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COORDINATION AND INTEGRATION OF ALL. TYPES OF TPANSFORTATION 

4 February 19~9 

DR. ASHTON: General T iolman and gentlemen: In our study of 
transportation as one of the contributory factors in economic 
mobilization, we have been dividing our time between the differe~<t 
types or modes of transport. It is imyortant, therefcre, that ~.,~e 

give some attention alsc to the consideration of certai:~ aspects 
of our transportation system tal:en as a whole. 

I take for my subject this morning the statement of General 
Heileman, Chief of Transportation, who said recer~tly: '~'Our pr:hnary 
~ob is one of Coordination." General Heileman went on to say -~hat : O 

"At present there is .... much military plar~ning along tl~e line of 
transportation coordination, i believe the transportation ind.lstry 
should follow suit." 

Let me make an observation at this poinh before i ccntir~ae. In 
selecting any subject for discussion, there are usually several 
alternatives presented in ~ae manner of treatment. The point of view 
which is chosen automatically eliminates the others that might have 
been chosen. I have chosen this morning to consider coordination 
within the transportation industry, partly because I believe this 
is what General ~F~eileman ~'as talking about} however, i am not going 
to present a mobilization plan for transportation. This v.rou!.a be an 
encroaci~nent on the work of anoti~er unit of t'ne course which is to 
follow. Moreover, I believe that in order to for~nulate a good mobiii- 
zation pianj it is essential to examine first certain aspects of the 
industry that we are dealing with in its normal peacetime setting. ;'@e 
need to know as accurately as ioossible waat we have to ~J;ork with before 
v~e start to formulate any specific plan. 

~~hat I propose to do, therefore, is to present what may b~ termed 
Some -of~ the less well-known facts with regard to transportation w-~th 
specific reference to this problem of coordination. The discussion 
will also be restricted to ti~e domestic phase of the problem. This 
means that the relationship or coordination between inland transporta- 
tion and overseas operation, for exa~.~pie, will not be considered. 

7~ith these limitations in mind~ then~ v{hat is the situation 
within the industry today? 

I v;ill a.pproe~n the problem from three angles. In the first 
place, I ~;ill try to indicate what is the nature of the problem° 
'.'~hy did General Heileman make the statement he did? Secondly~ what 
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is oea~na the oems.n~ for fuller coordination of our ~,a.nsportation 
services? '.,'Jher~ does this de:uand cc.me from? For it is not restricted 
t O  b ~ : 9  ~','r~ - - -  ~- . . . .  - • ..:_:~,:. ~stablishment. And, third]y~ why is there this apparent 
-~.L="~u~c.. tc nrcv~.ce " ~u-<,/~ "-- coordinated services?" Lhat are the obstacles 
in 5!',9 v.'s"j of achieving 7..'l~at is obv-:.cusi$~ a desirable end? 

Considering first the nature of the prob!em~ it may appear to many 
~" , v ~ S  o~ "~ "" ~,~- you as a ...... of ~im,~ ~o gi-:'e an hour to the discussion of a matter 

which .floes not seem to offer any important complexities. It is obvious 
to even the most casual observer that there is a very considerable 
degree of coordination bod<7 of" transport services. But why then did 
General Heileman say that it is "our primary job"? And why did he 
express Glue wish that the industry v~orld do some planning such as the 
2ranscortation Corps is doing~ Eviduntly tb.~ degree of coordinat$cn 
~_<~ exzsts today leaves something to be desired. ,~ny is this so~ 
It is becr~,use actually this m~tter of coordinated services directly 
affects so[~'-c of the most vital z.~,,~:csts the individual carrier 
& -'-~eP.C ie S. 

.~ost of us hove b~en bau~.ht to ~::_..nk of '-,- 
induStr0"as ~ssentially monopolistic. It is supposed to b~ because 
of %his characteristic ti:at i~-,-~vas one of the first industriJs to be 
brou{i~t under regulation as a ~.ub].ic u%i] "~ ..... • ~/~o protect the public 

interest. But some o~ you .q~O" nave r~ad that, even before the enactment 
of the Transportation Act cf 1875~ tqere had be~n aompetition betv,'een 
the various agencies df trc.nspcrt:'.tion, so severe as to warrant the 
title of rate "wars." And it w<.s partly to protect the public and 
the carriers themselves ......... ~ga,_,so the i]-effects of this sort of throat- 
cutti:~g competition that regulation ~'.ns _,~z~.ted Today, ccmpetition 
betwm~n c'~rriers cf like types is more ='~straincd, but it still exists. 

.vbanv;hile, the advent and growth of t!:e nov;or t fpes of transport 
have resulted in tn;s development of a n~w and w~ry intense competition 
botwe¢n them and t.qe older fcrr:~.s of transportation. This industry, 
waich is generally looked ui~on as a c~:refu!ly regulated momopol.7~ or 
group of near-monopolius, actunily is composed o£ a large number 
of individual enterprises en,puXed :i:~ a very real and intensu competition, 
both among th~ separabe units of llkc ~ype ~nd bet~een the different types 
cf transportation agencies. 

The matter of coordin':;~d services .'~ff'ecbs the, so compctitiv-c 
r~iationships v~ry directly. At the same timu, coordination of tae~e 
sepe.rate s~rvicos is esse:~ti'.~l if v.,e arc oo s÷:cure the nr.ximum effi- 
ciency in th~ functioning of' %he L:,tien's trznst~ortaticn system as a 
whcl~ which is, in turn, necessary in ord,~r to reach our maximum 
economic potential. It is for this reason that General Heilem~n called 
attention to the problem. From the standpoint of national security as 
well as peacetime prospCrityj it is essertia] tkat t',:e country's 
transportation s-:stem~ includins all ag~nc:]..-~s involved, be !naintain~d 
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in a state of hish efficiency at all times ~zith due r~ard for whatever 
technological improvements will increase its over-all capacity. A 
sound governmental policy, taerefore~ is needed in achieving ,.his end. 
This is the problem. 

Comins now to the s.~ccnd point in our discussion, the origin of 
the demand for fuller coordin.~tion of the various transportation 
a ~ . . c _ , . , ~  is obviously partly military, but it is also in prrt 
industrial, and it is bound up in these competitive relationsaips 
betv.~~en the individual c.::rriers. 

Recant!y, in the c~-se of practically all forms of transportation, 
t~e demand for services ~:as been running rhead of sup~lyo But this 
has not alv,~ays b~en the case. It ",'...'as not the case just prior to the 
past war, and it may not be the case in the very n.J:.r futur~o In fmct, 
v,.~e are already getting signs that the demand is failing off vsJth respect 
to the postwar situation. 

