid represented by certaln occu-

pancies of public domain hes been removed from future considera-

r
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tion by reason of the recent assessment of Charges for such occu-
pancies (vol. I, pp. 33-34).

Nonproductive expenditures by railroads and other

carriers as possible offsets to public aid.

In the case of railroads, consideration 1s given, among
other matters, to expenditures for the eliminetion and protection
of grade crossings, alteration of bridges over navigable water-
ways by order of the War Department, Federal safety reguiations,
and civic and other public imorovements. It is concluded that the
railroads are entitled to have a small part of their expendltures
on safety devices considered in connection with the public aids
they have recelved, but not as offsets to such alds; that an in-
determinate part of their expenditures for changing bridges over
navigable waters and for grade-crossing eliminations and protec-
tion moay be offset agelnst alds and that other elimination expen-
ditures may Le considered ih connection with aids but not as off-
sets; thet, on the other hond, Federal assumption of preoctically
the entire responslibility for hundreds of eliminations, particuler:

ly in recent years, has conferred public aid on the railronds; that

" to a minor extent, there may be offsets to aids in the cose of

track elevation work and civie and public lmprovements; and thot,
on the evidence avallable, no conclusions can be drawn as to any

nonproductive expenditures which may have been lncurred in com-

plying with full-crew laws.
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A brief review of the possibility that other forms of
transportation have incurred nonproduétive expenditures leads o
the conclusion that, if there hﬁve been such expenditures, they
have been confined to motor fransportation and that their amount
is not subject to etatisticel measurement.

Comparison of public aids received by the

several forms of transportation

The analyses of public aids in the several reports cover
& greater 'span of yéars in the case of some forms of transportation
then in that of others, though.edch covers or substantially covers
the entire nistory of the form of transportation with which it
deals (1f aggregate "expenditures" on waterway improvements be
considered a rough measurc of the cumulated aid in this field to
date). However, 1t is necessary, for the purposes of a current
comparison of aids, to bring.all of the findlngs %o as recent a
year as possible. The chief difficulty is presented by the alds
ziven raillroads. Consideration 1s given to the effects of the
many changes in the ownership of rallroads, of reorganizatlons, of
the rebuilding of properties out of earnings, and of abandonments
of raill lines. This analysis leads to the conclusion that "the
net benefit now derived by the railroads as a whole from the con-
struction aids is small and probably negligible." (vol. I, p. 40.)
With respect to this conclusion, Chairman Eastman states: "The -
reasoning on this pcint is gquite involved. It'seems éound to me,

but I have not been able to dispel some lingering doubts." The
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report finds that in a current statement of public aid to rallroads
the principal items are the R.F.C. and P.W.A, loans, the value ac-
cruing from the use of public domain, and that part of the current
aid to water transportation that can be assigned to the rallroads
on the basis of thelr use of waterway improvements.

With the foregoing adjustment in mind, the following com-

parison of the aids 1ls obtained.

agency, and {orm of aid :  Amoung : Percent
Steam railroads, 1936: _
R.FeCo and P ligAs 1OBNS..eeevsesasacsasnsssasass & 26,000,000 13.5
Use of waterway improvementSeieccisssvicsnssncssns 2,850,000 1.5
Use of public domaineieeeececncesconsnsannasenss 6,785,000 3.5
Tetalaveescsososesssnnssssssssesnass &/ 85,655,000 18,5
Water transportation: e
General waterway improvements, less $2,850,000
assigned to railroads, 1935....ccvivsisacacisnns 126,150,000 65.3
Loss on operations of Inland Waterways Corpora-
tion, 1935-...--olo-oooooucuonn-oovo--oo.o-o..c ‘ 400,000 0.2
Loss on operations of Panama Canal, 1936...esees 665,000 0,3
Loans to and mnil contracts ©f domestic ship- ' _
ping lines, 1936.cccutcerctntorienncnarnasianss 500,000 0.8
Less duplication between first and second items b/ 187,000 -
Total....................-......... “_Iﬁgjgégjbﬁb 66.6
Air tronssortotion: .
Scheduled air tronsportation, 1936iaeesececcness 14,433,000 742
Domestic civil air transportction other than
-scheduled air trensportation, 1936.ecesrecccess 7,020,000 3.6
TOt&l-----o.o.--.ooonooa-?oo-ooonlo 21,453’006 10.8
votor=vehicle transportation, operators of certnin R
groups of vehicles, 1937.-o-q--ono-.ooooot-oo----- E/ 8,000’000 4.1

