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This pamphlet, summarizing the Board's report on 
"Transportation and National Policy," continues the 
series of digests of major reports issued with each of 
the Board's studies of planning policies for the develop­
ment of our national resources. 

At the same time, this statement is a part of the 
series of pamphlets on Post-War Planning which now 
includes: 

AfteF Defense-What? 
After the War--Full Employment. 
Post-War Planning. 
Building America-Better Cities. 

The summary, prepared by the Director of the stud~( 
is reproduced from the larger report with excerp 
from the Board's letter of transmittal to the President. 



THE FU.TURE OF TRANSPORTATION 

The development and building of America has al­
_ways been closely related to the provision of transpor­
tation facilities. We have relied upon transportation 
as the key to settlement of the West and to building 
the Nation more than on any other one factor. There 
is no reason to suppose that we cannot continue to rely 
upon new major developments in the transportation 
field after the war to provide a mainspring for other 
kinds of developmental work throughout the Nation. 

"Transportation is not an end in itself but rather the 
means toward many ends; and because of this its sig­
nificance is magnified over and over again as its influ­
ence diffuses through the whole economy. It is for 

. this reason that such importance must be attached to 
overcoming through the best possible transportation 
plant the obstacles which time and space impose upon 
the productivity of all our resources." Thus docs the 
National Resources Planning Board point up the sig­
nificance of its report "Transportation and N a tiona! 
Policy" in tra.nsmitting the document to the Prcsid'ent. 

"The transportation system has its setting in.a dy­
namic economy, and hence the problem we face is and 
will be a constantly changing one. No 'final' solution 
will ever be achieved. The problem, rather, is to set 
up machinery and to formulate guiding principles 
whereby continuing adjustment can be made to new 
situations as they develop; to changes in the technology 
of transport; to changes in the character of demand for 
transportn tion service; to changes in economic organi­
zation; and finally, to changes in national policy." 

The transportation study was begun in the summer 
of 1940 under the general guidance of Mr. Owen D. 
Young as Chairman of the Advisory Committee for the 
Study. A small nucleus staff was assembled by the 
National Resources Planning Board under Assistant 
Director Ralph J. Watkins, consisting of transportation 
specialists who sought to view the transportation probcm 
as a whole and to understand the influence of transport 
on the economic and social development of the country. 
This staff was ably supplemented by staff members of 
the Federal agencies concerned with transportation. 
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The report which has emerged after a year of study 
has attempted to examine the problems growing out 
of recent technological developments in transportation 
and to review the public and private policies which 
such developments have induced. 

In his letter of transmittal to the Board Mr. Owen 
D. Young, Chairman of the Advisory Committee for 
the Study, stated: "The report is concerned with trans­
port development policy, and it is certain that plans 
for facilitating the transition of the American economy 
from war to peace at the end of the present struggle 
will have to deal energetically and forthrightly with 
the problems of overhauling and rebuilding the basic 
transportation facilities of the Nation. It is highly 
desirable, therefore, that the analyses and policy state­
ments contained in this report be made available as 
guides to thinking and as aids to planning for the 
America we all want to work toward in the years of 
peace that lie beyond the present travail of war." 

The Board in its letter of transmittal to the Presi­
dent added: "l'luns for post-war development cannot 
be considered apart from the necessity of completely 
overhauling the basic transportation facilities of the 
Nation. This physical reconstruction, combined with 
service and policy revisions, must aim not only at mod­
ernization but at the ultimate realization of a transport 
industry which will permit each mode of transport its 
economic functioning as an integral part of the whole 
system. Finally, the transportation policy of tomorrow 
must offer constant encouragement for innovation and 
ample opportunity to meet the needs of changing con­
ditions to assure that transport development may at 
all times contribute maximum impetus to national 
achievement. 

"We have before us in the field of transportation a 
frontier of opportunity-the opportunity of remaking 
our transport plant into one commensurate with our 
technological possibilities and in keeping with the un­
folding promise of American life. The only barriers 
that stand in the way are those of our habits of thinking, 
of our fiscal policy, and of our organizational limita­
tions. It lies in the genius of the American people to 
overcome those harriers." . 
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SUMMARY AND RECOMMENDATIONS 

Transportation: Its Status and Future 
Transportation as a facilitating function of commerce 

is of profound importance in setting the pattern for 
the distribution of economic activity, in linking to­
gether resources and markets into an integrated econ­
omy, in binding together disparate areas, and in giv­
ing meaning to mobility of human resources. No 
better examples of these profound influences can be 
found than in the United States. Transportation has 
made possible the continental economy and cultural 
unity of the Nation, cementing diverse regions, re­
sources, and peoples into an economic and cultural 
entity. 

Because of the fundamental relationship between 
transportation and every phase of national well-being, 
the basic aim of transport policy must necessarily be 
maximum efficiency at minimum cost, to the end that 
mobility of goods and people may be assured. The 
transport system must comprehend all media, coordi­
nated to assure for each its economic place. More 
important, it must encompass all such facilities and 
services as are essential to the orderly and balanced de­
velopment of the Nation's resources. 

The transportation problem rnay be described as that 
of bringing about such an organization of the trans­
port industries and such a system of public regulation 
or control as will lead to the attainment of the ob­
jectives described above: namely, an adequate trans­
portation system operating at a high degree of effi­
ciency and at low cost; with each mode of transport 
operating in its field of greatest economy and usefulness 
and functioning with a minimum of waste and dupli­
cation; with a rate level which is as low as possible, yet 
adequate to support progressive development of trans­
portation facilities and services and of labor standards; 
and with a rate structure that does not unfairly dis­
criminate against particular persons, commodities, 
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places, or regions, and, conversely, which grants no 
undue favors. 

When the Transportation Act of 1920 was passed, 
the domestic transportation problem was principally 
a railroad problem, as it had been since the passage of 
the Act to Regulate Commerce in 1887. This early act 
was concerned with the protection of shippers against 
exorbitant or unduly discriminatory freight charges. 
The Act of 1920 represented a change of public policy 
but the problem was still a railroad problem. Em­
phasis merely shifted to the policy of maintaining 
the financial stability of the railroads, which found 
themselves in desperate condition principally because 
of the disruption in cost-revenue relationships which 
had developed during the war inflation and post-war 
deflation years. 

In the two decades since 1920, there has occurred a 
re,·olution in transportation. No longer may it be 
said that the domestic transport problem is merely a 
railroad problem, or that public policy can concern 
itself solely with the railroads. Today the railroads, 
though still the backbone of the freight transportation 
system, are but one of the several major forms of trans­
portation, and the problems which beset them are no 
longer attributable to a passing disruption of cost­
revenue relationships but to the development of new 
and vigorous competitors. Advancing technology has 
promoted in the highway, waterway, pipe-line, and air­
way fields formidable rivals for the railway industry. 

Role of Public Action 

Public action has been a dominant force in the 
promotion of transport facilities. The content of 
facilities has changed with advances in technology, but 
always there has been the guiding policy of opening · 
the door to whatever new mode of transport offered 
promise of better service or cheaper transport. At the 
same time, regulatory action has been directed toward 
developing such use of these facilities as was deemed 
in the public interest. Public action has produced 
with astonishing rapidity the most extensive system of 
improved highways in the world. Water transporta­
tion has experienced twentieth century revival through 
a system of Government-sponsored interconnected 
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waterways. Public action has fostered a growing mer­
chant marine by the improvement of harbors, aids to 
navigation, the construction of ships, and the financial 
support of ship operation. Air transport has been 
stimulated by a Nation-wide system of airports and 
airways, through mail payments, pilot training, safety 
regulation, and research. Moreover, the war has given 
tremendous impetus to the development of aircraft on 
a mass-production basis. 

The magnitude of the American transportation 
system, including its railways and pipe lines as well 
as its publicly fostered facilities, provides impressive 
testimony of the emphasis which the Nation has placed 
upon the need for transportation service. The na­
tional bill for that service is probably more than 
$20,000,000,000 a year, and nearly a fifth of all invest­
ments are in transportation. The Federal Government 
alone invests a billion dollars a year in transportation 
facilities. 

Possibilities for the Future 

The progress of the past is impressive, but the gains 
that lie within our grasp in the years ahead can over­
shadow that progress. Under the impact of a war 
economy we are moving toward full utilization of our 
man power and productive plant, and we are learning 
again our utter dependence on transport, the real value 
of the physical facilities that make up our transport 
plant, and the necessity of coordinated and efficient use 
of those facilities. What once plagued us as a surplus 
of transportation facilities we must now recognize at 
full employment of our resources as a grave shortage 
that imperils the attainment of war production goals. 
Under the conditions of war little can be done to en­
large that plant, and we shall have to rely in the main 
on strenuous measures aimed at getting maximum per­
formance out of the existing plant. But the return 
of peace will again afford us the opportunity to build 
the sort of transportation plant that our unfolding tech­
nology makes possible and that effective utilization 
of our resources and man power demands. 

In the midst of a desperate struggle that is destined 
to reshape the world, a struggle above all that is geared 
to the technologies of production and transport, no 
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man is able to foresee the precise changes that will come 
in our transportation system. But it is clear even now 
that changes of vast import are almost certain, that 
with the coming of peace we shall enter upon the thresh· 
old of great developments in transport. Consider 
briefly some of the possibilities: 

Air Transport: Not only lacing the country with 
passenger, express, and freight carrying airlines and 
private planes but circling the globe with distance ' 
shattering schedules-backed by capacity to build more 
than 100,000 planes a year. All the airlines in the 
country owned only 350 transport planes before the war 
and have carried from 10 to 15 percent as many pas· 
senger-miles as all the Pullman cars. Little imagina­
tion is required to picture a rapidly developing industry 
that will both create new transportation and make in­
roads upon the traffic of its competitors, especially the 
railroads. 