As long as business is good, one agency can often get traffic 
ti~at som,~ other azency is un~bl~ to handle. This locks lik~ coordina- 
tion of service, and in instances m~y actually be so. During the past 
war, this sort of ccordination of truck services was accomplish,~d 
ti~roug~ the establishmc~.~t of "Joint Action ~ians" by the Office of 
Defens~ Transportation, with centralized information offices ~vhich 
attempted to provide maximum utilization of equipmunt by notifying 
op~rators of available cargoos~ But in times of poor business~ when 
excess capacity oegins to appear, so'~s of the tr~'ffic secured by one 
carrier may be at the exp~nse of anoti~.~r carrier. Envious eyes ~.re 
unu~., cast on t~e other fellow's movements .qna ;~rg~m.nen--s spring up 
for some sort of readjustment of the situation, 

A declinins trend in the proportion of the total transportation 
service perform~d by th~ rafi.iro:.~ds v,.~as evid.~nt b~fore the p!,~t war. 
This deciin~ wr.-s in part the natural result of tho growth of the 
newer agencies, and may have o e , ~ e _ ,  accelerated by gcvcrr~r~ent 0olicies 
which fcst.~red ti~e expansion and i.mprov~:~:.~nt of public right.s-cf'-way 
and ot~:,~r aids, But chan~es in commerciml practices '.',ore a~so a ,_actor, 
as vre!i as c~rtain ].imitations inh~re.ut in t~e older for'~s of transport; 
namely, t~u~ incompieten~ss of th~ service afforded those custo:~crs not 
having priv,ut~ rail sidings or dock facilities, and the time consmn, ed 

-~ ~" ~' " ~ service on ~.t~,~. short hauls. In addition to the limitations c[ ........ 
performed by the railroads a.'~d tn~ waterw'a/s, comr.:~Jrc-i~i ~ ~" " ~  

. . . .  i~C~l CI~ ~ involv- 

ing the przctic~ of what has be.zn called "h.<nd-to-mouth" buying also has 
tended to reduce the r~iativo volu~,:ie of rail and water movement of goods 
compared to the otner agenci.ss " " ' ' ~ "  ~ n a ~ . ~ r  shipments for exa:~mle~ ].end 
th,~r,.,selves to ::lotor trans-c, ort, o.nd n~nd-to-mouth policies of the industries 
called for a reduction in th~ stocks carried by r!-..~rchants a~d ~Iso a 
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reduction in the averase size of shipments. Transfer of stock between 
individual merchandising estabiis~ents w:~ich are not too widely separate 
can be performed overnight by trucks, including store-door pickup and 
delivery services, without a transZer of lading, whereas railroad service 
would require additional truck hau}s at each end of tl~e run with conseque 
delay in the delivery of the shipments. This wcuid be true also for wate 
transport and air transport. This is s~ply saying that certain types ef 
services can be performed more effectively by motor truck than by other 
transport media. But the length of haul by motor truck has been constant 
increasing, and the variets~ of goods carried has also been steadily grow- 
ing, so that now the motor tr~.:cks handle about the same list of commoditi 
that are moved by railroad or v~a~e~.~ay. 

Rail and -~ater carriers, as well as air carriers, use motor trucks 
to perform the initial pickup and final delivery services for considerabl 
proportions of their traffic. This is the kind of coordinated service 
which they like. In tmese instances the ~otor carriers per£or~n certain 
terminal services, and act as "feeders" for the other transport agencies. 
£s tile services perfor~ed by the individual agencies become more competi- 
tive, there is fostered a change in the attitudes of the different agency 
types vis-a-vis each oti~er. An attitude of rivalry is engendered in 
place of the earlier cooperative reiat~onship ~gnich tends to obstruct 
t:le further development of coordinated services, ibis is essentially 
t~e situation today. 

Now, with respect tc the obstacles in the way of performing the 
fuller coordination desired: iranspertation is a partial:!y reou!ated 
industry~piease note that word "~artiaily"--but t~e preservation of 
competition as a bulwark against monopoly has largely dominated regu- 
lative policy down tarough the years. This was important during the 
era when the railroads and waterways -~',ere the principal agencies to 
be regulated, 'ihe monopolistic character of the railroads at that time 
was recognized, and properly so, Regulative policy in those days 
involved, efforts to protect the competitive position of the inland 
water,'.~ays~ Tilese efforts were mot comp!6tely successful, however, 
because the services provided by the railroads in many instances were 
sups riot. 

After the First T~orld ~"~ar, with the advent of motor transport and 
the revival of inland v~ate~vays operations, the intercarrier relation- 
ships began to change rapidi: 7 and drastically--fostered in the first 
instance by the inability of tl~e railroads to meet the demands placed 
upon them by t~ie war~ and, secondly, by a n~w era of road building 
and waterways development by the 8overnmento 

Seth the railroads and the ~ " ~ uov~rn.,~nt were slow in recognizing 
the significance of these caa~ging relationshiZ, S o But tile rapid 
invasion of the railroads' interesvs by t~e motor carriers forced the 
rail carriers to recognize ti~e new com~etition. Regmlative policy 
di{i not take cognizance of this changed situation, he-:rover, until 1935 



when Part II of the Transportation Act was instituted, providing 
resulation by the Interstate Commerce Commission of "For-Hire" motor 
carriers. This is where the word "partially" comes in that I used 
a moment ago. For the "For-Hire" carriers represent only about 30 
percent of the total vol"~me of business conducted over the highways, 
The other 70 percent of highway carriage is entirely outside the 
jurisdiction of the Commission except for matters of safety, iaoreover, 
the same situation obtains with respect to the carriers by inland 
waterways. The Commission's authority reaches public carriers only, 
and then v~th important exemptions involving bulk carriers. So that 
between 70 and 90 percent of inland-waterway traffic is beyond the 
scope of the Commission's regulatory powers. This obviously has con- 
siderable importance in connection with any attempt to coordinate 
services. 

In its investi~ation of the coordination of motor transport, the 
Interstate Commerce Commission has this to say: "That transportation 
by motor vehicles, busses and trucks over the public highways is within 
certain distances and in certain respects a superior service and that 
rail and water lines be specifically authorized to en~age in the trans- 
portation of both persons and property by motor vehicles and .... encouraged 
in the use of this instrumentality of commerce whenever such use will 
promote more efficient operation or improve the public service." This 
statement susgests a rather liberal point of view on the part of the 
Commission with respect to railroad entry into the motor carrier field. 

In the Kansas City Southern case, however, the Co~¢.ission, in grant- 
ing permission to the railroad to engage in motor vehicle operations in 
the transportation of genera], cormmodities in line haul, placed certain 
limitations on the operations that were approved. They were restricted 
to certain key points on the applicant's lines, and it was further 
stipulated that the services were to be auxiliary to or sugplemental 
of rail service. In tne lllinois Central case and in the Seaboard Case 
also, decided in 1939, these same limitations were placed on the motor- 
carrier operations of the railroads. 

There are a number of different kinds or types of coordination. 
Services .may be coordinated among individual c~.rriers within a given 
type. Individual railroads and trucking companies coordinate their 
schedules so as to provide through-long-distance service. Railroad 
rolling stock has long been, and trucking equipment is now being, 
standardized so as to permit easy interchange for this purpose. There 
are instances also of tae joint use of terminals by railroads and by 
motor carriers. I have already given instances of coordination between 
different types of carriers in truck pickup and deliw,~ry services for 
the railroads. Elaborate equipment is provided by the railroads at the 
big ports on the Great Lakes to facilitate coordination of services 
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bet~.~;een t~e Lake carriers and the railroads. Si~,~iiar facilities are 
provided at some of the coastal ports also. 

'i~ese instances represent the coordination of services p.~'ovided 
.bi~: indepe~Ide-~t agencies to a large desree, dealing ~vith each o~her at 
ar~r:'s length and v~'ith adjustment of charges carefully supervised by 
the res-alative authority~ prLmarily t~,e Interstate Commerce ¢omslissicn. 
It has been effected within the general competitive framework upon 

. ~.'~'hicl~ our regulative policy has been based. It has been accomplished 
to a con~iderabie degree to meet cha~'~ging business metaods a~ud as a 
result of pressure applied by s$ippers. It has not been developed 
so extensivei~ as it could be because of the spirit of rivalry bet~,,.~een 
tl~e different agencies-lwhicn I mentioned earlier--that has grovrn v~'ith 
the gro'~'th in the competitive character of the services rendered by the 
individual carriers. 