Grand totﬂlaocuoconoo-.oco.--o--oo- 193,616,000 100.0

7/ Less on indeterainate amount for offsetti
on indeterminate amount for aid represec
penditures, each for tho year 1936,

E/'Dgplicatloncar?scs ?rom ?nclusion of municipal termina

—/’ Watcrways “orporation with cll public terminals, '

¢/ Thig figurc is based on the findings in vol. IV 153

r 18 : . . for th
on the "modificd" basisy on the "unmodified" b&s?s tho’total WEBYS%:uigsz’

$40,000,000 in 1832, It somcwhot . -
Wy ] 1 ot overste 2N
set up for 1936. tes the umount which should be

Ag nonproductive expenditures, plus
ated by Federal grado-crossing ex-

ls usod by Inland
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In using the foregoing comparison, consideration may prop-
erly be given to the fact that carriers by water, alr and highway
pay no taxes for the support of the general functions of govern-
ments on the publicly-provided facilities which they use. 4/ This
fact does not have a bearing on the amount of public aid received
but 1t does enter into the picture as a factor in the terms of
competition between 2gcencles of transportatioﬁ wnich provide their
own right-of-way Tocilities and thosé which do not. For the con-
venlence of the reader, the amounts of such taxes, computed at
1.25 percent on the remaining unamortized costs of publicly pro-
vided facillities (or, in the cese of highways and streets, the
gross underpayment arising from the incluslon of taxes found for
those vehicles vnlch falled to meet assigned costs plus toxes - vol.

IV, p. 154), mry be set dovn as follows:

Woterway improvements (1935)......... ceeeessss.ss$20,000,000
Inland Waterways Corporation (1935).......cvvvu.. 270,000

e Totrzl, ellminating dupiieation.... 20,220,000
" Air treonsportation: '
Scheduled alr trensportation, 1936....:i....0.00 370,000
Domestic clvll air transportation other than
scheduled air trangportation, 1936......... “oe 580,000
Totoleeineeersnsonesassasessasnce 960,000

llotor-vechicle tronsportation, certain groups of

venicles, 1837 &/ .cieiiirivrnnnnn. e etee e ... 58,000,000
TOtO e eesannn.. e ...... 79,180,000

a/For motor-vehicle users as a class the tax charge in 1937 was ap-
proximately $102,685,000. If they could properly be considered
in the determination of public' ald, taxes would be more than
offset by the adjusted overpayment of $110,722,000 shown at p.
160 of vol. IV. However, had taxes been conslidered in earlier
yecrs, this adjusted overpayment would be considerably reduced.
The gross underpayment (vol. IV, p. 154) of certcin venlcle
groups thit would result solely from the considerction of taxes
would be approximately §68,000,000.

(Footnote continued)
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EVALUATION OF EFFECTS COF PUZLIC AIDS

T0_TRANSPORTATION

These findings as to the relative amsunts of public aid
conferred on tne several forms of traﬁsportation necessarily lead
to comparisons and evaluations of the effects, good or otherwise,
produced by the aids. To be considered first are the'effects on
carriers, and then those on the public.

(1) Benefits from public aids to

transportation

The aids given the railroads contributed substantially to
the financing of the éarly lines and in several instances met a
. large part of the cost of construction. 5/ Commissioner Eastman
points out, in this connection, that the public =sid given the rail-
roads, "while it now seeﬁs'comparatively smail in comparison with
the size of thélihdﬁéf}j[ was of much greater relctive magnitude
et the time vwhen it was extended." (Foreword, p. VIII.)