Motor Transport: Resurgent after the lean years of 
rubber and gasoline rationing, with completely new pro­
ductive capacity and new designs in automotive equip­
ment freed from the shackles of the past; new inter­
regional highways and urban express routes planned 
for construction in the transition period to take up the 
slack in employment. 

Inland W uter Transport: Expanded in scope and 
volume and reequipped with new and more efficient 
towboats and barges. 

Intercoastal and Coastwise Water Transport: Re· 
stored. to normal routes and augmented in tonnage by 
accesswns from the emergency merchant fleet. · 

Pipe-line Transport: Expanded by the exigencies of 
war and backed aggressively by parent companies 
starved because of their dependence on more vulnerable 
water transport. 

Railroad Transport: Flushed with the traffic gains of 
wur thr?ugh diversion and full employment and striving 
energetically to hold th · . . ese gnms agamst resurgent 
rivals. 

These impending devel . . . opments and competitive strug-
~les reqmre that we turn our thoughts now to the mold­
mg of trans~ort development policy in order that the 
necessary adjustments may be made with a minimum of 
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friction and waste. If we would seek increased mobility 
of goods and services and full application of transport 
technology, lines of public development policy must be 
laid out. Through advance planning under Govern­
mental leadership the transport industries will have a 
rare opportunity in the post-war period to rebuild and 
modernize the transport plant and thereby to make a 
notable contribution toward solution of the stupendous 
problems of general economic policy in bridging the 
transition from war to peace. 

·A major objective for the future must be a lower 
level of rates and fares in the transport industry to 
place the rate structure in a more favorable position 
with respect to other prices, in order that restrictions 
on movement may be minimized. There is consider­
able reason to suppose that transport has been dis­
couraged by a rate structure which fails to respond 
quickly to changes in economic conditions, and a rate 
level which may be out of line with the market possi­
bilities of many commodities. There is danger that 
a permanent reduction in truffic volume may result. A 
reversal of present tendencies by greater economy in 
transport operations may vastly widen the future of 
transportation. Improved service, too, is an important . 
aim for the future. Its accomplishment will result, in 
part, from the further application of technical develop­
ments already under way, and partly from achieve­
ment of a large measure of economic coordination. 

Terminal Reoomtruotion.-The most neglected aspect 
of transport development has been the provision of 
terminal facilities. The antiquity of port facilities; 
the duplication and inefficiency in railroad freight 
yards and stations; the difficulties of urban truck load­
ing and passenger car parking; and the lack of modern, 
conveniently located, and properly protected airports 
are all familiar manifestations of the universal neglect 
of terminal operations. Failure to secure the possible 
economies of terminal unification, coordination, and 
modernization constitutes one of the most important 
reasons for high-cost rail operation. It has been esti­
mated, for example, that approximately two-thirds of 
the typical completed car movement, involving about 
15 days on the average, is spent within terminal areas. 
The fact that the terminal accounts for one-third of 



railroad freight operating costs emphasizes further the 
possibilities of terminal improvement as a means of 
restoring railroad profitability and reducing costs to 
travelers and shippers. 

The growth of over-the-road trucking has created a 
need for joint terminal facilities which has been largely 
ignored. Under present conditions small and ineffi­
cient truck depots scattered indiscriminately about the 
cities, necessitating duplicate collection and delivery 
services, are sources of congestion and inconvenience to 
street traffic; and the a:,sence of clearing-house service 
and coordination with rail and port facilities results 
in disproportionate terminal costs and de•. :ys. Meas­
ures of coordination would result not only in sub­
stantial improvements in trucking service, but in bene­
fits to the entire community. Failure to recognize that 
off-street parking facilities must be provided to relieve 
traffic congestion and to insure the continued utility 
of motor vehicle transportation, together with inability 
or unwillingness of cities to adopt bold measures for 
alleviating the problem, have long been a source of 
motoring inconvenience and a barrier to efficient ve­
hicle use. 

Poor location, small sites, congestion, and other 
inadequacies typify a large number of airports into 
which much public money has been sunk. Location 
is often inconveniently distant from downtown busi­
ness districts, and adequate provision is rarely made for 
highway access or transit connections. In addition, 
many airports are dangerously located with respect to 
surrounding buildings and other obstacles, making 
them unsatisfactory for instrument landings or even for 
visual approaches in bad weather. Airport congestion, 
too, has become a serious factor, and the need has arisen 
for segregation of private from commercial flying and 
for the provision of additional airports to accommodate 
increasing terminal activity. 

Present-day terminal facilities are ill adjusted to 
general community development. They usually have a 
debilitating influence on real property values and the 
amenities of living in cities. Their operations often 
conflict with other functions and activities in the com­
munity. In order to eliminate or reduce to a minimum 
such conflicts and mutual interference, terminal facili-
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ties must be adjusted more harmoniously to the desir­
able present and prospective development of the 
community in which they are located. 

Great improvements in service, better utilization of 
land and air rights, and the removal of many existing 
blighted areas would result from rebuilding terminal 
facilities. The objective would be, of course, to fit into 
the most desirable pattern of urban development a series 
of coordinated terminals serving all types of transport 
and open on equal terms to all carriers serving the area. 
These would replace the multiplicity of scattered facil­
ities which have grown in and around most of our 
large cities in a more or less haphazard fashion and 
would handle rail, motor, water, and air transport 
within the framework of a single plan. Thus, there 
would be eliminated much of the wasteful transfer 
and hauling which occurs under existing arrangements, 
and the marl,cd loss of time which results from the 
use of scattered facilities under diverse ownership. 
Central terminals would be connected with all parts 
of the urban area by belt rail lines and trucking 
facilities. 

Railroad Transport.-Physical requirements involved 
in the modernization of railroad transportation are 
tremendous. In addition to the rebuilding of terminals 
and replacement of a large portion of the rolling stock 
with modern cars and more efficient locomotives, grade 
revision, heavier rail, reduction of curvature, electrifi­
cation of dense traffic routes, and modern signal installa­
tions are necessary to permit faster and more economical 
operation. Light traffic branch lines have, in many 
areas, lost most of their economic utility and must in 
the long run give way to highway services. Competi­
tive efficiency demands not only the ultimate abandon­
ment of unnecessary lines but also the elimination of 
wasteful duplications of services maintained for com­
petitive purposes. 

Although public attention has been focused princi­
pally upon the outstanding technological developments 
in the newer fields of transport, important advances 
have been made on the railroads which promise continu­
ing improvements in service and increased economy in 

. operation. With the aid of new equipment, better yard 
facilities, and improved track structures, the roads have 
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greatly acceleruted their freight and passenger schedules 
and now offer a standard of service hitherto unequaled. 

The locomotive inventory has become progressively 
more aged because of the small purchases of recent 
years, but sufficient modern locomotives have been 
placed in service to demonstrate excellent possibilities 
for economy. They are showing directly calculable 
savings ranging from 10 to 20 percent and more per 
annum on the investment. Savings result from the 
greater utilization possible from the modern steam loco­
motive, greatly reduced maintenance costs arising from 
developments in design, reduced fuel consumption, and 
increased hauling capacity at high speeds. In late 
years many roads have ph1Ced in service Diesel-electric 
switl'hing locomotives which enable substantial econ­
omies in fuel, servicing, and maintenance expenses; 
achieve a higher degree of availability than equivalent 
steam power; and htwe a flexibility in operation that 
permits more rapid accomplishment of many types of 
switching work. In both freight and passenger serv­
ice, too, the Diesel has made notable gains. 

Despite the increase in average car C11pacity in the 
last two decades and the increase in loading of some 
commodities, car performance has been discouraging. 
The proportion of deadweight to revenue freight car­
ried increased substantially, until the impact of war 
traffic produced far-reaching changes in car utiliza­
tion. Recent developments in car construction, includ­
ing the use of various light-weight materials and new 
methods of assembly, point to the possibility of ma­
terially reducing the tare weight of cars. 

The demand for speed in modern transport service 
has necessitated adjustments in schedules and operating 
methods. Wherever possible, freight trains are now run 
past intermediate yards for long distances, and classi­
fication is concentrated at strategic points. The length­
ening of locomotive runs has rendered many engine 
terminals superfluous, and both heavy and running re­
pairs are being concentrated at pr'incipal points. Be­
cause most railroad shops were designed and equipped 
at least two decades ago, many of them cannot effi­
ciently care for the larger and heavier locomotive of 
today. Useful economies can be secured by introducing 
new equipment at the larger repair points where inten­
sive use of specialized machinery can be secured. 
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Commendable progress has been made in mainte­
nance-of-way work in recent years. The rapid intro­
duction of treated ties and heavy rails, the use of new 
techniques for building up battered rail ends, the 
rapid adoption of mechanized equipment, and the or­
ganization of specialized system rail-laying gangs are 
indicative of recent developments. A recent advance 
in permanent way has been the development of the 
welded rail which promises reduced maintenance costs. 
More significant has been the rapid development of new 
methods of subgrade drainage which permit more 
economical maintenance of line and surface. 

These are but examples of the many far-reaching 
developments in an industry sometimes regarded as 
decadent. Unfortunately, the railroads have not seen 
fit to apply them on a broad scale during their recent 
period of adversity, and now that they enjoy rapidly 
increasing business they are unable to secure either ma­
terials or labor. Full application must await the return 
of peace. 