It. the Kansas Cit~ Southern case alread~ mentioned, the independent 
truckers ursed that, i£ the railroads "~vould cooperate v, ith them, the 
desired coordinated service could be performed adequately v,ith t-~e 
existing facilities and v'ithout the grant of a~~y nevr operating authority 
to the railroad. In respons.,~ to this~ th,~ railroad stated t~-~at if it 
turned ever traffic to the independent truck.ars~ it v.~ouid be snort haulin 
itself for the benefit of comp<~titive agencies and ".,~,ould lose a very 
valuabl{- portion of its revenue. In reply to the trucking companies 
the Commission stated '-~ it -~" '" " ~,.-~.~ ,~as :-~t.'.~out power to ccmpel coordinated 
services O-sty:con carriers by rail and carribrs by motor vehicle. This~ 
it said, could be accomplish~ed only by thu medium of through routes and 
joint rates, and it had not the authority to require their establish- 
ment 

',~iaat is the situation today? "~.,itb r~spect to the relationship 
bet'.~een thc railroads and t~'~e motor carriers~ it is substa.~]tiaily the 
same. The Commission is. still-,~ithout po'.'~er to provide or require 
through reuters or join~ rates, and v:ith respect to relationships 
b~t¥,-~en motor carriers and ~?:~t~r carri~rs~ the " : " oc.m:~:ss~o.~ still has no 
• po~,';;er to requir~ this kind of coordin'-ited services. It does, hov.~ever~ 

• J:~.~ve this pov,~er as h~t:,:e-on r,=~ilroads and v;ater carriers. This is an 
anoma]~OuS situation "~vhich obviously ne~ds correction. 

.~e ar~ f-~ced h~.~-~e ......... ~ a mixture of coordiliatcd s~rvic,~s-oerformea 
largely as a r~suit of econcmic pressures by a~encies v..'hich are) for 
t;ne most part, indep~nde~it~ of each ot~r, combined v:ith intense com- 
petition~ a substantial proportion of ~.'.4~ich is un,fl~r regulation large±y~ 
t','ith respect .to only one set of competitors ~ nam~iy, the rhiiroads. 
'ihis situation, •.combined w-ith th.:~ feeling v.~nich had b~com~ quite general 
befor.e the past v,'~r--that curre~:t r~u!etive policy involved serious 
inequities ".,:ith respect to the treatment accorded the different methods 
of transportation~fostered the demand for a dm~=r':'~.- .... ~'* type of coordina- 
tion~ namely~ that :-hich goes ~der the ter~. "integration." 
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Apglied to a service indust~r suc) c.s. transportation, inte T.ration 
may proceod along ~ith~r cf t~:o !in.:s or both toAether. It may 
~,~ the form of unified control by a carrier of its sources of 
mat:trials and equipment, such as coa± mines, , ~ r  supp!v, oil. ";,:ells, 
refineri.-s, car and locomotiva 51ants, or b~yond to tn~: producers of 
ste:~i and other industries v.rhich provide the ra~,- ~ateriais that go 
into the ~.~roducticn of tra:~sportation, railroads have., from time to 
time, controlled their own scuro,~s of f u~l, znd rat~r intimac, e 
relations have grown up in some ~n~n~s betv;e~n so~e steel companies 
and railroads, though in taos.~ cssas it was sometLmes lif~icult to 
determine who was doir~g t~a integrating. In general, hov~v~r, integration 
in this direction has not procs~ded far in transportation~ although 
sem~ of the bigger systems, as you knov:, do build ~q~iigment in their 
ov~n shops to satisfy a portion of their requirements. This sort of 
raiationship also exists today b.~twe~n c~rtain air fin as amd steamship 
companies a~;d builders in th.~ir r~sF-cctive fluids. 

Integration may also involva th;-~ v'~rious transFortation services 
performed. Coordination of services may he secured either through the 
cooperation of independont curri.ars, about w[~ich i have b~en speaking, 
or through integration undar a single management. This is a form of 
unification. 

The advoc:~t,~s of int=jrat.od tran~(,rt scrvic~.s start fro:-tha 
premis~ that ~:,ithout unificat2on a national transportation policy is 
impossible. As to the form unification should take, there Should be 
centralized private o~:,nership o~' oomp.~.ting transportation companies, 
regulated by a single gc.v~rrgnentr'~l a~cncy. Und.~r the prasent system 
of multiple control, yromotional activities ca.rried on by Go~',~rmn,~nt 
in behalf of on~ or more carriers ~ay be carried to tn~ ext~dt of 
r~ducing or seriously damaging tn~ capacity of another form of 
transport to p~rfcrm its legit~at~ role in the ~.crfor:::anc~ cf 
essential services. 

7~e h';v.., today the Interstat~ Commerce Commission controlling in 
som~ m~asure practically all forms of surface transi~ort. At the sam~ 
ti~e, the ~i[aritimc Commission is churned with curtain promot, ional 
activities r~g:ardi~,g shipping, and a third agcnc/, the Civil. Aeronautics 
Board, is authorized to promote and control ("encour-~ge and d~.ve].op" 
ar.~ the words -used iu the Civil A.cro;i~.:~utics Act) air transportation. 
Since air transportation is in direct competition with surface trans- 
portation, ~;articul:'_rly ~vith respect to passenger mov~mcnts, obviously 
the activities of the Civil A.~rc.nautics Eoard in promoting air transport 
maybe i~dir-cctiy or direct!j in conflicb with tr~e activiti,:~s of the 
Interst~tc Commerce Commission in th~ ex;Jrcis~ of its control ov.~r the 
surface carri~rs. And, as a m~.-:tt~r of fact, ~':~ havc t ~ i a . y  ('omp!:.~ints 
r~c~ivcd by tn(~ Maritime Comr~;ission theft t~c Int~rstat~ Com::~rc~ 
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Commissmon is allowing railroads to charse rates on competitive traffic 
so low as to keep the coastal shipping interests out of the service. 
In ~ ~ .... ~ " aca~zon to these Federal agencies, there are 48 state public service 
com~nissions oi' one sort or another~ many of them a-~temoting to get ~-~ 
t-~e~£ can cut of the carriers o serating ~ithin their boundaries. Their 
policies someti•mes Conflict with those of the Federal agencies. 

The charge is made txat t~se present basis of 'competition is unfair 
and damaging to siue national interests by causing an u~atural dis- 
tribution of traffic an.~ thereby prevenbing the full effectiveness of 
cerbain agencies. If F.romotionai activities by the Government (conducted 
at public expense) in behalf of other agencies result in reducing the 
demand for railroad service~ for example, t:se effect may be to make less 
attractive the remaining services, and also "to make the cost of perform- 
ing them his.her. This process te~s tc be cumu]ative in its effect and 
might eventually res;41t in serious deterioration of railroad capacity. 
The railroads have constituted the backbone of wartime transport. Their 
importance is such that the national security would be jeopardized if 
any important deterioration deve!o~ed in t~eir ability to ~erfcrm the 
lo~dg-range, mass movement of hea~ goods which is their s cecial pro~#~nce. 

In his report to the Seven~y-t~rc Congress on the regulation of 
transportation agencies (See Senate ~ocument 152 of the Second Session), 
the Fed~rai Coordinator said: "It is clear ti~at no regulation or 
restrictions should be imposed upon any form of transportation merely 
for the purpose of benefiting some 6thor form of transportation. Ti~e 
test must be bi~e puL:lic interest. On t h e  cther nard, whatever the ~ublic 
interest may require ought to ~e done ~o matter how it may affect private 
interests." 