' The R.F.C. loans in many cases conferred Immedirte bene-

fits on owﬁérs of rallroad securitics and in various instunces rep-
resented efforts to forestall.receiverships. P.V.A, loans in some

cages led to a reduction of fixed chargeé and in all casges enabled

tne reilroecds to carry forwerd malntenance work or acquire }

TFontnote continued) R :

é/ an exception should be notea in the case of cirriers usine the
Fanama Canal (see vol. I, p. 24) ond also & minor exceptfon in
the coase of hichweys and streets (sec footndéte 69 P. 54 of
vol., I). Also, 1t aprears thgt_certaln carrierg Ey watep ;s_
cape a?sessment of tuxes on thneir floating equirment (V6l.‘III,

. 167).
s/ Lgtimates of the relation of the aids to such costg

: are
vol. I &t p. 42 and 1in more detoil in vol.II, given in
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faciiities by which they were advantaged.

Construction of railroads in undevélopéd sections occurrsd
at least 10 and possibly as much as 15 years eérlier'thaﬁ would
have been the case otherwise, though in somefcases aid was gifen
which was not needed to secure Sonstfuctién.and in othér lesé‘im—
portant though numerous instances, construétién would nevef have
occurred without nublic ald. |

The benefits to the public, and %o the granting govefn—
ments as representatives of the public, which floved from the aids
given to bring the railroads into the undefeloped séctidns cf the
country unguestionahly were very 1argé. In tne néture of things,
nothing comparable has been accorplished by the aids given ofher-

forms of transportation. New ground can be brbkeh only once; thé
opening of the West was an undertaking withouf parallel in.our
transportation history, and tne encouragement of nortﬁ and south
‘rail transportaticn in the interior oi the couﬁtry haq important
effects on our national life, |

Therreport sets out ddta relative to reductions in trans-
portatibn costs and improvemehts in service made possible-by the
reilroads, &nd as to the settlemenf of lands, growih of citiecs,

rise in property valﬁes, and politicel unification thereby brought

about.

Inland watérway improvements of the last three decades
have 1laid the basis for a revived water trensportation industry.

Common carrier scrvice on inland waterways has not procuced adequate
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profits. Severe competition has been experienced from the rall-
roads and from contract and private carriers by water. Prlvate
carriasge has been profitable, and the same 1ls generally true of
contract carriage, as that term is used in the trade. Generally -
the same is true of improvements of coastal and Great Lakes
harbors and channels commonly of greater age. The rallroads
derive benefits from waterway imorovements.

Water transvortation early lost its ploneering rdle to
the railroads. The rejJuvenation of the inland branch of such
transvortation in the past few decades had for its objectives (1)
the rellef of other agencles of transportation believed to be un-

able to cope with the volume of traffic that would be available;

(2) the contrcl of the rates of these other carriers; and (3) the

provision of cheaper transportation. The first objective has
rroved unnecessary; the second, 1n the form of so-called "indirect
benefits", has been achieved in greater part than the third.

The incidence of the benefits is traced, both in relation tc the
carrier, shilpper and consumer, and geographicaliy. Attention
15 called to the advantages derived by the large shipper and to
the fact that the beneflts accrue for the nost part within

territories 1n close proximity to the imorovements
Wnile publlc aid 1e of limited extent in the highway
field, the facllities that have been provided have made motor-

carrier operations possible and have given the public a hetter

service at a lower cost to it, Passenger-carrier operations sho¥
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better earning power than those of for-hire property carriers.
Rallroads are interested in many motor-carrier operations. For
the most part, motor transmortation has not played a pioneering
role in the sense of ovening up new territory, but it has created
new travel and recreational habits, reduced sectionalism, and
made an important contribution to business operations.

Scheduled alr transvort, brought into being largely by
public aid and orior Government experimentation and operations, is
now moving toward a period of some prosperity. The unicue contri-
‘bution of this branch of transvortation, sreed, is of immortance
to many.

No mention of the effects of purlic alds %o electric
railways and vine lines is necessary. |

All forms of transportation can contribute to the national
defense.

(2) The other egide of the picture.

Public ald has created many vpronhlems for carrlers, shippers,
and the publlc. Some are of historical interest only, but others
are of Vvery real importance today. The latter are mainly dis-
cussed at a later point.