Highway Transport.-The last two decades have 
witnessed a phenomenal growth of motor trnnsport 

' operations by passenger car, truck, and bus; and de­
velopments in both highway and vehicle design may be 
expected to continue the progress which has enabled 
32,000,0000 motor vehicles to capture so significant a 
place in society. Important further developments in 
private passenger-car transportation may be expected 
through the safety, comfort, and economy attainable 
by improvements in car design. The conventional 
automobile of today is still but a stage in the evolution 
from horse and buggy; and the need is not merely for 
a thoroughly modern automobile, but one which can 
be owned and operated at a cost far lower than at 
present. Placing automobile engines in the rear, a 
practice which has been successful in bus design, prom­
ises to provide more inside space, greater safety and 
considerable economies in material, and the develop­
ment of polarized light for headlights will permit 
greater night driving comfort and safety. The cur­
rent conversion of the automobile industry to war pro­
duction will eventually give way to a new beginning in 
automotive design. With extensive output of small 
private planes, moreover, there will be considerable in-
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centive to design a car which can compete successfully, 
and which will be economical and properly adapted 
to the problems of short-run urban transport for which 
the automobile is peculiarly fitted. 

In freight transportation, the use of Diesel engines, 
with attendant economies in operation, will mean sub­
stantial enhancement of truck performance. Exten­
sion of the use of light-weight materials for truck and 
trailer bodies may reduce tare weight and increase 
pay load. Interchangeable equipment will furnish fur­
ther opportunity for coordination with rail and water 
transport. 

Inasmuch as the motortruck shares the highway with 
passenger cars, the future of the truck ·is intimately 
related to motor transport as a whole. For this rea­
son there must be a further development in engine 
power to permit better performance on highway grades 
in order to reduce the inconvenience to fast traffic which 
results from the excessive time and space requirements 
of the larger under-powered vehicle. Grade reduc­
tions and additional lanes for slow upgrade traffic may 
provide a solution on heavily traveled routes. Public 
policy with respect to the regulation of sizes and 
weights of motor vehicles may trend toward further 
relaxation of undue restrictions and greater uniformity 
insofar as highway design and traffic conditions will 
permit. On a few of the most heavily traveled routes 
there may be further separation of passenger and 
freight traffic by the provision of parkways for the 
exclusive use of the passenger car or by the develop­
ment of special truck routes. 

Bus transportation promises to become an increasing 
factor in both short- and long-haul transportation. In 
the city the need for improved mass transportation 
will undoubtedly result in the further development of 
fast commuter bus service, and local bus lines will con­
tinue to replace the streetcar. The Tecent advent of 
air conditioning marks the approach of new standards 
of comfort for bus passengers. Terminal and station 
facilities are likewise being continually improved. 

Highway facilities cannot continue to lag behind 
?evelopments in the vehicle to the extent that they have 
m the. past. 1\lany of the most important develop­
ments m future motor transport economy and service 
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will be of no avail without extensive modernization 
of the highways themselves. Although the total cost 
of motor transport is reflected to a preponderant ex­
tent in the cost of vehicle operation, these costs in turn 
reflect the type of highway facility provided. In addi­
tion, large economies in highway maintenance and in 
the life of the pavement result from the provision of 
roads which conform to the requirements of traflic 
density and weight. Significant economies are pos­
sible through the provision of highway capacity suffi­
cient to minimize congestion, and through the proper 
application of traffic engineering principles to elimi­
nate unnecessary stops and starts and interferences to 
the free flow of traffic. In the future there must be 
a realization of the importance of adequate grade 
separation structures at busy intersections, the separa­
tion of opposing traflic lanes, and the protection of 
traffic from encroachments of real estate development 
adjacent to the highway. 

Water Tram•port.-Advances in the efficiency of 
operations by wa~er carriers, both in the coasting serv­
ices and on the inland waterways are evident. New 
types of vessels are appearing on some of the coast­
wise and intercoastal services. Modern construction 
with the latest propelling machinery, whether steam or 
Diesel, enables substantial economies in operation. 
The new designs of the United States Maritime Com­
mission, intended principally for the foreign trade, 
demonstrate the possibilities for combining high speed 
and cubic capacity with economy of operation. 

On the inland waterways, barges and towboats of 
recent construction show drastic changes from earlier 
craft. Improved hulls of electrically welded steel con­
struction to reduce weight and permit greater cargo 
capacity, are streamlined to reduce resistance and en­
able increased speed with the same power. Twin 
screws have been adopted for modern towboats, pro­
viding greater maneuverability and greater speed with 
the same power. Finally, the Diesel engine elfects fuel 
economies, increasing cruising range, and permits the 
use of smaller crews. 

Air Transport.-Technicnl advance in air transport 
has been phenomenally rapid. For common carrier 
service, larger and speedier planes have been continually 
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introduced. Operating costs per· plane-mile have in·· 
creased, but costs per unit of traffic are declining. 
Development of larger planes, coupled with great ex­
pansion of productive facilities, promises economical 
cargo planes in the near future. Small planes for 
private use are also being designed in the lower price 
classes, and the ease with which they can be handled, 
the increasing safety factor, and the greater operating 
economy combine to promise a rapid growth in private 
plane travel. 

After the war, the enormously expanded productive 
capacity must seek outlets in both commercial and 
private air transport, and reductions in first cost will 
greatly reduce fixed charges. The sphere for economi­
cal plane operation will expand rapidly, and the major 
problem will be the provision of adequate landing 
fields to accommodate the increasing traffic. 
D~tributwn of Traffic.-The railway is peculiarly 

adapted to the carriage of goods in large quantities over 
considerable distances. Wherever a sufficient volume of 
trnffic can be developed to permit efficient trainloading 
and a reasonable density of traffic, the railway should 
be able to move inland business more economically 
than any other type of transport, bulk movements on 
the Great Lakes and in the coasting trades excepted. 
Actual performance, however, fulls short of the pos­
sibilities, largely because of a failure fully to adapt 
railway operations to the types of work for which they 
are best suited. 

The future of the railroad lies in its continuance as 
the principal agency for heavy freight movement. The 
railways are capable, under a system of trainload oper­
ation and rates, of meeting much inland waterway com­
petition, other than on the Great Lakes. Except for 
the waterways no agency of transport can seriously 
challenge them save on the shortest hauls. Most rail 
traffic is suited to carload operations, and where ter­
minals are not too complex, this business may best 
move by rail even over short distances. 

The retention of merchandise business on the rails 
depends primarily on the successful development of 
various methods of coordination. The short-haul busi­
ness must be expected to gravitate to the motortruck, 
but severe competition may develop within a few years 
from air-freight service on the longer hauls. The rail-
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roads should be able to continue to offer a profitable 
coordinated merchandise service over routes possessing 
a large volume of business. Present methods of oper­
ation must, however, be revised to eliminate the wastes 
resulting from the multiplication of competitive 
serVIces. 

The motortruck is most useful in terminal services, 
on the shorter hauls, and over longer routes where its 
speed can equal or exceed that of rail operation. In the 
merchandise business, however, speed and flexibility of 
service, combined with favorable rates and minimum 
packing requirements make truck service especially 
attractive. Most less-than-carload business, except on 
the longest hauls, may eventually move by truck or 
by some form of coordinated service. In areas of light 
traffic density, along branch lines, and in local service 
along major channels of trade, the motortruck has 
another important place to fill. 

Bus transportation has important advantages in 
short-distance traffic and in cross-country traflic be­
tween the major channels of movement. It also provides 
frequent and economical service in the light traffic areas 
which cannot be satisfactorily served by rail. Except 
on local hauls, however, good rail service can offer 
substantial competition. 

With the channels of movement' already available and 
maintained, the operating costs for barge operations 
on inland waterways, calculated on a ton-mile basis, 
are very low. It must be observed, however, that a 
large proportion of the inland water routes is cir­
cuitous relative to rail routes, and that the ton-mile 
figures calculated on water distances do not necessar­
ily reflect the relative economy of water and land trans­
port. Under favorable conditions certain types of 
bulk cargo can undoubtedly move more cheaply by 
water than by rail, and under present rate structures 
and methods of handling by rail, a great deal of traffic 
can do so. The difficulties making for high cost in 
coastwise shipping are, perhaps, transitory. The high 
cost of port operation can probably be relieved, and 
the advent of new tonnage may improve the situation. 
Bulk carriage in the coasting trade, especially of pe­
troleum, is conducted at costs far below any available 
land haulage. 

Pipe lines have preempted the internal movement of 
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petroleum and natural gas, and are beginning In '"' 
used extensively .for the shipment of gasoline. Tl ... y 
have taken a large volume of business from the rail en•·· 
riers, and occupy a strategic position that will prob­
ably enable them to hold their traffic. Furtht•r tit•· 
Vlllopment is likely; including experimentation with 
movement of powdered bulk commodities by pipe line. 

Unquestionably, air passenger traffic, especially Lu~i­
ness traffic, will continue to grow at a rapid pace, mak­
ing considerable inroads on rail business. Extension of 
feeder service to many points which now lack air serv­
ice, by the.use of planes capable of getting in and out 
of restricted fields, will broaden the area from which 
airlines will draw traffic. The time is not far distant 
when first-class mail traffic will move exclusively by air 

·whenever time is saved. Moreover, substantial expan­
sion of the air express business may be expected. Costs 
can probably be reduced to a level substantially equiv­
alent to present rail express rates, if volume and reguc 
larity of movement are attained. The advent of this 
business in volume will presage regular service by large 
merchandise planes. The mail and parcels business 
may well be extended to many small communities by 
means of devices for picking up and discharging traffic 
by planes in flight. In the more distant future the 
scope of air-freight opeuations should expand as costs 
are reduced and volume grows. 