The railroads accepted this ~ec}aration oi' }~r. Eastman's as supportin~ 
their demand that they be relieved of the unequal basis of competition 
today resulting from promotional activities of the Goverr~ment in behalf 
o2 other trans~ortatio n agencies through public road building, waterways 
and airways improvements, and the iik~ carried on at public expense, 

re, _~ ....... ~a~ they must finance ti~eir o~'~n improvements themselves. ~n~Jy insist 
tDat the ~rescnt system of reg~aluticn fosters an unhea!thy overlapping 
ef services with consequent [u~nccessary d~]plication of facilities which 
could be avoided if rcgu!ation ~ere concentrated in one i~ederal agency, 
and all units in t~e industry were given the sa~:]e treatment. This could 
be acccmp!isned if the present v.~rious individual carriers were combined 
into a few integrated transportation companies offerin~ substantially 
all types of transportation service as conditions misht require° In tnes~ 
instances individual,services could be performed by the agency best suited 
to perform them. 

i 

~8 



,-..-S ~ . { ' ~ . : ~ ! :  t .  ~ 4.', \ ~ i . ~ '  . . . . . .  (.L, ~'~='~ . . . -  
J £- <[, ~C" 

Those in opposition to t~ais scheme say: "';~e iik~ 7four gen,~rai aim, 
but we don't_ like your method of achieving it." Thu coordinated op~ra- 
tions which may be required to ~ffect both the comp!r~te service essential 
to .the ~i~ater carriers, the air carriers, or the railroads as v.a~ll as 
ti~e desired horizontal expansion of services can be attained ~'~-ithout 
integration simpl$- by cooD~ration ~-ith the motor transl~.ort agencies 
involved. They point ou~ t~.~at in ma!~y instanc;~s no~,~ ~rminal pickup 
and delivery services are performed by independent carri,~rs tfn.~ough 
contractual arrangements; and v.=ith respect to lin,~ hauls, the institution 
of through routes and j oin~ rates ~.:~ould be all that is required to 
provide the shipper with the ability to shift from one agency to another 
as he may desire. In fact, they say further taat instead of freeing 
tile shipper to choose t~ie mode of transport :uhich he felt best suited 
his particular circumstances, transportation by integrated comoanies 
"'~ould t,~nd to restrict his freedom of choice by reducing the p:ccsent 
intercarri~r competition. 

There is also a financial ar~n~.,~itt advanc,od by advocates of coor- 
dination throush integrated-companies: It is arg~u~d that "In the 
foreseeable future, thare may not be enough p~ac~time traffic be ~o 
around and assure security for priTat;J investment for ~v:~n a m~'.jority 
of ti~eso thousands cf s~paratoi¥ incorporated ~ia'ancius. In such ~i situation 
all sagm.unts of the industry ~:r,e likel~f to suffer." A solution throug'h 
gov.~rmmcnt o~vnership is rej~ctsd as impracticable and contrary to our 
traditional economic policy. 

On the other hand, r~iianca on comp,~tition among privately ovzned 
enterprises, with each restric%,~d tc its particular fi,~id as at 
present, -..~rill continue to lost.at ur~.e~!tky duplication of services 
with a gro~ing proportion of mar~inai enterpi'is~s callin~ for some 
kind of assistance. T~i~ v:ay out of this dilemma, they say, is through 
the establishment ~f a. f~'; competing transportation companies. Com~:~ti- 
tion b~t~ve~n these transportation companies would be on a fair and 
equal basis) as each competitor would be aol~ to avail itself of the 
goveriCmunt aids accorded ~ o:~e .... diff,~rent meun~ of transpcrt. It v rou!,d 
improve th~ financial strength of the industry by providing a broader 
b~se for earnings, it ~vculd foster standardization of rolling stock 
and the centralization of shops and oth~r maintenance operations :,.'ith 
considerable resultant economias. 

In reply to this financiai .'<rsu~.~nt, the oppon,snts of int<{gration 
point out ti]a% the gre~tes.'.%, proportion of the funds r.Jpresen%ed in 
these integrated transportation companies ~.~:ould be provid,~d by %he 
railroads. Since riley would represent tn~ bulk of the capital that 
vJould enter such combinations, they v:ould dominat,c the policies. 
These pc!icings, it is arg-u~d~ would be based on th~ d~sir~ to prot.~ct 
these vest.~d interests and ~~ouid, th.~refcr~, prooably b~ such as to 
prevant the freest development of n~v.~er agencies of transport. Progress 
v;ould be retarded in th.o effort to protect th~ dominant interest. 



-'~ i :~  ~ ,  ' "  
_i ,_ - ~  ,,. ~ ~1~ 

This appears to be the present attitude of the Federal Government. 
in a report submitted to the Congress by t~e Attorney General just 
before the close of the war, he said: "In international as -~veil as 
the domestic arena surface carrmars are seeking to enter air transporta- 
tion. in the domestic field the railroads are seeking to establish air 
operations. ~,ioreovar, the railroads are urging tnc adoption of legis- 
lation to permit or require the creation of 'integrated transportation 
systems' which would bring under common control rail, highway and air 
transportation. Such systems ~,,:culd, of course, be dominated by the 
railroads. Thus far, the !~ation's transportation policy has decreed 
the independence of competing forms of transportation on the principle 
that any form of common control ~ould obstruct the realization of the 
full potentialities ~f each mode of transportation." 

The answer to this statement advanced by the advocates of integration 
is twofoldc First, tney point out that the proposed formation of integra 
companies is limited to com~non carriers, and~ therefore, would in no way 
prevent the operation of independent private or eontract air linesj 
waterlines, or motor lines. The field would still be free under the rule 
set do~,vn by the agenci.~s charg~ d with regulative responsibility. Secondl~ 
by controlling the nature and scopa of integration, a healthy competition 
betT~eun tnes~ integrated systems could b~ maintained "~hich ~vou].d provide 
a vary satisfactory safGg~aard aga.inst domination by any specific interest: 

The position of the Goverrm:ent, ho~'.'evur, do.ca appear to stand pretty 
definitely in the way of th~ formation of int.~r~ted transportation 
comp::nics. Not only do we have the st~.tem~r~t of the Attorney General 
just quoted, bu.t the attacks by the Jey~artment of Justice on the railroad 
rate bureaus, and the Association of Ame~can Railroads under the Sherman 
Act indicate an antagonistic position toward attempts of the carriers 
to act collectively even in matters which are subject to regulation by 
the Interstate Comri:erce Commission. ~he Association of American Railroad~ 
as a kind of clearing house for the industry, was of great service to 
our ~,,~l~ltary Establis~.:~entduring the past war, and the job done by its 
Car Service .Division wis invaluable. This servic~ ~,:ould have to .be done 
by some central agency v.~h~tner or not the Association of American Railroad 
continued to exist, 

\~ith respect tO aTr transoort, the Civil Aeronautics .Board has 
consistently pursued a. policy of refusfng'emtrance into the air transport 
field by surface carriers. R,~strictions of one kind o~ another imposed 
by the Board forced the Santa Fe Railroad to 'abandon its ~i~ttempt to 
operate air s~rvices as unprofitable, and the •shipping-interests have 
never been able to get the Board's saiCtiO"n to operate air services 
in the " - ...... • nt~ n~=onul field. 

lO 



-{- "~' .,.9 & 

There is no specific provision in the Civil Aeronautics Act 
prohibiting surface carriers from operating air services, but Title 
I of the act contains clauses relating to regulation of air transporta- 
tion which require the Board to "preserve its inherent ~,dvantages"--and-- 
"foster sound econo~&c conditions." These clauses open the way for the 
Board to deny entry to surface carriers. The requirement of a certifi- 
cate of public convenience and necessity, covered in Title IV of the act, 
also provides the Board ~th a means of restricting entry as it sees fit. 