The public aids gilven to the rallroads inevlitably led to an
overbuilding of lines, often with dlsastrous effects on owners of
rallroad seccurlties, with harmful effects on shippers, and at

least temporarily harmful effects on owners of agricultural lands.
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Finaneial practices which brought censute many years ago also had
their basis in part in the 213ds given. The net result of the aids
policy was, however, heavily on the éredit side of the ledger.
The costs of conducting common, contract znd private ser- -
vices, develoned in ch. V of vol. III, plus the unit costs of
the improvements, when compared with the eoss of raill trans-
portation, indicate that the greater number of inland waterway
imorovement vnrojects entail larger, and 1in some cases verv much
larger, over-all costs than those renresented by the railroad
"yardstick". ¥From a broad viewpoint, heavy expnenditures have
been incurred in order to provide advantazes for narticular
sections, locallties, or shipvers. The use 0of these facilities

without direct cost has set up many repercussions, felt nnt only

by competing rall carriers hut also by sections, localities, or
individual shlppers not able to make use of the facilities.
Larse shippers are best able to take sdvantage of the facilities.
A large increase has occurred in the volume of public caﬁital

permanently removed from the assessor's reach.

In thls connection, Chairman Eastman refers to the fact,
mentioned Dy proponents of waterwavs, that rate cutting hy
competing modes of transportation leasens the traffic the water-
ways cen command and thereby increases the over-all v

init costs.
Fe adds, however:
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"Whether the railroads and other competing
carriers retaln the traffic at reduced rates or
lose 1t entirely, in either event they are clearly
hurt, and obviously this injury is something which
must be %taken irto account in weighing the net pub-
lic benefite. It imay be conceded that the intro-
duction of more efficient or eccnomical means of
Transportation ought not to be prevented to save
existing carrlers from injury, for otherwise
progress wculd be stopped. However, in determining
whether a new means of transportation 1s actually
more effliclent or economical, plainly all the costs
wnich are incurred in making it available must be
taken into consideration, and not a part ¢f them
only. :

"I find, I confess, some difficulty in thinking
this problem threcugh. In determining whether a new
waterway should be constructed, the essential ques-
tion, 1t seems to me, 1s vhether, assuming no reduc-
tion 1n the normal rates of competitors, it would
make avallable new means of ftransportation which
could funetion, taking all costs into consideratlon,
more economically than existing means. I reallze,
however, that this would often be a most difficult
guestion to answer. So far as existing waterways
are concerned, I am much inclined to the oplnion
that tolls of some awount should be assessed for
their use, uvon condition that competitors lincrease
their rates by like amounts. I would not at the
start advocate, in most instances, fully compensatory
tolls, but only such as 1t 1is believed the traffic
will be able to bear, leaving future policles to be
determined in the light of exnerience."

The improvement of highway and streset facllities for
transportation purposes also has 1increased the volume of publice,
non-taxed capital. The finding that public aid to motor-vehicle
users as a class has been absent in recent years does not neces-
sarily provide assurance that such will be the case in the future
if expenditures continue at their present rate. The accldent
record has been apoalling and certain nulsances have been created.

Far-reaching changes have been effected in marketing methods,
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felt particularly by agencies which are tied to rail service. To
date, the net effect of these changes has rot veen messured with
any degree of finallty.

Air transportation has not reached a éize that mekes it
a serious "problem". Its economic stfength remains to be tested.
Projects which call for large additions to the alds heretofore
glven reauire careful annraieal.

Aides to electric railways and pive lines have not nre-
sented immortant public problems.g/

The final chapter of vol. I, Problenms Presentpd‘by
Public Aids to Transvmortation, is divided into two varts, as

indicated below.

A. PPOBLEMS HAVING TO PO WITH TRANSPORTATION

FACTLITIZS NCOW AVAILABLE

Here the prodlems relate essentislly to what can be done
= ’

considering the transnortation facilities and services now avall-

able and the extent to which they are dependent on nublie aid, %o
- . - ’ ¥

bring sbout the maxlmum practicable degree of order in trans-
portation and fairness 1n interagency comnetition,

There 1s baslcally a surplus of fransportation facilities.
Wren to this condition 1s added the fact that azencies which

sntt2mnt to pay thelr way are forced to comneta "i1th apencies which

~

£/ A summory of the bhenefilts conferred b

¥y mublic .
other eide of the picture" anvears a ¢ s8ids and of "the

t pr. 55-54 of vol, I
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do not, a serious situation, most severely felt by the rallroads,
results. Four lines of attack are vossible.