Recent years have witnessed a phenomenal· increase 
in private carriage. By far the largest portion of 
passenger business, mostly new traffic, moves in 
private automobiles. Private flying has also grown . 
rapidly but has not, as yet, attained major proportions. 
The effects of the private motortrucks have been 
keenly felt by the railroads and even by the common 
carrier truckers. On the inland and coastal water­
ways the bulk of the service is performed by private 
carriers, including most of the oil, much of the coal 
and steel, and many other bUlk commodities. The unit 
of movement is, however;so much larger than upon the 
highways that comparatively few shippers can turn 
to private carriage. 

Elements of Transport Policy 

Development of an Efficient System 
Wherever the allocation of resources to· productive 

enterprises stems in the long run from consumer choices, 
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• the price system, service, and numerous other 'considera­
tions play an important role. This. is as true of the 

. transport industries as of other sectors of the economy; 
Consequently, reliance must be placed upon the choices 
of the users, evidenced by their patronage oftransporta­
tion services, to call forth a proper 'proportion of the 
Nation's resources into the industry, and to e:ll'ect a 
proper allocation of these resources among the various 
transport media. Allocation of traffic is not accom­
plished by Government fiat or by arbitrary prescription, 
but by the free choice of consumers, 

The achievement of the most econo~ical transport 
system is complicated by the necessity of dealing with 
numerous· factors in continuing and. simultaneous 
change. The various modes of transport must be co­
ordinated, maximum efficiency secured in the organiza" 
tion and operation of each individual enterprise 
involved, and new media and methods be introduced 
at as rapid a rate · as is consistent with the object 
of over-all economy. Meanwhile, traffic must be encour­
aged by rate and service structures to fl.ow by the most 
economical means or combination of means existing at 
any stage of development. 

An Economical Division of Traffic.-Each transport 
agency attempts to share traffic more logically belong­
ing to another. · The railroad, struggling desperately 
to regain its· former position; attempts to retain. the 
short-itaul and less-than-carload business despite heavy . 
terminal expenses which must often result in handling 
at a loss. The motortruck invades the long-haul fields 
by attracting the more lucrative traffic from .the rails, 
despite the greater economy of the latter. The inland 
waterway diverts traffic over circuitomr routes in order 
to share in the haul. This multiplication of overlap­
ping services· in fields of doubtful economy must, in the 
aggregate, account for a oonsidera ble inflation of trans-, 
port cost above that which would result from a more 
economic division of traffic. · 

It is extremely difficult' to ascertain cost in the 
transport industry applicable to any class or descrip­
tion of traffic because of the large group of costs which 
cannot definitely be assigned, and because broad de­
scriptions of traffic may conceal real differences in com­
parative · costs. Despite obvious difficulties study 
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should be made to determine reasonable classifications 
and to estimate the costs of handling by the various 
types of carrier as a guide to rate policy. 

Proper determination of cost involves, of course, 
careful choice of methods. For example, for purposes 
of determining comparative economy there is the ques­
tion of whether any allowance should be made for costs 
already incurred, for these are past commitments and 
cannot be affected by future policy. It may be argued 
that only when expansion or replacement of durable 
facilities is required should the cost of such facilities 
enter into the reckoning. Differences in labor costs for 
comparable types of work and differences in tax policies 
and government promotion may also seriously affect 
comparative costs by the various agencies, placing 
some at an apparent advantage which does not, how­
ever, actually exist. Proper allowance should be made, 
therefore, for unequal compensation of labor, for the 
unequal impact of working rules, for taxes assessed for 
general purposes of government, and for expenditures 
incurred by governments in the provision of transport 
facilities and services. 

Since the final distribution of traffic should be 
effected by the free choice of shippers, the rates of 
carriers for hire by the various means of transport 
should reflect, as nearly as possible, the differences in 
relative cost for broad areas of traffic. Each descrip­
tion of traffic would then go via the low-cost means or 
combination of means unless the shipper or traveler 
considered the difference in service worth the differ­
ence in cost and price. It is likely, however, that 
rigid adherence to cost as a basis for rate making can 
never be applied without the most serious repercussions 
upon established commercial relationships. Out-of­
pocket costs should, however, control the minimum 
rate level, and relative costs can be useful in establishing 
the economic sphere of the various types of carrier. 

Effidenm;.-A truly economic division will proceed 
not alone from rates reflecting existing costs. It is 
also essential that costs for the various services be 
brought to a minimum consistent with the desired 
quality of service and reasonable protection of labor 
and capital. Much can be done to promote efficiency of 
operation in the various transport media. The advent 
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of intensive competition and the severe depression of 
the thirties presented the railroads with new problems 
for which previous experience did not entirely fit them. 
Confronted with the immediate necessity of operating 
with equipment in hand they did well from an indi­
vidual corporation standpoint. In preparing for the 
future, however, they were not entirely successful. 
The roads as a whole have not gone far enough in 
investigating new devices and improving purchasing, 
marketing, and operating methods. There is clear 
need for development of a stronger cooperative spirit 
in the railroad industry which will seek the solution 
of outstanding problems on an industry basis, rather 
than from the restricted point of view of individual 
carriers. Well-supported comprehensive research for 
the industry as a whole is long overdue. 

Efficiency of highway operations is affected by con­
siderations generally beyond the control of commercial 
operators or private users. Inadequate traffic en­
gineering in congested urban areas often results in 
poor use of available facilities and produces serious 
losses to operators and patrons of motor vehicles. 

In rural· areas the most obvious source of disecono­
mies is the multiplicity of small governmental units 
participating in the highway program. In many cases 
the county, township, or special road district has 
neither the size nor wealth to support an adequate 
technical staff or necessary roadbuilding equipment. 
As a result, proper planning, budgeting, and account­
ing practices are often neglected; and the local road 
program, taken as a whole, is generally confined to 
maintenance operations of little consequence applied 
to a patchwork development. In view of these con­
siderations there is need for greater consolidation and 
strengthening of the local roadbuilding function. 

Other types of transport are confronted with similar 
problems, but on a lesser scale. The rapid develop­
ment of air transport which may be anticipated in 
the post-war period promises to pose serious questions, 
such as traffic control and organization. Continued 
planning should be under way to avoid the haphazard 
growth that has characterized other agencies. 

Comolidation and Coordination.-There is much rail 
cooperation with respect to through routes, joint rates, 
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trackage rights, joint use of terminals, joint switching 
operations, and other mutually helpful arrangements. 
The need for further integration, however, is urgent. 
The merchandise freight, express, and forwarder op­
erations require integration in the interests of im­
proved service and greater economy. A central clear­
ing house to settle interline accounts and many similar 
devices are desirable. Finally, improvement and co­
ordination of terminals and the elimination of waste­
ful competitive practices in the large terminal areas 
are urgently needed. 

Further consolidation gives promise of substantial 
economies in the maintenance and operation of the 
railroad system. Rail consolidation should aim at the 
development of regional systems of such size as may 
be economically and efficiently organized and operated. 
Direct service competition should be eliminated as 
far as possible, and the number of separate operating 
companies substantially reduced. A single national 
system under private management is objectionable since 
it would place vast economic power under the con­
trol of a few and raise serious regulatory problems. 
Should integration proceed to that degree, government 
ownership and operation would seem to be the only 
feasible alternative. 

Unfortunately, the chances of securing significant 
rail consolidation by voluntary means are poor. Active 
opposition by established carrier managements, em­
ployee groups, investors, localities likely to be affected, 
and other interests places difficult hurdles in the path 
even of minor consolidations. 

Experience indicates that extensive consolidations 
will not be undertaken on a voluntary basis. The lim­
itations placed upon consolidation under the Transpor­
tation Act of 1920, by the endeavor to promote competi­
tion and protect existing channels of trade, made. the1 
consolidation provisions of the Act essentially value­
less, insofar as the attainment of regional unification 
was concerned. The fundamental change in conditions 
in the transport market make such limitations unnec­
essary today. Care should be taken, however, to avoid 
the formation of systems of excessive size which might 
encounter serious diseconomies from difficulties of or­
ganization .and management. 
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The broader, but important, problem of coordinat­
ing the various transport media with one another has · 
been scarcely touched .. Although each type of carrier 
may have certain fields of operations for which it is 
best suited, it is possible that much traffic would move 
more economically by a combination of means if proper 
coordinating machinery were established. 

Regarding the methods of securing more extensive 
coordination among the various types of transport, two 
views are dominant. One would accomplish coOI·dina­
tion through the medium of monopolistic transport 
companies, presumably organized on a regional basis 
and under railroad auspices. These companies would 
have a monopoly of all common-carrier service and 
would utilize whatever means of transport seemed 
best in a given situation. It is suggested that effective 
regulation and the active threat of private carriage 
would be sufficient to hold such concerns in check, 
compel efficient operation, and necessitate a progressive 
attitude. Proponents of the second view fear the mo­
nopoly position of the transport company, the likelihood 
of railroad dominance, and the possibility of a lack of 
progressiveness. They suggest that such organization 
would permit, if not foster, the stifling of the newer 
modes of transport. Consequently, they propose that 
coordination arrangements be accomplished through 
the media of joint rates and through routes, presum­
ably under some compulsion. 

The public interest requires the establishment of a 
Transportation Agency independent of the Interstate 
Commerce Commission, to plan and promote rail con­
solidations and intm- and inter-agency relationships 
under the guidance of appropriate legislative directives. 
The quasi-judicial functions of regulation of rates and 
charges should, of course, remain with the Commission. 

Finance.-N o consideration of economy and effi­
ciency in transport can ignore the requirements of wise 
and constructive finance. A large body of opinion 
considers the faulty structure of railroad capitalization 
to be a major cause of the industry's difficulties. It is 
certain that the traditional policies of railroad finance 
do not fit the needs of the present. The severity of 
competition, the rapidity of technological change, and 
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the wide fluctuations of business activity all call for 
• a more .flexible structure with fixed charges less bur­
densome than those now borne by most railroads. In 

: order to c~pe with changing conditions and in order to 
make full use of advancing technology the railroads 
must, moreover, be able to secure adequate capital at all 
times. To this end, reserves for obsolescence must be 
set up in connection with future increments to the capi­
tal account. 