Now, what is the attitude -:~ithin the transportation industry itself 
to coordination through integration? Tnere is actually a considerable 
degree of inconsistency indicated. The railroads want the integrated 
transportation companies. They look with much less favor on coordination 
through the cooperation of independent agencies as merely a means of 
broadening the field of operation of the motor carriers and inland water- 
ways, thus further intensif~ying competition and duplication of services. 
The motor carriers, on the other hand, will nave none of the so-called 
"transportation companies," and they say so with considerabl_e vigor. 

The trucking industry is quite ready to extend the coordination of 
services through cooperation as inJep~ndent agencies. As I have already 
indicated, they have offered to establish t~rough routes and joint rates 
in instances when the railroads ~,:ere unwilling to go along. Some of the 
truckers have gone even further and offered to assist t~e railroads in 
the solicitation of traffic in connection with their pickup and delivery 
services. The railroads' ansv~er ~o this suggestion obviously is an 
emphatic "NO." They say, "Jest as soon as we turned over the soliciting 
to you fellows, we would lose control of the traffic. That contrcl would 
pass into your hands and ~::e would soon be hauling freight for you on your 
terms. All you would be doing ~,:ould be to collect the freight, and we 
would be ~mertaking the main burden of transportin~ it without having 
anythin~ to say about it." 

Certain motor transport operators and water carriers have meanwhile 
been tryin~ to obtain permission from the Civil Aeronautics Board to 
operate certain local air services as complementary services or feeders, 
ostensibly° This suggests the desire for a certain deeree of integration 
in spite of the declaration of their official spokesman, though this has 
not progressed very far. in considering tnis problem~ it is n~cessary 
to beware of special pleaders. 

]~hat is the attitude of the snippin~ public to coordination t~irough 
integration? Available information is only fragmentary, in the field 
of rail-v~ater coordination testimony adduced from shippers by the Federal 
coordinator of transportation indicated that certain railroad operation 
of steamship lines was being performed in the interest of the public. 

li 
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in ansv, er ~o an inquiry by the Federal coordinatcr addressed to 
536 traffic mana~ers of industries and c"=.ambers of commerce, A6 ~ercen- 
favored rc~eal of ~'~ lav~-s restricti.'~g th~ ra:ircads in furnishin~ v;at, 
transLor~ation ser~rice; 33 pcrc~nt v.'~re op~os~d~ a~ud 20 percent did no 
ans~,:~er. Dit~- respect to integration, 58 ~ercunt favored cocrdination 
of al.i ag~-~ci,~s en~a:ded in domestic transportation; iA percent were 
o]..~osed;: and 28 percent did not reply. Thes,= figures indicate that tS. 
shippe~'s, .as a group, favor coordination of transport servic~ss, as v:as 
to be expected. As to ccordin'~tion tnroug~ integration, the evid.~nce 
is inconclusive° 

Th~r~ .is one ct;~.~r group '.~d~cs~ opinions on transportation problems 
• shouldcar~j considcratle v~~ight, and ~~ho, ti-er.efore, should be consulte 
in reachin~ any conclusions t,.~at mi.~ht be arriv,~d 'at res~rding tn~ 
question of coordinatTon through inteeration. This is the group of 
ecenomists v~:~o are presumably devoting a major portion of t~:eir tim~ t 
tk~C anal)rsis of transportation problems and whose ?.pprdach Should have 
a c:~rtain desirab!c objectivity. Thu guidanc,~ ~;,:hi,qL'.,~v,~~ ~mi.sht hope to 
secure ~ro~ this source, ho~:.'~vcr, is -~[[tiat~d to some ext~t by the sa 
l~ck of a~r~munt, that .~.,:~ nav~ fo.und .~:~ong the r~pres~entativ~s of the 
snippers, t:~c C..ov~r~.mJnt and of th~ industry itself. 

Professor Sorrei! o~ tnc University of Chicago, v;ho is also direct 
res~srci~ for the Air Transpcrt Associ-tion~ is opposed to int~;gratcd 
transportation companies. He says, "Our transport system has been bui 
and operated and continues to be maint~ined upon pn~ pridcipie of coot 
tion...throush competition, " The o,a_].ance of po',':er resides in the patro 
and not in th~ vcndor...bcrlous ccnsid.~ration should be given tc the 
questmon v~h~tn~r dcp~.~d~nce uoon form competition Should bc abandoned 
at t~is juncture..." 

On ti~ other h:.nd, ~'ir. L. ~ K. Si].icox~ it" ~n address at the Harvar 
Business Sci~ool just before tnc ",~-ir s~id: "I v:eu!d inciine to th~ bel 
tibet no entirely satisfacbory recov.~ry o£ inl,znd transport s tabilizati 
-~vill b~ rc~lizud until th~ ma:ior nisi~vray traffic serVices ar.~ fully 
coordinated ~'.~th rail~.:,.ay opcr_.tlons under id~nticai man~'gement. So 
c!$ariy arm tn.~ir interests rcl::t~d~ one ~vith another, ti-~at their iden 
should merle for the n~:tional objective of true transport cocrdinatio[ 

Professor Emery Johnsonj University of },!.r~syl'¢ania, h-~s tills tc 
"...T~n'~t th~ public is interest.Jd in~ ":nd v,:h~.t tne govcrr_.m<n~ policy 
should seek to bring about, is ~,.n~ dcv~iopm~nt of a national transport 
system in which e?_cii mode of transportation can functlen ~.,,ith maximum 
ef~i~n~.__ ~_~ ~ and eco~lonly, Such .-.. transportation system, c~:n bc d.~velop~d 
only by a close co¢.rding.tion _~u~ int.;~r.~lon" " .... ~ ~" of its sev:~ral component 
~'=.r ts." .. 
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un~w,~rsity of Pittsturgh points out Professor Sidney ~,..iill~r of the "~" 
that "Coordination does not require the entire elimin::tio:~ of coms~ti- 
tion bet:~-een th~ various agencies of transport...Yet, tc the extent 
th:~t competition remains, compl~te coordination has .~ot b~en attained, 
and the social wastes that foliov; from duplication p~rsist." 

Ther~ is no point in q~.aoting from th~se various sources unless 
whet they save to say will b~ of some assistance to us in reaching a 
conclusio~ ~. ~'.hich is sound, ih-3 stat.~ments r:gad here have been pr.~sented 
because of the belief that they do m::ke a contribution to the tninking 
on the subject. Th~ evid~nc.~ so.~<s to suggest that among this last 
group of generally disinterested students in the fill. 5 of transport~tion, 
the majority opinion is that the wastes o{" comp~mtmon are pro~~b]y :;s 
much to be f~red as the loss of it under the conditions whici~ obtain 
today. 

~,]ow, let me summarize what I imv.-~ be~n ss~ing. In su~port of General 
Heileman's statement that th~ coordination of transportation services is 

problem, we have pointed to the com~!exity of the relationships between 
the individual transport a~nc~es which h~ve resulted from th.~ gro~,~h of 
the newer agencies and the steady ~xpansion of the services v.).~ich they 
offer, many of which services are coordin'~tc with and supplementary to 
the services performed by th,~ old~r asencies , but many of which are at 
the same time competitive among themselves and with the el Jet forms of 
transport. The objective of providlng completely unified and coordinated 
services under tnCse circmmstances obviously presents a real probl~m. 