(1) Removal of aids to water and other
forms of trangportation

The question of tolls for the use of waterways is discussed
in vol. III and at pp. 55-58 of vol. I. The arguments, oro and
con, are nresented and analyzed. The conclusion is reached that,
whille considerations of sound economics requlre the assessment
of tolls, an effort to collect tolls sufficient %to recover full
costs would be self-deféating in most cases and that at best onlj
limited collections can be made at this time. (See also auota-
tion from foreword at p. 31, above.) Detalled study should be
given the subject, however. Abandonment of waterway lmprove-
ments as an alternative to the charging of tolls is an academilc
question.

Local sharing of the costs of waterway improvements 1s
desirable, but there 1s no present likelinood that it will be
carried far.

The Inland Waterways Corporation has incurred large

deficits, though 1t has conferred ben~fits on shippers of a

larger agiregate amount. Its competition with the railroads

lacks a sound economic basis. The report on 1its operations

has not suggested any speciflc course of action to be followed,

but 1%t 1s emphasized that the Government 1s losing money thereby

and will indefinitely continue to do so.
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Aids to air transportation have not caused much specific
criticism. Aid throuzh the air-mail contracts 1ls declininz and it
is to be expected, as time goes on, that it will be remo?ed so far
as all excep?t certain 1ight traffic lines are concerned. Alds
through pudlic provision of alrports and ailrwvays doubtless will
increase. The users should bear a falr portion of the costs of
the faclilitles and services so mrovided. Efforts should be made,
when the air-transvort industiry becomes more firmly established,
to require it to »ay its way. MNonscheduled flyiny should be looked
to for greater payments.

Individual States should carry forward studies of the
relation of motor-vehicle payments to costs incurred in benalf
of motor-vehicle users as a class and of particular groups of motor
vehlcle users.

(2) Lightening the burden of the railroads.

In view of the conclusions reached above, attention may
more appropriately be given to three forms of relief sought by the
railroads. These vproposals do not, however, have Thelr basis solel
in the aidé given to competitors. Moreover, there should be g
determination of the pub;ic's interest in the railroads ang of the
extent to which railroad plant no longer 1is requireg in the service

of the public.

(a) Lightening the tax burden of the rallroade

m"he extended discussion of the taxation of rallroads in

part II of vol. II leads, among other things, to the conclusion
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that, while the railroads are not the most heavily taxed of the
industries reviewed, they are taxed somewhat above the average.
Relief for the railroads, beyond that given themvunder deprecssion
conditlons, 1s mainly a matter for State ané local units of
governments to consider. Taxation by the latter, almost wholly
In the form of ad valorem taxes, 1s of such a nature that
relatively little can be expected except as issues are made of
particular situations under the customary tenets of taxation |
and accepted administrative and legal procedures. Federal
intervention could not proceed far without a constitutional
amendment that would permlt a high degree of Federal supervi-
sion over, or direct participation in, State and local .finance.
Simplification of taxing vrocedures 1s needed; Federal author-
ities could ald in such work, Federal taxes, not a large part
of the total paid by railroads, have not created a general
problem, though certain special taxes have caused difficulties
and remedial measures have been taken by Congress.

Chairman Eastman (Foreword, p. VI) has indicated, that,
while the reasoning seems sound, he has "som¢ lingering doubts"
about the conclusion that relatively little can be done by '
the Federal Government to help the rallroads wilth thelr tax
problems. "Difficult legal and constitutional questlons are

here involved, which I have not thoroughly explored.!
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(b) Relief of rallroads from ths burden
of nonproductive expenditures’