The many un~ertainties and new problems which 
have been introduced in the transportation field necessi­
tate increased reliance on various forms of securities 
bearing charges contingent in whole or in part on earn­
ings. Sinking funds must be provided on a more liberal 
scale to promote the gradual reduction of fixed interest. 
Development Policy 

Many years ago the objective of public promotion 
was simply to provide more facilities, for at that time 
the principal problem was the undersupply of trans­
portation service. Today, however, the problem has 
shifted from one of unlimited expansion to one of 
coordination, greater efficiency, and the correction of 
inadequacies. In spite of these altered circumstances, 
Federal promotional policy continues to be concerned 
mainly with the promotion of more and more trans­
portation capacity. Moreover, operating through 
separate public agencies, each acting as the special ad­
vocate of one form of transportation, the Federal Gov­
ernment spends an average of more than a billion dollars 
a year for transportation facilities without comprehen­
sive plans. 

Other deficiencies in transport promotion emphasize 
further the importance of examining public policy. 
Waste of public funds; vague and conflicting objec­
,tives; the absence of criteria to guide expenditure; and 
questionable methods of financing, cost allocation and 
administration have all furnished evidence of se'rious 
shortcomings. 

Under existing promotional policies neither invest­
ment decisions nor the manner in which the transporta­
tion. bill is paid can. be said to afford an intelligent 
set~mg for an econom1c .use of facilities or a wise appli­
catiOn of re~ources. W 1th regard to financing the fixed 
transportatiOn plant, the general taxpayer pays for· 
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water and air facilities, and to a considerable extent 
for highways, although railroads at present receive n0o 
direct support from general taxation. When users do 
not pay the .cost incurred by governments, as well as: 

. those which arise from the operation of vehicles utiJiz. 
_ing government facilities, the resulting rates are lower 
than would otherwise be possible, producing an 
unequal competitive situation. 

Under ordinary circumstances users should pay the 
full cost of public facilities, thus establishing a sounder 
basis for competitive relations because the cost of 
public facilities would be reflected in rates. In addi­
tion, user charges, furnishing government revenues on 
a relatively stable and predictable basis, would pro­
mote financial planning and budgeting of expenditures 
with due regard for traffic "earnings," thereby em­
phasizing economic criteria. 

The introduction of user charges, furthermore, would 
assist investment decisions by imposing a restraint 
upon extravagance, since the beneficiaries of transport 
developments would know that responsibility for costs 
incurred was theirs. But user finance would provide 
no automatic indication of how much of our resources 
could economically be devoted to transportation devel­
opments. The fact that charges would be established 
by Government and that transportation is a necessary 
service would render tolls and user charges comparable 
to monopoly prices; and any monopoly of an essenti!'l 
service can exact a return far greater or less than could 
economically be capitalized in the enterprise. It is 
obvious that, under such a system of finance, it would 
still be necessary for public agencies to make careful 
calculations of costs and benefits for individual 
projects. 

The adoption of user charges and the further de­
velopment of cost and benefit calculations to guide 
investment might still fail to permit a realization of 
the relative economies of transport agencies. A po· 
tential source of inequality would be the difference 
in methods of determining the costs of private and of 
public facilities. Public financing on a pay-as-you-go 
basis takes no account of implicit costs corresponding 
to the rate of return from private investment, although 
user charges for public facilities may be designed to 
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cover large capital outlays and not merely current 
costs. Under existing investment conditions these dif­
ferences in supplying capital may balance well enough 
for all practical purposes to insure equity, but because 
of changing circumstances the ultimate solution may lie 
in the public ownership or leasing of all basic transport 
facilities, with the railroad fixed plant placed in the same 
category as public highways, waterways, and airways 
and paid for according to use. This step would estab­
lish a basis of equality in the provision of all transport 
facilities. Likewise, it would overcome the difficult 
problems arising from the railroad's burden of fixed in­
debtedness, for the user charge would be based on volume 
of traffic, thus substituting a variable for a fixed obliga­
tion. In addition it would permit more effective 
provision of transportation plant because it would 
facilitate joint use of rights-of-way and structures, 
coordinated terminal arrangements, and over-all plans 
directed to transportation requirements as a whole. 

Still another advantage of public ownership or leasing 
of all the fixed transportation plant wonld be realized 
in connection with emergency public works programs 
which now apply only to highways, waterways, and 
airways. In the future the extension of such programs 
to the railroads would have the advantage not only of 
creating a more competitive condition, but of tapping 
a large new reservoir of useful and needed construction 
pJ"Qjects. The tremendous task of planning adequate 
public works for the period of transition from war to 
peace cannot be successful in the field of transportation 
unless it comprehends all transport media. This is the 
central problem of public development policy. Its so­
lution will require social inventiveness of a high order, 
a willingness to face the issue, and ingenuity in contriv­
ing devices, whether they take the shape of public own­
ership of the railroad fixed plant, public leasing of that 
plant, joint public-private investment corporations, or 
other measures. 

It may not always be desirable to finance transpor­
ta~io~ facilities on~ user basis. In the first place, the 
prmc1pal purpose IS to obtain the facilities necessary 
for accomplishing our national objectives, and the man­
ner in which such facilities are financed is therefore 
a secondary consideration which depends upon how the 
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ultimate goal can best be achieved. Secondly, non­
transport objectives might make it impossible or un­
fair to charge the full cost to users. In general, how· 
ever, it is believed that with such exceptions as defense 
needs and the development of new techniques, and new 
modes of transport, user charges offer the best means of 
financing the transportation plant. 

Public promotional policy may be criticised not only 
because it sponsors unequal competitive conditions 

·and uneconomic utilization of resources, but also 
because it fails to encourage the desirable coordination 
among various types of transportation plant, among the 
programs of the several levels of Government, and be· 
tween transportation and nontransportation objectives. 
The logic and necessity of establishing a coordinated 
plan for transport promotion reinforce the case for a 
unified Transportation Agency. 

Regulatory Policy 

Until enactment of the Transportation Act of 1920, 
attention was focused principally on the elimination of 
unjust discrimination and excessive charges. The 
weaknesses of the railroad industry during the World 
War brought changes in policy that gave the Inter­
state Commerce Commission a more positive responsi­
bility for the financial health and service adequacy of 
the carriers. The machinery provided by this act had 
scarcely begun to function before the advent of motor 
and water competition. The effects of this competition 
coupled with those of the severe depression of the early 
thirties aroused strong support for the extension of 
economic regulation to other types of transport. Reg­
ulation roughly comparable to that of the railroads was 
provided for motor carriers in 1935 and for common 
carrier inland waterway operators in 1940. Meanwhile 
a series of regulations particularly adapted to the 
needs of the industry was applied to airlines. 

The force of competition and the application of 
changing regulatory standards have brought about 
gradual and often uneven adjustments of the rate struc­
ture. From the earliest days of regulation it has been 
common for communities and even for large regions of 
the country to allege that existing rate structures were 
discriminatory and deprived them of the development 
to which they felt entitled. The broadest of these 
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controversies has concerned differences in rate levels 
prevailing in the three major·classification territories 
which are said to place barriers in the way of economic 
development over the southern and western sections of 
the Nation. 

The problems involved in this controversy are ex­
tremely difficult to evaluate. Almost every region in 
the country considers itself the victim of the rate struc­
ture, a partial explanation being that "discrimination" 
inheres in any economically practicable rate structure. 
Adjustments which one area call equalization of oppor­
tunity are decried as favoritism by another. Solution 
of the problem obviously is one of elimination of un­
fair or unjust discriminations. :Particular rates cannot 
be criticized without reference to transportation condi· 
tions and rates for similar performance elsewhere. 
The facts and issues require careful and objective 
weighing. The Transportation Act of 1940 recognizes 
the complexity of this problem and directs the Inter­
state Commerce Commission to investigate its elements 
and to take appropriate action to eliminate unfair 
discrimination against any region of the Nation. 
With ·a clear mandate from the Congress, the Com­
mission is in position to deal with the problem in the 
comprehensive manner and objective spirit which a 
fair solution requires. 

Recent extension of regulation to the newer modes 
of transportation has given rise to discussion of the 
wisdom of these steps. In evaluating regulatory 
policy, one group of students has directed its· attention 
to the development of criteria for carrying out present 
policy. This group feels that unrestrained competi­
tion can only result in chaotic rate conditions, de­
pressed earning power, and uneconomic duplication of 
facilities and services. The stabilization of the rate 
level is regarded as essential to the maintenance of a 
sound industry, and regulatory controls based upon 
more adequnte cost knowledge are relied upon to pro­
tect the public from excessive charges. It is thought 
that regulation can produce essentially the same results 
as competition, but without the deleterious effects. 
Although the difficulties of administering present regu­
latory controls are recognized, the task is not presumed 
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to be insuperable and its wise completion is expected 
to convey public benefit. 

The predominant importance of developing a rate 
structure which recognizes the cost and service advan­
tages of the various transport agencies necessitates the 
promulgation of appropriate economic bases for the 
exercise of minimum rate powers. It has been sug­
gested that rates below the out-of-pocket costs of low­
cost carriers should not be permitted; that a bottom 
should be placed under competitive rates fixed by the 
cost of service of the cheapest mode of transport; and 
that the question of permitting high-cost carriers to 
meet the rates of low-cost agencies must be answered 
in accordance with circumstances. In no event should 
the high-cost carrier be permitted to go below its own 
out-of-pocket costs. Consideration should, however, 
be given to the existence of unused capacity on the part 
of high-cost carriers and to the desirability of securing 
the stimulus which results from effective competition. 
It is assumed, of course, that the Interstate Commerce 
Commission will demonstrate a high degree of capacity 
in adapting the general controls established by law 
to the various conditions encountered. The success of 
the regulatory policy embodied in the act of 1940 de­
pends, according to this view, upon the wisdom of its 
application. 