The demand for more fully coordinated servicers is d~riv.sd from 
both the necessities of national d~!'ense and from changing ~tterns of 
business conduct, as well as from the desire :,,<[thin the transportation 
industry itself to lessen the ill effect of ~m,~t is consider~d by many 
to be inequities in the present sjstem of resuiation. 

The obstacles in the way ef achieving the de~ree of coordination 
desired derive primarily from two sources:. First, traditicnal regulative 
policy which hes o~iven great weigi~t to the preservation of co,repetition 
within the industry, coupled with a lack of complete coverage by the 
regnlativ~ authorities as well ~s an ov~rlacpin~ of authority in certain 
instances from the functional st~ndpoint v:ith its inherent dangler of 
coni~!ict between t~,e gov~rr~ent agencies involved. S~condly;, the 
rivalry between the individual c~.~rriers v:hich tne competitiw~ situation 
has en~o~ndered and which stands in the way of any whole-hearted cooperative 
effort. ";flat is the v:ay out of' this difficulty? 

I believe that th~r~ is sufficient evidence of the beneficial ~ffect 
of a certain d~sree of competition to warrant ~:'he.t mc<sur~s T..'~ay be 
necessary to prevunt its complete elimination. I bc!:L,Jve, in this 
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ccnnoction~ ~:ow.~:,.er~ ti.at it is .ussential t~at ,'.:e abandon the present 
suppo~"t of multiple controlling a~enci~s and center th~ r~spon~ioiilty 
for control of all .... ~"+ ~ranspoz ~,on in one r,~gu!ative body with sufficien 
powers to cover the field. Any such body will need to be manned by 
economic st,-:t.~sm~n, ho,::ev,~r, v:hcs¢ actlons proceed from fact raCr~er tha 
political bi.us or preconceptions. 

There uus in the f.ast be~n an almost fanatical adherence to the 
princip],~ of com~tition as t!~e foundation of regulative policy in 
transportation. -ldiil¢ this is understrndable in ¢he li~zht of the histo 
in this field, is it still justifi:~d under pres~nt-day conditions? 
It has bo~n characterized as ~.n "~.dh~rence to eighteenth century economi 

...... " n practicai~y ccmpl~te monopoly Cur .~x~,'~-~-:. ..... ..... n~ with th~ z°esa~,~o-- of a 
in -U~e conm~unications industry do,~s not seem to justify it. Bisn~,ss; 
~'.~hi!e it may constitute a potential sourc,~ of dang..~r in a democracy~ 
is not inh~renfily cr of itse.-:.f wrong. 

Gencrai Hei].emeu~ has mentioned the n~cessity for planning by the 
industry in this matter of coordination of transportation. Planning 
m~st also be done by Gow..~rr~ment. In the allocation of faciliti~s throu. 
~jov~rr~.m:~nt ~].anning, th~ relative cost of performing the specific servi. 
involved by the sevoral agencies of transport must b-~ a dominant consid( 
tion. The Inters<~:.~%e Commerce Commission today has a larse section of 
its acc-mnting division given ov.-~r to th~: d~tcrmination of the costs of 
prc.viding specific services, l~ut th= term must r.~ceive a broader con- 
struction. The final test of the p:-~ogriety of rendering a particular 
service bi< rail, by v:at~r, cr by o~h~r means, as ~rofessor ~'iiller says, 
"is not ~ntire!y relative cost in Chis narrov: sense. I~ is r.:~th~r the 
mlnimm,~ c c s t  Of a ! l  s ~ r v i c e s  r ~ n d , ~ r e d  th,~ p u b l i c  t : ~ k e n  ~s a ~.<~ole, 
'i'h~ p u b l i c  i s  e n t i t l e d  t o  th{~ b e n e f i t  o f  t h ~  s e r v i c : ; s  o f  e a c h  a g e n c y  
o f  t r a ~ s p o r t  t o  t h e  ex0.m-~t t ha% t h o s ~  s e r v i c e s ,  c o o r d i n a t e d  w i t h  t h e  
servic.Js of ot.i~cr agenci,~s...will provile for the co,~plete transportati( 
needs. I~ 

If we ar<~ to retain comp,~tition in transportation, it must be 
controil~d. In relation t~ this probl~m of coordinated services, v.,'e 
ar~ confronted witi- two theories of' control: (i) T~at v.,nich supcorts 
what has been c~iied "compartmentalized" transportation and control or 
the "s~paration ti~eory" as it is sometii~-es called and which rests iarge~ 
on zhe co:-iviction that competition fost~rs the fr~jest dev~lopment of 
each type o£ transportation ~,"hich is essential to ti~c co..tinued exp-~nsioz 
cf our economy~ and (2) tqe unification theory .~,hich rests on the con- 
viction that development of an ~fficirnt, national transportation', syster. 
v.-ith the resources necessary to meet a possib].~ future emergency cannot 
be achieved except through unified operation and control, i'i~.~ ~-[me is s 
h a n d  ,;:hen v;,c ~,,'i].l h a v e  t o  make  ~ c h ~ . i c e  b . ~ - b ~ e h  t h ~ s e  t w o  t h e o r i e s  o f  
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centre! if w~ aru to seco.rc~ our maximum economic potential. \]:.~ -<re 

f::~ccd h,~r~ :dth a problem v, hicb, is sufflcient?.y [~pcrt~::.r:t ~o call 
far our most scrlous consideration, and i a:~ t.,~r..~~"~ ., to icav~ it, v..9.th 
y o u  at th%s l)cin-~ tc gi,.:~ you the opport_ni~,y to weigh gne evJ_dencc~ 
b~t'o:'o roachin~ : / c u r  c~,~n conclusion. 

~ :]a~:i:: J/0 U. o 

GOLOfIEL HOT{!;OP: I u.m suru this lecture stirred u:~ som~ probi~c.:~.s 
m~]ong the transport:Zion pco.=,ie i~,:~re. 

~'~,:v<:m ~m:,..~mo...,u~. Colonei Jchnso.'i said *~.~. ..... o t -'~_ns~or~'~- +~t_on: is difficult 
only in its im;:,cnsit~?. I tni~.,J< th=:.t ",'as ~ gross uniers%atc{./~it. [[ 
think th-~t we only !.ave to x~iJ~'r t~i.. ~ . prob]_,~m of oocrdin-v~ion to sc,~ th~ 
co:~pL~x dlfficultics £acirg the industry and ths .Cov~r~.~c.nz in trying 
to rc.~ulate transport-.tion. During t,c !~:,st -,,:ar ti~c accusation of lack 
of cocrdin&tion w-as Icvcl~d o~t,w~n tn~ :<'otor transport and tn~ rail 
carrier, and it stcmm.~d mostly from th~ objections to rci.?aiatJ.on by the 
:~otor c:_~..rrier. The motor carrier was being r~quircd t.y r~.~gui,tJ.en to 
giv,:~ up soma of its i'iclds of op.~ration v:hich~ if ti~e :,mr co<tinucd 
over a !on,% period of .)cars, co.ald n c v . ~ r  t,e rcca~.tured. I tiF.rk finat 
principle is "~rong if -,.~e arz ~oing to faster free ownership and competition. 
It s~c.::s to nc that t"~csc vn~o re,;i!at- transport, and all the govern- 

• '" ~ " ,  " " ~ " ~ ' .  :',~-' a r c  n o t  c c g n i z ~ , ~  o f  t , :-~ f a c f i  t h a t  t h e y  