Expenditures for the reconstruction of rallroad bridges
in connection with navigation improvements are considered non-
productive in part by the railroads. Fear is expressed as to
the consequences of further expenditures of this kind which seem
in prospect. Changed conditions in transportation indicate that
the Government might well modify its doctrine that the rallroads
must assume the entire risk that waterway lmprovements requiring
alteration of bridges will be made, and adopt a rule that the
railroads should pay only in proportion to the benefits they will
derive in given instances.
| The marked increase in the use of motor vehicles hasg
caused a gradual change over a period of yecars in the conception
of how the responsibility for the elimination of grade crossings
should be assigned. Court decisions, greatly enlarged Federal
expenditures for this purpose, and recent State legislation are
expressions df thls change. Large further expenditures are re-
quired. Costs should be apportioned according to the benefits
respectively to be realized by the rallroads, the Federal Govern—
ment, State and local governments, communities and individual prop-
erty owners. |

The terms of responslbility differ somewhat in the case
of crossing protection amd track olevation or depression, Deter-
mination of the railroads' share of expenditures of the latter

type and of those for clvic and publlic improvements ig primarily
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a subject for négotiation with local units of goverament. No
definite findings are made with respect to the economle effects
of full-crew laws.

(c) Relief for rallroads through repcal of
reduced-rave provisions of land-grant acts

With certain éxceptions, the land-grant acts set up a
contractual reqﬁirement that the rallroads carry the mail and
Government troops and property at reduced rates, so far as trans-
portation occurs over the specific lines that were alded. How-
"ever, equalization fdr competitive reasons by other corriers has
gpread the influence of this requirement over large areas. The
volume of Government traffic has increased beyond expectations
and the effects of further increases are focred by the railroads.
Rellef of the rallroads from their contractual obligation would
be a gratulty and at best would not be of important benefit
except over a long perloed of years. -Loss of traffilc to.other
forms of transportation is to be expected in some casce if the
change 1s made. The Government has obtained substantial direct
ben:fits in this way over a period of about 85 years; lindirect
bencfits conforred through the land grants have been far in
excass of the ald glven, as measured 1in this report. The rall-
roads urge that the Goverﬁment can afford to be generous under
these circumstances and that they nced whatever financial relief
can be afforded now or in the future. Approval of the proposed
repeal has been given by representatives: of shippers. Thec report,
cons;doring all of the factors involved, concludes that repeal

would bo in the public interest. It also discusses the questions
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of equity involved with respeet to permitting lands to pass
under claims which sti1ll are unadjusted and as to the relinquish-
ment of left-over lands, in the event the Government abandons
1ts contractual rights.

(3) Railroad use of focoilitices vrovided
throush publlic aild

Another possible way of lessening the present differonces
in the competitive status of the rallrnads and other carricrs
would be to enable the railrnads fo make usc or greater usc »f
the facilities whose cogt is borne in vhole¢ or part bty the public.

. Raillroads now make extenslve use of harbor and chcnnel
improvements, are engaged directly or indirectly in motor carrier
pperations, and have certaln minor intercsts in air transportation.
The Panama Canal Act of 1912, the Denison Act of 1928, the Motor
Carricr Act, 1935, and the Civll Aeronautics Act of 1936 set up
prohibitions or restrictions on rall entrance into other ficlds
of transportation. No modification of present policies or of .

procedurcs which enable administrative agenclos to apply the

announced policies of Congress to 8pecific situationg 1s in-

dicated as required in the public interest,

(4) A program of public nids fop railroads

In view of the findings sumrarized above ag tn tnlls,

nonproductive expenditures, taxes, amd rallroad use of publicly

provided facilltles, 1%t 1s appropriate to congider the possibility

of directly aiding the rallroads, vhether to compensate for dif-

ferences in the alds thoy currently receive and those given tholr
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competitors ("comoensatory aid", cstimated at about $150,000,000
a year) or as a means OF relleving distress, whatever its cause.
Proposals have been made looking to Goﬁornment assumption of a
part of roadway and structure costs ard to other direct aids.
The railroads, whkile receptive to further Govérnmént loans on
more liberoal terms, are definitely opposed to direect aid, fearing
that 1t might lessen thelr stewardship and their opnortunity to
press for removal of alds to thelr competitors.. Congress hasg
shown no substantial interest in such a program. At this tiﬁe,
the proposals made have gerved malnly to reveal the severity of

. the 1lmpact on the raillroads of aid to Eompetitors, of depression,
and of the baslc decline in the rate of 1ncrease in the demand
for transgportation in general.