Although the Nation has adopted a policy of com­
prehensive regulation of all types of carriers, there is 
a growing body of thought which insists upon the need 
to reexamine economic conditions in the industry in 
order to appraise the existing regulatory structure and 
determine the direction for future policy. It has been 
suggested that the conditions which prompted the 
original railroad regulation no longer exist. Instead 
of danger of a railroad monopoly, competition between 
and within the various media has become widespread. 
The difficulty of regulating the numerous enterprises 
now engaged in transport, the rise of unregulated 
private carriage, and the possible necessity of further 
extending regulation to consolidate the controls already 
existing, raise the question whether it would not be 
more beneficial to allow larger play to competitive 
forces. 

The lack of evidence of economies of scale in the 
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motor-carrier industry, and to a lesser extent in inland 
water transport, plus the obvious incentives to efficiency 
which result from the competition of numerous car­
riers, have created doubts in some circles regarding 
the desirability of strict control of entry into these 
industries. The growth of rate bureau procedure, the 
restriction on individual action in rate making, the 
establishment of minimum rate structure on the rail 
basis, and the growing tendency for motor and rail 
carriers to agree on rate relationships, all suggest the 
ultimate curtailment of competition in transport and 
a higher cost to the users. 

Although it may have appeared reasonable to regu­
late the competitors of the railroads in the traditional 
pattern or to remove some of the restraints on the rail­
road industry, public policy might recognize differ­
ences in the economic characteristics of the various 
transport media and provide regulations for each di­
rected to its own particular characteristics. Thus, 
motor carrier regulation might be confined to reason­
able safety, labor, and liability requirements, although 
most of the existing railroad controls were continued. 
Greater latitude might, however, be afforded the rail 
carriers in meeting the prices of rivals, due precaution 
being taken to prevent use of their greater economic 
power to destroy competitors. The fundamental 
change in the transport industry, the continuing pres­
sure for further extension of regulation to private 
carriers, and the evidence of a rising rate level under 
comprehensive regulation make a strong case for 
relaxation of existing controls. 

The Labor Problem 

It is typical of belief in the possibility of progress 
that most subjects of major economic importance are 
characteristically described in terms of the problems 
they present. Labor is included among the many 
transportation problems. In the light of present-day 
standards, most students of transportation labor would 
grant that, in spite of set-backs, the long-time trend 
has been one of improvement. Thus, the recognition 
that collective bargaining is fundamental to good 
employ~r-employee relationship is more widespread in 
the U mted States today than at any previous time. 
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There has been no importttnt interruption in service 
in the railroad industry becau·se of employer-employee 
conflicts fur many years. 'l'he air transport industry 
is achieving a similar stability, in part by following 
similar practices. In water transportation there is 
much evidence that the violence of the thirties is being 
supplanted by a more orderly regime of negotiation 
and contract. Motor transport has also made im­
portant gains in establishing the institutions and prac­
tices that make for labor pence. The transportation 
industry as a whole has made its adjustments to the war 
program without major labor disturbances. 

In the field of labor standards progress has been 
rapid and substantial. The 8-hour day has become 
the general rule in the transportation industry, while 
in some sections even shorter work schedules have been 
agreed upon. A great part of the area of wage rates 
is covered by labor contracts at levels which for some 
groups are among the best that American industry 
has provided. Areas of low wages have been reduced 
both by agreement and by regulation under Federal 
law. Competitive strains have been diminished 
through a narrowing of the differences in wage stand­
ards among the several brunches of transportation. 
Safety standards have been steadily improved. 

Some of the greatest gains for transportation labor 
have come in the field of legislation. The Railway La­
bor Act and the National Labor Relations Act have 
~trengthened labor's collective bargaining position. 
The Railroad Retirement and Unemployment Insur­
ance Acts httve provided old age pensions and un­
employment benefits for railrottd workers. The So­
cial Security Act has established old age and survivors 
insumnce for industrial workers generally, including 
most employees in other brunches of transportation. 
State unemployment insurance legislation includes em­
ployees in all other branches of transportation except 
seamen. Safety legislation, both State and Federal, 
has not only benefited employees, but has protected 
the high-standard employers from a form of unfair 
competition. 

These gains of labor by no means represent a com­
plete catalogue. They indicate, however, the progress 
which labor in the transportation industry has made. 
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They suggest that the improve?'ent, of the p:ocesses 
of collective bargaining, the mamtenance of high and 
competitively even standards of hours, wames, and 
working conditions, and the provision of ade~uate 
protection against economic insecurity are desirable 
and necessary features of a national transportation 
policy. . 

In the field of social legislation, railroad labor IS 
more adequat~ly provided for than most employees 
in other forms of transport. Consideration should be 
given to including seamen in the coverage of une~­
ployment insurance, and in coordinating more eqmt­
ably than is now the case Federal and State legislation 
as to retirement and survivor insurance and unemploy­
ment compensation. In spite of the widely admitted 
advantages of workmen's compensation, interstate 
transportation workers are still largely covered by 
employers' liability procedure in providing compensa­
tion for employee accidents. There are conditions 
peculiar to transportation which affect this problem, 
but such studies as have been made indicate that forms 
of workmen's compensation can be devised which have 
advantages over existing liability procedure for 
both employers and employees in the transportation 
industry. 

The increasing strength of labor groups in trans­
portation has itself given rise to problems which should 
be recognized in any consideration of national trans­
portation policy. Among these are problems which 
spring from labor's reaction to technological and or­
ganizational improvements in the transportation in­
dustry, which, in the short run, at least result in loss 
of jobs. Conflict between men and mana~ement on this 
point is as old as machine industry itself, and is par­
ticular!~ sharp in times of wide-spread unemployment. 

In rail_ and water transportation the problem has 
been pa~Icularly acute. In the railroad industry labor, 
along with management groups, investors and locali­
ties, has resisted coordination and consolidation meas­
ures designed to. impro~e the service and operating 
performance of railroads m a manner which has made it 
di~cult to focus attention on the merits of given coordi­
nation and consolidation plans. Legislation, likewise, 
has been advocated and sometimes enacted which at 
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best, is under the strong suspicion ~f being furthered 
in the interest of protecting jobs more than improving 
safety and efficiency. 

No other group of transportation employees is so 
favorably treated with respect to protection against 
the effects of coordination and consolidation unemploy­
ment as railroad workers. The existence of measures 
of protection has not, however, abated the opposition 
of railroad labor organizations to coordination plans 
which might result in fewer jobs, irrespective of possi­
ble long run effects of an opposite character. This op­
position frequently has been matched on the employer 
side-an opposition which for both management and 
labor springs from a vested interest in existing 
economic relationships. Where either labor or manage­
ment is able to demonstrate that coordination and con­
solidation plans cannot be expected to result in worth­
while economic and social saving, their opposition can 
both be understood and supported. On the other hand, 
in those instances in which it can be shown that worth­
while economic and social savings will result, neither 
the narrower interests of labor nor of management can 
be allowed to stand in the way of public interest and 
public policy. . 

Full-crew legislation and train-limit legislation are 
of a somewhat different character. Where their pri· 
mary purpose is to require more employees than are 
necessary for safe and efficient operations, they do not 
accord with sound public policy. If labor is ade­
quately protected against unemployment, these legisla­
tive barriers are against the long-range interest of 
labor itself. Such measures should be judged solely on 
their merits as safety legislation. Management must 
not be prevented from organizing operations as effec­
tively as possible, if neither the safety of employees 
nor of the public is endangered. 

Similar principles apply to other branches of trans­
portation. In longshore operations, there has been 
evidence of "slow down" on the part of labor and oppo­
sition to the introduction of labor-saving machinery 
and methods which is contrary to the public interest. 
To some extent this productivity problem has been rec­
ognized in longshore labor agreements, and labor has 
given indication of a desire to improve the situation. 
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There is reason to suppose that the weapon of "slow 
down" will disappear as a serious problem as collective 
bargaining is accepted as an essential part of a labor 
relations policy and as employers develop strong a~d 
intelligent industry-wide organizations for industrml 
relations. 

The extension and authority of labor agreements in 
the transportation industry has given rise to many 
problems of interpretation of working rules, particu­
larly in the railroad industry. Disputes over the inter­
pretation of rules which can be handled by direct nego­
tiation offer no difficulty. Not infrequently, however, 
agreement cannot be reached, and some kind of arbitra­
tion machinery is necessary\ In the railroad industry 
the final arbiter is the National Railroad Adjust­
ment Board, organized in several divisions and com­
posed of equal members of representation of labor and 
management. If agreement on a disputed issue cannot 
be reached by a division of the Adjustment Board, a 
neutral referee is called in. 

Decisions by referees frequently have been attacked, 
particularly when these decisions have required equiva­
lent payments to employees in a given class of service 
on the ground that work to which their seniority or the 
working rules entitled them was performed by em­
ployees in another class of service. The subject is too 
technical to permit lengthy discussion. At the same 
time it seems clear that some of the decisions objected 
to cannot be defended on grounds of equity. 