~.Z I ]l-Z'V~; to ch.:t,lg-3 th,Jir polici6s in v;arti~.nc, lhey should be sur~ that 
they are not regul'iting braffic to t.~c dctrim~nt of" a:<f mode of transport; 
7.~hich, durin6 th::.o ;<at period, may suffer losses that cannot be recaptured. 
How would you r~commend tn.at this situation b~ corrected? 

j~o.~-~O~: I think y o u r  questlo-'1 is a v~ry int~-~rcsting on- I 
.. . t:'~ center- thought i h~d alr~dy indicated my vicr/point th~r~; n=v~!7~ 

ins of rcsFonsibility for resulutior, in a single gcv<~rnm~nt asoncy so 
t!-:it you don't auw~ competing Drcmotional activities dn behalf of on~ 
carrid~- as oF.nosed to :,no~her, witi] the d zngcr :.~nd t].c acv~ity of 
conflict b~tween ti~c gcvcrn.:~cnt ag.~nci,~s involved, k single ,~overy~mcnt 
a : : . ~ n c . r  c c u . l d  p o i n t  i t s  , o 1 _ ~ o .  u :_ r -~c . , .  ~ i n  . . . .  " : : i t h  w h a t  y o u  ~ . . . . .  
S',l g -'.3 S t ~C1. 

~.o~SilC,..: You nave indicated treat the people in .e single government 
re~latory board, - . ' , n i c h  you-:<nt t o  sot up, w o u l d  oe tr:::nsport economists. 

D,9. ASHTO~: I calle<i th~::~ eco.ucc:i:= statesmen, 

QL-ESTIOU: ~ould t h e  peopic w h o  ~.res~nt!y have invested t.i~cir money 
in a transportation system have ar:y w~,,y to put prcss~r~ on tc~cse people 
a~ ,=i~,-~'~ t,-h~,o~on~,' .~]ectiv.~ powers or a~poin~ivc" ' " pov..ers, or anything like. 
thzt? 
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DH. AS<FfON: You m~an how ¥:ould the ~r;embJrs of this goverm~'ent 
ag@nc;. ,  be se]~ctcd? 

~]UESTIONER: Yes~ and ho:.;~ wcuid the people who nave actually put 
tnelr money into ti~ transportation syste~r, brin~ pressure to bear on 
tf~ese p.uopl~ in tf..= regulatory com~:ission to .'.(~p them in line? 

DR. ASHTON: I think that tn~ only v.:ay of setting u} such a 
regulative agone}- would b.. on very much the same basis tibet ti~ 
regulative age~cics have bc~n set up in the past. They wou!~ b.ave to 
b=~ .ap~i0inted and reappointed--with th.~ ec.ns~nt of Congress--by the 
President, with a r~nevmble tou~ ~ o£ duty, so that a man could be 
rumored if it '~,;as found tnaL his acti,/_ties on the regulative body 
¥~rc inimical to t'.1~ public inter~st~ As to the cas,~ of th~ individual 
investor, I think it v+culd be ver:T ur:fortanat~ if individual investors 
could bring pressure directly tc b~ar on any members of such a resuiati 
bod.r. I don't know whether or not tibet ans'?;ers your question. 

QUESTIONER: Isn't i t  :: fact) however, t-~aS in tn~ past th~y have 
done so in such regulatory bc:iies? 

DR. ASETON: I can't cite you any instance of th;~t sort of thing. 
Th~rc ~-r.~ rmacrs, of ccurs,=, that that has happened--.~ore often~ I thin] 
with st.~te bodies tr.an with ~.~d~ral bodies. I think th~ Commission's 
record i~ that conn~cL!or: is ~xtremely good. 

QUESTION: In that connection wou].d you care to discuss this 
currc~t batt].u bctv~ccn the so-cal].~d unsch~duled air transport people 
and the Civil AeroDautics ~o,t.rd? It se.~.ms tn~y are cutting prices 
and making money without subs-;dy~ v'~-~r~as the scheduled lines are 
going in t h t .  hol~. 

DR. ASYTO!: I ~ill give you my opi.~{ion for whatever it i.~:ay be 
worth. I ti~ink th~ air transport industry today is suffering from 
too ~<luch cc~pctition, i t;.i:L% whatever shortcomings you may charge 
a3uinst the Civil Aeronautics Board, curtainly so far, it c(iuld not 
be charged with a refusal to allow entry into th.~ field to any air 
carrier pretty much .~s rcqu.~sts have arisen. As a result duplicate 
and triplicate services have pil~d up over rcut~s sc that nobody in 
the business J sabic to make .zn;7 mon,~?f, and t%-r .-~ are complaints, as 
you probably know, l~rom varl. ous sources in ti:e indu,~]try ' that nobody 
can make :non~y. Thcr~ is an indication new tibet ti:e Board's policy 
will go ti~roush a v~ry drastic chariot in tn~ n~ar future,a.nd~ not only 
will it b~com~ v~ry much mo.~'e difficult for n~w opcr~.tors to ~t into 
the field, but th~ indications ar~ pretty p]_~>.J_n theft some of those now 
opcratin~ ~r.ay not hav~ their certificates r~newed. 

• ~~;" :~+': i ~ 5-~:, ~!L'~.~N. -. !T % 



' .b ¢ . t . ~  ii , ' . '  ~ ; '  " '  ! '  '.," " 

QUES'fiOI<: They say out in the ~lissouri Valley area that there is 
,~ great detriment to prcgress by the use of discriminatory rail rat.~s. 
If they tr~ck th~"s b~yond the !c.t, it becom,~s int.~arst~t~ com;~.erce and 
shipments must b~ handled on "through rates," 

DR. AS[-I?ON: The Commission has recently in th~ class rate case 
prescribed a uniform rate base in co~.r, mercia! rates for the country 
as a whole, f(ov;} if what you s~eak of has reference to local rt~tes 
on traffic ,moving sp~cifically within state boundaries, the Commission 
...... t.m~ Id. That is something else. u ~ y  not enter ~"  + -±~"-" ~ 

~o~STIO,. V~nat I v;-as thinking of, sir, is the fact that you can 
snip a whole pig from Omaha to the lacific C(*~st cheaper t!~?-n you 
can--after wnatevtr ti~ey do to them in the rendering planb~ship the 
:neat. The railroads charge mor~ for the meat than for the v.;hole animal. 
Likev~ise, shipments of fruits from the Pacific Coast to Kansas Cit3% 
and so on, hav~ exactly the same r:{t~ as from the Pacific Coast to 
Boston, d~spite tn~ disparity in rail distance. That is ~;~nat those 
pecple ar~ complaining about. 

DR. AS}{TON: I dcn~t think that is tru~ any more. I think t:x~re 
~,¢~re disparities on shipmcnts which v.~'erc traditional, based on density 
of traffic cost of p~rforming t:~e services in hea~y density are:-Is as 
opposed to low density areas, which did affect the situation. I don~t 
tni~,< you can cross the continent and back again, as you ccuid, for the 
s~ cost. 

Q~S:IO~: Yc, u have us,~d tke tara "integrated" cc.upanieso I v:onder 
if you could me a little mor~ sp.acific in d±scu~.l:.~ that? In making 
an integrated transpo,~'t-ation ..... • ..... ":::'at ~'" ~ -' ~ ~cm~ny, , , ~ c u _ , .  you do? V~ou].d y o u  

p~r'~lit the F , . r  . . . . .  j ] . , ~  . . . .  R=iirczd to tak~ ever Ca~:itc.l A : I r  l in~;s znd 
join with a v, ut~r shipping outfit, and also tak~ ccntrci of all trucking 
servic:;, ~.'~~ ;',ill scy~ oper:{ting betv,.'e~:: h~re and Chic_~q~o? 