B, CONSIDERATIONS AND PROCEDURES WITH RESPZCT TO

ADDING TO TRANSPORTATION FACILITIZS

The aﬁalyses presented in the underlying reports have
ghown that the facllitles providecd with-public aid have conferred
1ittle public benefit in certaln instances, have added to an
exlsting surplus of facilities, have set up repercussions feld
in.many parts of the transportation structure, and created a
demand for further publlc aids to offset the effects of those
alrcady gilven. The conditions of uncconomilc competition which
guch ailds have crcatcd appear likely to be perpctuateds Under
those circumstances, it is appropriatc to offer some suggestions

as to lines of approach to thorougngolng appraisals of the merits
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of specific projeccts as they are pressed for consideration in
the future.

A survey of probable expenditures for additional lnvest-
ments in transportation facilities indicates that they may con-
sideraﬁly exceed 6 billions of dollars by 1950. On the other
hond and barring rclatively limited points or sections, under-
utilization of existing facilities is chronic. Obsolete and
duplicated facilitles contribute to thls surplus.

The report next turns to planning 1ln transportation,
defined as "a del iberate, calculated effort to measure future
transportation needs armd, considering the capabilities of facili-
ties 1in use, to choose that means which, in the public interest,
will mect these needs in the most economlcal and efficilent manner.”
Planning in this sc¢nse has been of limited extent, partly by
reacon of the age of certain facilities, the pressures which
have produced others, the multiplicity of agencies providing
facilities, in still others, and of rapid technologic changes in
gome cases. The Government itself has contributed perhaps the
mogt disturbing of the unpianned eloments.

Planning ehould be ag broad as the forces which produce
the problems to be coped with. For all problems advisory Federal
participation 1s desirable; for some problems active Federal
participation is cgscntlal. Coordination of Federal, regilonal,
Btate and 1ocai planning activitles 15 cxceedingly difficult, for
the reason, among others, that States and their subdivisions

frustrate sound planning by thelr individual ang colloective gfforts
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to secure Federal funds for purposes which are basically in-
consistent with planning objectives.

Whether or not formal "planning" will be possible, it
1s essentlal that there be at least continuing studies of trends
in transportation and of the factors which explain them, and
that efforts be made to set up standards and objectives by which
the merlits of given projects can be appraised. Regulation can
do much toward bringing about the objectives envisioned by
planners; on the other hand, it can frustrate planning objectives.

Suggestions as to methods and criteria

to be used in apvralsing proposals for

additions to transportation cspacity

These suggestions embrace the followlng:

(a) Need for definite, searching statements of
the objectives to be scrved by given projects.

(b) Determination of whether the objectives are
in the public lnterest.

(¢) Determination of whether the objectives will
te recallzed:

(1) Has there been adequate exploration of
the physical featurcs of the plan?

(2) Have the costs, however they are to be
borne, been estimated as accurately as
possible? Here a distinction is dravn
between the crlterion of "private costs",
essentlal for planninﬁ in a competitive
economy, and that of "Government costs",
of interest after a project has been
authorized. GCosts of carricer service
must also be estimated.

(3) Will the costs be lower than those of
existing agencles of transportation?
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Attention is especinlly called to the
appraisal *echnique developed in chaps.
III-VI of the volume on water transpor-
tation.

Will the bencefits be realized? Projects
which have not fallen bty the wayside as,
the result of testing of the kdnds indicated
above need finnl testing of this nature.
Two conditions are assumed: (1) Tnat the
uvser will pcoy for the fnacilitles placed

at hls disposal. Consideration is here
given, among other things, to the economic
strength of the various branches of trans-
poriation, as indicented by trends in their
traffic, abtility to pay for existing fa-
cilities, ond, in the highvay field, to

the future course of motor-vohicle regle-
trations. It is concluded that "if the
vorthvhileness of future improvements were
to b2 subjceted to testing on strictly
cconomic grounds, cxtremely fow watcrway
improvemsnts would be lustified and pro-
posals for further punlic cinocnditures to
add to air and highway facilitiecs would
require most critical examination." (2)