The Attorney General's Committee on Administra­
tive Procedure made several recommendations in Jan­
uary 1941, as to Adjustment Board procedure which 
merit serious consideration. The Committee recom­
mended that the Railway Labor Act be amended so 
that no claim filed later than 1 year followino- the event 
out of which it arose should be recognized as valid; 
that carrier representatives should be given opportu­
nity to examine the submission of claimants and make 
formal replies to them; that the privilege of filing 
briefs and addressing oral arguments to the referee 
be permitted in all divisions of the Adjustment Board; 
nnd that the hearing of cases be expedited through use 
of the n\lthority which each division of the Adjustment 
Board has of empowering two or more members of a 
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division to hold hearings and recommend findings to 
the entire division. The Committee also suggested that 
a nonpartisan agency, if it could be brought into being 
by agreement between men and management, would 
prove more effective than the present bipartisan Board. 

These recommendations do not, however, touch the 
question of the substantive character of the Board's 
decisions. Here is a problem for which men and man­
agement in the final instance are primarily responsible. 
If the rules are being interpreted in a manner displeas­
ing to either side, the way is open to change them by 
negotiation under the procedures of the Railway Labor 
Act. The point at issue, after all, is largely the question 
of craft jurisdictions. Is it necessary, in order to pro­
tect established seniority rights, that no man should 
perform work outside his class of service under any cir­
cumstances 1 To observers, looking at the industry 
from a position of some detachment, this does not seem 
to be necessary. It should be possible for men and 
management to work out a solution in the rules which 
would maintain seniority rights and :tt the same time 
give management the flexibility whi~h is required in 
the interests of efficient operations. The two are by 
no means incompatible. It should be a part of trans­
portation policy to assist and encourage the railroad 
industry to work out its own solution of this problem 
in terms of the larger interests of labor, management, 
and the public. 

It should also be said that it is not in the interests 
of the users of transportation service that rules should 
be interpreted in a spirit of narrow legalism. If 
either labor or management attempts to exact the last 
pound of flesh which a literal and technical interpre­
tation seems to permit, without regard to general con­
siderations of equity, the whole structure of collective 
bargaining and union agreements is weakened and 
endangered. 

Transportation and General Policy 
Because transportation is intimately geared to the 

workin«s of the whole economy, the closest interrela­
tionshi; exists between transport operation and general 
government policies. Objectives of a Lroad economic 
nature may be attained in part through transport rates 
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and services, an<l by the provision or withholding of 
basic facilities. 

Transportation facili6es, rntes, and services consti­
tute important potential tools for Government plan­
ning. For example, they are related to such problems 
as diffusion and diversification of industries in what 
are now predominantly one-industry regions; equaliza­
tion of opportunities to serve markets regardless of 
relative transportation costs; dispersion of urban con­
centration; expansion of economic activities in_ unde­
veloped sections of the country; and bolstermg of 
distressed areas. Such policies have frequently been 
promulgated in the past. Closely related to such pr~­
gmms for regional adjustments are those designed to 
foster particuhtr industries. Import and export rates 
ttffect or mny even nullify the foreign trade and tariff 
policies of the Federnl Government. 

Other possibilities of planning through transport 
activities lie in the rehnbilitation of depressed sections 
in urban areas and the provision of housing and recrea­
tion projects which are to a considerable extent de­
pendent for their success upon transport accommoda­
tions supplied in connection with tl1em. In ttddition 
such programs urgently require the wholesale rebuild­
ing of city terminal areas to eliminate the blight sur­
rounding them and to permit aesiruble uses for 
potentially valuable sites abandoned because of con­
gested, unsightly, and unhealthy conditions. In rural 
areas transport development must be coordinated with 
appropriate lund use by judicious planning of local 
road systems and abandonment of unnecessary mi!ettge. 
If broad reforms of this sort are to be made the 

o?ject. of public policy, it is apparent that transporta­
tiOn !S related to them so directly that it cun be 
made an instrument for achieving them. But it should 
be recogni~ed that the pr~sent tenets of regulation 
would reqmre great expans10n to embrace those ends. 
Post-War Poblic Works 

Looking beyond the present war it seems clear that 
t;nnsportation policy must be bnse'd upon the assump­
tiOn that gene~·al economic policy will be directed to­
wnrd the mamtenance of production and national 
income at levels assuring substantially full employ­
ment. We must expect the national income to range 
upward from $100-$120 billions a year. There cun 
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be no question that the magnitudes with which trans­
portation policy must den! ~viii be markedly increased. 
This is of the greatest consequence, not only for the 
planning of a trtmsportation system adequate in size 
to meet the new demands, but for the differential de­
velopment of the various types of tmnsportlttion. At 
high levels of production and consequently of trans­
portation, the complementary character of the severn! 
modes of transport may become dominunt over their 
competitive feutures. In nn America enjoying a na­
tional income of $120 billions or more, vastly greater 
transport cupncity will be necessary. 

Trnnsportation is closely relttted to public invest­
ment, and it seems clear that whatever set of policies 
may be determined upon to secure a full-employment 
level of production and income, the public investment 
ingredient will be greatly expanded over any previous 
levels, and may conceivably be relied upon ns the 
major element of general economic policy. Moreover, 
the expanded public works progt·nms of the next 
decades may well contttin nn even higher transpor­
tation element than hitherto, pmticulnrly in view of 
the accelerated advances in technology. 

Unfortunately, plans for trnnsportation develop­
.ment are hampered by the absence of appropriate ma­
chinery for coordinating the projects of the different 
trnnsport agencies; and the private ownership of mil­
road way nnd structures seriously restricts the oppor­
tunil;y for public investment. The problem of mil­
road modernization, particularly in the terminal areas, 
requires that attention be directed immediately to ways 
and means of including mil projects in the post-war 
reconstruction program. This action is necessary also 
to permit an over-nil approach to planning public 
works in transportation, and it appears logical to con­
clude that such mutters are the proper function of a 
unified Transportation Agency. For largely upon the 
nature of the post-war projects included on the public 
works shelf, and upon the wisdom with which they are 
coordinated, will depend the realization of an adequate 
trnnsportntion system. 

Policy Recommendations 
Throughout this Summary Report, conclus~ons h.nve 

been indicated implicitly in the nature of the dtscusswn. 
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In order, however, that the direction of the findings may 
be made explicit, salient policy recommendations have 
been outlined below. These recommendations naturally 
must be read within the context of the foregoing dis­
cussion: 
I. A Unified Transportation Agency 

Problem.-Though a billion dollars a year is spent 
by' the Federal Government in the provision of trans­
portation facilities, there is no machinery for coordi­
nating this activity to the end of providing the most 
efficient transport system best adjusted to the needs of 
the Nation. Federal promotion of transportation op­
erating through separate and independent agencies 
which act as special advocates of one medium or another 
is at once the most significant force in transport de­
velopment and the most poorly coordinated phase of 
transport policy. Integration of planning and devel­
opment is essential to an orderly guidance of the 
Federal Government's investment program. 

Reeommendation.-A N at ion a l Transportation 
Agency should be established to coordinate all Federal 
development activity in transportation along the lines 
of a general and progressive plan under appropriate 
legislative directives. Existing development agencies 
would be absorbed as divisions of the new Agency. 
Apart from the normal development functions of these 
agencies, it would be the special responsibility of the 
Agency to undertake leadership in programs for trans­
port consolidation, terminal unification and reconstruc­
tion, coordination of the various transport media, and 
encouragement of the development of new forms of 
transport within their respective economic spheres. 
Active cooperation with the regulatory agencies would 
be required, but the National Transportation Agency 
would be responsible for the unification of the Fed­
eral Government's planning, development, and admin­
istrative functions in the field of transportation. 
II. Rebuilding and Coordination of Terminals 

Problem.-Terminals present some of the most diffi­
cult and most neglected of transport problems. In 
many urban areas they have grown without plan and 
without attention to their effects upon land use and 
the general urban industrial, commercial, and residential 
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development, and too often they symbolize urban blight. 
Seldom are the facilities of the various types of trans· 
port efficiently coordinated to provide the best and most 
economical terminal service. 

Becomnnendation.-The planning and construction of 
modern, unified terminal facilities to serve a coordi­
nated transport system is a logical public responsibility 
for which leadership should be undertaken by the pro­
posed Transportation Agency. Such modern terminal 
areas should be provided by appropriate government 
action as an integral part of the city plan, their facili­
ties open on equal terms to all suitable carriers. 

III. Public Responsibility for Basic Transport Facilities 

Problem.-The basic facilities for highway, water­
way, and air transport are publicly provided. A strong, 
insistent, and pervasive public demand by a transport­
conscious people has resulted in a great development 
of these facilities' and their progressive improve­
ment and modernization in keeping with technological 
progress. Although these developments are necessarily 
brought to a halt in the war emergency, it is abundantly 
clear that, with the return of peace, the shackles will be 
broken and a transport-rationed people will demand 
and secure a vastly enlarged system of highways, air­
ways, and, to a lesser degree, waterways that will 
overshadow all the progress of the past. 

In sharp contrast, the privately owned railway plant 
is in the main dependent for its modernization and im­
provement on access to private investment markets. No 
matter how antiquated these facilities may be; no matter 
how great the need for modernization, improvement, 
and rebuilding; and no matter how imperative may be 
the national economic need for the resuscitating in­
fluence of these developments in time of growing unem­
ployment, the decisions must rest with managers and 
investors who necessarily are confined to the limits set 
by private finance. In consequence, the railroads are 
barred from participation in public works and develop­
ment programs, and likewise, they are excluded from 
public plans embracing physical coordination with other 
forms of transportation. 