DR. AS~JTOI~: That ms ess.~nti~±y v,.'nat v,,'cuid be inw;ived, n-',ve 
inst':Inc~s of tilat now. The C.~n~dian FecifJ.c Roilrcx~d operates its 
own st.~:~m '-" , s~ips air lines, and trucking services tn':'-t go a].on.!~ with it 
~nL i;~at is v;hat you would have. 

QCESTICN: " . ' , h ' . : t  v:ould ?/,cu dc about t h ~  other services? 3}'auld yeu 
consolidate the £altimcr~ ~rm~ Okio a n d  t.~e'~- Scutb, t~stern Air L-/ne into 
a combined system in that area? 

DR, Aft'TON: That's ripest. 

QUESTION: What would you do, then, with th~ man with ~lO,)jOOO 
;<'~o v!ants to invest it in truc~:s ancl haul freight between hure and 
Pittsburgh cr btt,':ecn Phiiadclphia and !ittsburgh? 
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DR. ASHTON: He couId still do it if he wanted to, provided he 
could secure a certificate of convenience and necessity from the 
iCC. 

C, UESTION: You wouldn't let them do business unless the ICC thinks 
you need more trucks? 

DR. ~.SHTON: That is the situation today. He can't do it as a 
common carrier, but he could do it as a private carrier. That is a 
different proposition. 

QUESTION: Coula the Atla~tic and Pacific stores buy themselves 
trucks for little or nothing without regulation and haul produce from 
one store to another? 

DR. ASHTON: Yes. A good ma~v of them do. 

qUESTICN: Tiould you nave these integrated systems operating as 
competing systems in the same areas, ~ 

D~.I~ ASHTOI{: v~_~s, I think they saould be to a certain degree~. 
If t]~ey operate wit~.in the same areas, it would provide a safeguard 
against monopolistic tendencies that !:~isb.t develop othemvise. 

-qUESTION: To clarify that, sir, don't you mean where the traffic 
would bear having two systems operate? You ~',cuidn't want two systems 
operating ~vnere traffic there was so low it wouidn' support one? 
You ~'culd nave a marginal operator. 

DR. ASNTON: That is wi~at would be contemplated in the Com.~ission' 
issuing a certificate of convenience and necessity. 

qUESIION: As a prac%ical propositio£~, I don't see the advantase 
of that integration of v:hici~ you speak, iookins at the thing from the 
point of view of a large ship]?er, .>ne of the Services, or the Services 
together, t!~ey don't put their freight in the hands of a transportatio 
comL~my and say, "Were, this item is in Nov: York City. I want it to b 
delivered in San Francisco at the best possible speed." They decide 
how they ~'ant it to go, whether by air, by truck, or by rail, to meet 
their particular requirements. The intesration of which you speak is 
actually ac~lieved by any shipper in his se!ectJon of the method. All h 
wants from the carrier is the actual lift from terininai to terminal, 
and in many cases he wants to specify his own t~rminal even if it be 
only a store where he leaves his package. I can't see amy advantage 
to the shipper to transfer the :~anaoenlent function] which is ,:'here it 
is, over tc the transportation company, which is only transporting 
for you. if I want to go from here to u ..... - ........ ~, on a pleasure trip, I 
am not going to put r~soif in the hands of a transportation company 
and say, "Plan my cruise for m~." If I want to go a place, I do my 
own traffic managing. 
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D~. AS.t~TON: I think you h'.-~ve a point there. Up to a certain 
degree tl~e shipper could still stipulate his own routing under th~so 
integrated transportation companies.if he wanted to~ but you may 

. . . .  . - -  . ~n~,~mc~s during th~ past, war r~ . . . .  i I do at .nny rate--ti..3re were - " ~ -  . . . .  

;¢hen t}~e shippers were not permitted to state their own routings; 
that ~:::ts ~::~ken over in some cases and autocratically handled by the 
Office of ~efense Transportation. The shipper is not cognizant of 
t.-e proble:~:s involved in handling transportation. In time of emersency 
there has to be some central direction to provide that informaticno 

i~ow there is, I think, a point on which I would go along ~..~ith you. 
Th~r~ is a tendency to take out of th~ traffic manager's hands certain 
£re,-~dom in the case of some of th~se companies, i ti~ink most traffic 
managers, as indic'~ted 5y t~stimony r~cited to you h.~re this morning, 
arc in £~vor of getting transportation as cheaply as pcssiole and as 
specdily as possible far one thing. For another thing;, if by leaving 
it up to the responsible transportation agencies themselves, they can 
get an added improve~;~nt, they would be v Tilling to do it. 

~o~I0,~: I be!i~ve treat the first breach that was m-'.de .-'_n the 
control of the Hav~aiian Isl'.~nds by the ~iadison Steamship Comparty was 
the r~£usa~ to . . . . . .  ~.no tilem an air charter. It broke into t.,'elr grip 
in the transportation syst.~n~. Und.~r t~~e int.~gration w]uich you are 
offering, does that not open the same opportunity for -~he control 
of the industry and tn6 enterprise by the. ~ transportation syst{)m attai.u- 
able under tite conditions that existed for the Hav,-aiian Islands? 

DR. :tS~!TON: Understand that this proposition of int.~grated 
systems is m~r~ly a .~ermissibl~ suggestion. It is simply a suggestion 
that t~e laws of the country be amended so as to p.~rmit the formation 
o£ integrated companl~s if' it is dosir~;d. But, as I pointed out, that 
doesn't attempt to prevent ind,]p.~ndont op.~ration o~" separate agencies 
cr the comp~ition b~twe~n diff~rent types of a~e~ucy, eith..-~r through 
the operation of private op..~rators, or even public operators in instances, 
if it is so desired. If any s-~ndl,~ railroad system wanted to try to 
opera i:,~ a railroad system only, there is no r~ason v~ny it couldn't do 
so un.'ier those circumstances. 

QUESTiOE: ~{l-,~at do jou think about subjecting privaze transportation 
to practically the sm~e resulations or the sa::.~ ar~endments tc res~a!ations 
that you propcs~ for common .... ~ '.~ ~ 

DR. AS!~ON: Frankly, I tuink that son.stain/ along tha~ line ;uay 
h.~v~ to b~J done. At yr~s:~nt~ as [fou probably knev;, tli~.-re ar~, ~ private 
operators, some of the ste:,ms{lig companies, shipping, for ex~'.mple, 
ov~r the inland w:,.terways syste:.~!s that pay no toll of any kiad and 
no special taxes of' any kind in competition with publlc carr]_ors, 
which are required at the sa:~e t,mc to provide adequat~ serv}.ces to 
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m,~ct pcak dc.':::±nds. I wcu!dn't i~ros~im: to offer any kind. cf pl::;.n, at 
this mom~.ut. I haven't thought enoug~ on it ~nd it ~J.:euld t,'~kc som.~ 
pretty c~rcful thinking, but i should think v,-.~ mi&ht start p.Jrhags 
",'~iti', som,~ rcg~11.'_.-.tion to m,.tke p.;ople o~,~ratin~ privst- transportation 
shaw their cast of operation accurately. Tkmt is just to begin u-ith. 
i d e n '  t kno-.'i now much furt,~r v,'~ could go. 

, ~ n  .... T'hank you very much, Dr. ,-~shton; for a very J . . . ~ . . . : ' ~ , , L  , T - r O R ~ t ~ O R :  . . 

illuminatin¢ talk and qu,;stion p~ried. 
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