- The other condition is tha% in which tho
user 1s not expected to pay. Here the

only test is the extent of the use, wialch
in turn depends on the advantages offered
and the extent of the ,potentially avallable
trafflc. There have been nany disappoint-
ments in the past, accaunted for in part

by reductions of the rgifs of cormpeting
forms of transportation, This condition
leads to efforts to Justify projects on

the ground that they wiij confer indirect
benefits of this kind. Tho lack of definite
data to serve as elements of g forecast of
vhat will transpire has permittced uneconomic
projects to escape rigorous Testing, It 1s
observed, incidentally, that the proposal,
scmetines node, for-paying the raillroands

in order that they nay reduce their rates
in an amount equal to the gsavings expected

to accrue from n rivon projec c-
Ticability. ¢ project lacks pra

The need for an in

dependent review agency,
acting as

an arm of the appropriating branch



43~

of the Government, to be informed on trends
in transportation and tn report on any
project before.its approval or disapproval,
is stressed. Such an agency would also
serve as a maang of centact with the States
on problems of joint interest and would
tend to encouvage the establishment of
similar agenceies in the States.

/

Other ccnsiderations bearing on the further addition of

transportation capacity are as follows:

(a)

(b)

The general sources from vhich a de51re or necd
for additional transportation facilitics may cnme.
These sources are found to be (1) changes in
technology, vhich set up the least disputable
clainm for favorable public consideration; (2) -

the rate of growth of population, the reductlon
in vihich has caused a basic change in the outlook
for transportation, and changes in tiae ccononic
character and geograpnic situs of production
("decbntraliaation of industry"), all of which
bear on the future demand for transportatlon
scrvice in the agegregate; and (3) a desire to -
gain competitive advansage.

Trends in expenditures for transportation, -wnich
have been estimated roughly %o have grown to
ncarly a third of the national income of a recent

" year, including, of course, passenger car use; and

(c)

The financlal condition and requirements of _
governrents in the decade ahead, with indication

of the burden of present indobtedness and 1its
bearing on ability to pay for additional trans-
portation facilities,

Mentlon also is made of the problem of finding sound

bases for the distribution between strata of governments of

costs other than those assigned to the users of given facilltles.

 Federal grants in ald, $8,000,000 in 1912, aggregated (aside

from emergency relief grants) $335,000,000 in 1937. Consider-

. ation of principles to govern suéh distributions dates from at
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least the repbrt of the Inland Watecrways Commission (1208);
certain efforts toward defining such princlples have been made
in recent years, out without any ﬁarked degree of success.
Exclusive Federal responsibility for the development of airways
ig indicated; on the o%ther hand, local participation in the
provision of airports is appropriate. Local coopcration has
occurred in the case of waterway impro#ements ard through the
provision of terminals, but greater cooperation, with proper
considcration of benefits conferred, 1ls esscnticl, Federal
participation in primary road construction on a 50-50 bagzis

(up to a defined maximum expenditure per mile) is of long
-standing. Like sharing of the cost of improving seccndary
roads may not be appropriate. States and their subdivisions
also have perplexing questions respecting the sharing of costs.
There is need here for defining the interest of a given State
in its different road systems, of setting up the defirite ob-
jJectives which road grants are to serve, and of defiring the
limits of motor-vehlcle user responsibility. In both the
Federal ard State field there is nesed for case studies, which
may in turn lead to generalizatiops a8 to the relative respon-
gibilitles of differcnt strata of government for.given types
of expenditures. Percentages so derlved would be usceful guldes
for tre future, but they could be applied in particular in-
stances iny after careful conslderation of all factors there

involved.
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' The goncral roport concludes vwith an cconomic analysis
of proposed sﬁperhiglways, of the so-called "naster plan for
frec highway development", and of a proﬁosal for a natidﬁal
systcem of alrports. These analyses are made in an ¢ffort to
apply, concretely, the methods of appraisal hereinbefore out-
lincd.

The geveral reports contaln much statistical ghd other
material of value in studieg dealing with many aspects of traﬁs—
portation. Each has a bibliography and index.

_ The four volumes may be obtaincd from the Superintendent‘

of Documents, Washingten, D. C., for $2.40 per set (paper covers).

Individual volumes wlll not be sold.