Another condition stemming from the position of the 
privately owned railroad plant in a setting wherein all 
other basic general transport facilities are publicly pro-
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vided is their unequal competitive position. In the lean 
years as well as the fat years, the railroads must carry 
a heavy burden of fixed charges while at the same time 
their competitors operating over public ways are subject 
more to variable costs which fluctuate with the volume 
of traffic. That these burdens have for many roads be-
· come unbearable is attested by the record of railroad 
bankruptcy and receivership. And even in the lean 
years publi~ investment in highways, airways, and 
waterways grows apace, thus threatening the railroads 
with ever more and sharper competition. The net result 
of this condition has been increasingly to place railroad 
securities in the speculative classification. Under these 
circumstances there can be little assurance that capital 
funds will be forthcoming for a program of railway 
modernization and improvement commensurate with the 
national need in the post-war transition period. 

Recommeruiati07l.-Logic and necessity suggest that 
the credit of the Federal Government must, by appro­
priate fiscal devices and under appropriate safeguards, 
be made available to the end that the formidable tasks 
of railway modernization and improvement may be in­
cluded in public works programs aimed at upbuilding 
the country and at sustaining the national economy in 
the forthcoming difficult years of transition from war 
to peace. It must be a central task for the proposed 
Transportation Agency to devise suitable means. 
IV. Railroad Consolidation 

Pro b Z e m.-Well- planned combination has been 
thwarted by the opposition of a multitude of interested 
groups, unworkable provisions of the Act of 1920, and 
the failure to provide authority to compel consolida­
tion. In consequence, wasteful duplication of facilities 
and competing services continue. Plans for coot·dina­
tion and consolidation in transportation which can be 
shown to result in increasing the economy of operations 
should be furthered despite opposition from investors, 
labor, management, or affected communities based on 
a narrow vested interest in existing economic relation­
ships. 

Recomnnmuiations.- Under appropriate legislation 
the Transportation Agency should be empowered 
and directed to proceed at once with developing and 
carrying out plans for the economic consolidation of 
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operating railroads. Consolidation should contemplate 
~ limited nu~?er of systems arranged along regional 
hnes, but av01dmg systems of excessive size. 

V. Highway Tra~sport 

Problem.-The rubber shortage and the conversion 
of automobile plants to war production make inevitable 
a drastic curtailment in the use and development of 
highway transportation equipment. At the same time, 
shortages in material and labor and the loss of normal 
sources of highway funds require a similar reduction 
in roadbuilding activities until after the war. 

Recom;mendation.-War conditions provide an ex­
cellent opportunity in the highway transportation in­
dustry for the redesign of automotive equipment along 
functional lines; and for the planning of a modern in­
terregional highway system and urban express routes 
to accommodate the automobile of the future. The 
highway transportation industry and the Federal and 
State governments should undertake now the task of 
assuring the restoration of motor transport after the 
war on a modern and efficient basis. Leadership in this 
program should be undertaken by the proposed Trans­
portation Agency, with special reference to the powers 
inherent in the control of Federal promotional funds. 

VI. Urban Highway Development 

Problem.-Accidents, congestion, delays, high operat­
ing costs, and lack of accommodations which harass 
the movement of city traffic provide striking demon­
stration of the inadequacy of highway transportation 
in urban areas. 

Recommendation.-Major emphasis in future high­
way development must be directed to the provision of 
express highways and off-street parking in urban areas. 
Under the guidance of the proposed Transportation 
Agency, the Federal-aid program and the distribu­
tion of State motor vehicle revenues to municipalities 
should be revised to cope adequately with the magnitude 
of the urban problem. 

VII. Land Acquisition 

Problem.-Needed development of transport facili­
ties is frequently restricted or prevented altogether by 
antiquated legal procedure and inadequate financial 
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ability which beset the States and localities m acquiring 
land for public purposes. This situation constitutes 
a primary obstacle to preparing transportation projects 
for a post-war program of public works. 

Recommumdation.-Immediate authority should be 
granted to permit the Federal Government to acquire 
and finance land acquisitions at the request of State 
and local governments, as well as for Federal promo­
tional agencies. Properties acquired for State and local 
governments would be repurchased from the Federal 
Government on such terms as the proposed Transporta­
tion Agency may determine to be suitable. 

VIII. Expansion of Air Transport · 

Problem.-The impact of war conditions upon air 
transport through aircraft development and produc­
tion, pilot training, airport construction and other aids 
promises a tremendous acceleration of the industry and 
an enormous peacetime capacity in the post-war period. 

RecommMUlation.-The proposed National Trans­
portation Agency should be directed to accept the un­
exampled challenge of air transportation by planning 
in the most enlightened manner for the establishment 
of the new medium as a major and integral part of our 
future transportation system. This planning must com­
prehend programs for conversion of the airplane indus­
try from war to peace, for location and construction 
of airports on a vastly expanded basis, for enhanced 
development of aids to aerial navigation, and-above 
all-a rational program for coordination of air trans­
port with other forms of transportation. 

IX. Regulation 

Problem.-Questions have been raised regarding re­
cent extensions of regulatory controls in the transport 
industry. It has been suggested that differing economic 
characteristics of motor and water transport make it un­
desirable to pattern their regulation upon established 
methods in the railroad industry. The danger follows 
that unnecessary rigidities and the encouragement of 
rate agreements may lead to inferior service and higher 
costs than would prevail from unregulated competition. 
The problem, in essence, is that of finding a balance 
between competitive forces and public controls. Public 
policy must insist on retention of the maximum benefits 
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of competition in price, in service, and in flexibility con­
sistent with the avoidance of chaos. 

Recommendation.-The extended regulation under 
the Motor Carrier Act of 1935 and the Transportation 
Act of 1940 is too new to provide adequ•tte experience 
on which to base a policy decision at this time. The 
proposed Transportation Agency should, however, 
undertake continuing evaluation of the economic results 
of present regulatory practices, including changes in 
the rate level, quality of service, and intensity of com­
petition. It should examine regulatory authority and 
practice critically, in the light of developments in 
transport technology, with a view to determining 
whether the alternative of relaxation should be at­
tempted; and it should make suitable recommendations 
to the President and the Congress for any legislation 
which it may consider advisable. Meanwhile, regula­
tory agencies should apply with caution the minimum 
rate and right-of-entry controls to avoid undue restric­
tion of competitive forces. 

X. lnterterritorial Freight Rate Controversy 

Problem.-No conceivable freight rate structure can 
be free of "discrimination." This condition underlies 
charges of discrimination against particular regions. 
The policy problem is that of a careful, comprehensive, 
and objective weighing of the freight rate structure 
with a view to eliminating unfair discrimination. This 
cannot be done in terms of specific rates in isolation but, 
rather, must be done with reference to transportation 
conditions and rates for similar hauls elsewhere. Al­
though discrimination among localities has been unlaw­
ful since 1887, in the Transportation Act of 1940 the 
Congress has specifically recognized and proscribed 
regional discrimination in rates, directing the Inter­
state Commerce Commission to study the elements of 
the question. 

Recommendation.-The complexity of the rate struc­
ture and of the issues involved in the present contro­
versy and the nature of the problem are such that fur­
ther legislative treatment appears inadvisable. It is 
urged, however, that all the interested groups l~n~ the_ir 
cooperation to the Interstate Commerce Comm1sston m 
order that a fair solution may be sought in an objective 
and dispassionate spirit. Moreover, it is to be noted 
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that the ac)lteness of this problem will be alleviated 
·with the further development of .competitive agencies 
of transport. 

XI. Labor 
Problem.-Long-range considerations require greater 

attention to the desirability of more equitable balance 
among the several transport agencies in collective bar­
gaining arrangements, labor standards, and labor 
legislation. 

Recom;mendation.-The logic of nation-wide organiza­
tion of transport employees requires a parallel organi­
zation of employers. in each of the several branches of 
transportation for the conduct of industrial relations 
on an industry-wide basis. These industrial relations 
must extend far beyond the normal limits of bargaining 
to embrace systematic cooperation between men and 
management, not only for their mutual benefit but to 
serve the public interest in transport efficiency, service, 
and safety. Arrangements for negotiation between men 
and management, however different they may be in the 
various transport agencies, must be equally effective in 
promoting the solution of employer-employee conflicts 
without interruptions in tra"\lsportation service. There 
should be a greater degree of uniformity of standards 
in social security legislation for the transportation in­
dustry, and greater consideration should be given to the 
possibility of substituting workmen's compensation pro­
cedure for the present system of employer liability. 
Procedures of theN ational Railroad Adjustment Board 
should be revised to accord with the recommendations 
and suggestions of the Attorney General's Committee on 
Administrative Procedure. Agreement rules which 
have been interpreted to require a rigidity of jurisdic­
tional lines as between occupations should be altered 
to permit greater flexibility in securing economy and 
efficiency and in improving service without sacrificing 
the interests of employees in maintaining labor stand­
ards on a high and equitable level. In the interpreta­
tion of rules any attempt to substitute a narrow 
legalism for considerations of justice and equality 
should be rigorously opposed. 
XII. Post-War Investment 

Problem.-Inevitable readjustments following the 
present war will require far-reaching participati<:m in 
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productive investment designed to stimulate and main­
tain a high le\'el of national income. .Although billions 
of dollars have been spent in the past to provide emer­
gency relief employment on transportation projects, 
results have been grossly inadequate in the light of what 
might have been attained. 

Recommendation.-The transportation industries, 
properly developed and coordinated as contemplated in 

. this report, offer some of the most promising opportuni­
ties for wise investment. Public expenditures aimed at 
securing lasting enhancement of the national income, 
however, must be carefully planne!;l in the field of pro­
ductive enterprise. Both the formulation and the exe­
cution of such plans must be the special province of the 
proposed Transportation Agency, to the end that the 
transportation industries may make their contribution 
toward bridging the transition between war and peace 
and in order that the Nation may build a transportation 
system commensurate with our material resources, our 
technological possibilities, and the resourcefulness of 
our people. 
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