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TRANSPOt~TATION AND NATIONAL SECURITY 

8 F e b r u a r y  1960 

GEN. HOUSEI~AN: We a r e  going to cont inue  d i s cus s ing  the 

s e r v i c e  a r e a s  of na t i ona l  l og i s t i c s  and this  week, among  o the r  top ics ,  

w e ' r e  going to take  up t r a n s p o r t a t i o n .  This  m o r n i n g  we a r e  having the 

f i r s t  of two ta lks  on the sub j ec t  in i t s  v a r i o u s  a s p e c t s .  In lv!a ter ie l  

h , :anagement  and o t h e r  p a r t s  of the cou r se  you have had t r a n s p o r t a t i o n  

be ing  d i s c u s s e d  in v a r i o u s  p e r i p h e r a l  ways,  but the sub jec t  of t r a n s p o r -  

t a t ion  as  such  has  not been  given adequate  cove rage  so f a r .  

This  m o r n i n g ' s  t a lk  i s  going to be a g e n e r a l  d i s c u s s i o n  of the 

sub jec t .  ~Ve're going to ta lk  about  na t iona l  t r a n s p o r t a t i o n :  the v a r i o u s  

a g e n c i e s  of the G o v e r n m e n t  that  a r e  invo lved  and the p r o b l e m s  which  

they  face;  the i n t e g r a t i o n  of the v a r i o u s  modes ;  and then t r a n s p o r t a t i o n  

in gene ra l ,  in  i t s  b r o a d e s t  s p h e r e .  

Cur  s p e a k e r  th is  m o r n i n g  I 've  known for  quite some  t i m e .  He 

is  v e r y  wel l  known in a c a d e m i c  c i r c l e s  in h is  spec i a l t y ,  and a t  the s a m e  

t ime  he ' s  v e r y  wel l  known in i n d u s t r y .  We a r e  v e r y  happy to have th is  

m o r n i n g  Mr .  Gayton E .  G e r m a n e ,  D i r e c t o r  of T r a n s p o r t a t i o n  Po l i cy ,  

Office of the A s s i s t a n t  S e c r e t a r y  of Defense  (Supply and L o g i s t i c s ) .  

~ ( ' _ r  o 

MR. 

Lad ie s  and Gent lemen:  

you know, 

G e r m a n e .  

G~RMANt~: Thank you, G e n e r a l  I~Iouseman. 

I t ' s  a p l e a s u r e  to be h e r e .  As I think 

this  i s  m y  f i r s t  oppor tun i ty  to come as a gues t  s p e a k e r .  I hope 



tha t  I ' l l  be able to cove r  some  of these  top ics  tha t  G e n e r a l  H o u s e m a n  

m e n t i o n e d  as be ing  of s p e c i a l  i n t e r e s t  and s ign i f i cance  for  you.  

F o r  those  of you who a r e  p a r t i c u l a r l y  i n t e r e s t e d  in t r a n s p o r t a t i o n  

and na t i ona l  s e c u r i t y ,  I 'd  l ike to r e c o m m e n d  th is  l i t t l e  bookle t  of h e a r -  

ings be fo re  a s u b c o m m i t t e e  of the A r m e d  S e r v i c e s  C o m m i t t e e ,  House 

of R e p r e s e n t a t i v e s ,  c o m p l e t e d  in Oc tober  of 1959. Its t i t l e  i s  "Adequacy  

of T r a n s p o r t a t i o n  S y s t e m s  in Suppor t  of the Na t iona l  Defense  E f f o r t  
~/I obilization. 

in Event o f - J ~  It has a lot of general material on our trans- 

portation capabilities and problems, and a good many specific comments 
and 

by leaders in transportation/, Government, along with statistics relat- 

ing to performance and situations concerning particular modes of trans- 

portation. 

1 would like to emphasize now that the comments 1 make today 

represent my personal opinions only and should not be attributed to any 

organization or group in the Government or in industry. But 1 will feel 

free to say what 1 personally think. I hope you will feel equally free to 

challenge any statements that you think appropriate and ask me questions 

about them. l'm not at all sure I can answer your questions. I'II do 

my best; and if 1 don't have an answer for you, I'II see if:we canlt get 

one and have it supplied to you through the courtesy of your instructor. 

Today l've been asked to deal with four general topics under this 

heading of transportation and national security. These topics are the 

importance of transportation in our economy, recent developments and 

prospective improvements relating to transportation, the evaluation of 
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c u r r e n t  c o n d i t i o n s  and  s o m e  w e a k n e s s e s  in ou r  t r a n s p o r t a t i o n  s y s t e m ,  

and  the F e d e r a l  G o v e r n m e n t  o r g a n i z a t i o n  c o n c e r n i n g  t r a n s p o r t a t i o n .  

On W e d n e s d a y  of th i s  week ,  1Ylajor G e n e r a l  B e s s o n ,  the  C h i e f  of T r a n s -  

p o r t a t i o n ,  D e p a r t m e n t  of the  A r m y ,  w i l l  t a lk  wi th  you in  c o n s i d e r a b l e  

d e t a i l  abou t  t r a n s p o r t a t i o n  c o n t r o l  in e m e r g e n c i e s ;  and  in a n t i c i p a t i o n  

of h is  r e m a r k s ,  I w i l l  con f ine  m y  c o m m e n t s  on F e d e r a l  G o v e r n m e n t  

o r g a n i z a t i o n  fo r  t r a n s p o r t a t i o n  p r o b l e m s  to a m o r e  g e n e r a l  a r e a .  

I ' d  l ike  now to t u r n  to th i s  m a t t e r  of  the i m p o r t a n c e  of t r a n s p o r -  

t a t i on  in  ou r  e c o n o m y .  I th ink  w e ' r e  a l l  a w a r e  of t r a n s p o r t a t i o n ,  and,  

g i v e n  a m o m e n t ' s  c o n s i d e r a t i o n ,  r e a l i z e  tha t  i t  i s  i m p o r t a n t .  U n f o r -  

t una t e ly ,  I t h ink  tha t  b e c a u s e  t h e r e  i s  so  m u c h  t r a n s p o r t a t i o n  u s e d  in  

o u r  l i v e s ,  and  b e c a u s e  in  g e n e r a l  i t  o p e r a t e s  f a i r l y  we l l ,  we t end  to take  

i t  fo r  g r a n t e d ,  p r e t t y  m u c h  l ike  the  a i r  we b r e a t h e .  But  i t  i s ,  n o n e t h e -  

l e s s ,  of e x t r e m e  i m p o r t a n c e  to a l l  of  us ;  and  I ' d  l ike  to devo t e  a few 

m i n u t e s  h e r e  th i s  m o r n i n g  to  r e m i n d i n g  you of s o m e  of t h e  w a y s  in  w h i c h  

i t  i s  i m p o r t a n t .  

Not  the  l e a s t  of  t h e s e  is  tha t  t r a n s p o r t a t i o n ,  c h e a p  and e f f i c i e n t  

t r a n s p o r t a t i o n ,  i s  one of the e l e m e n t s  r e s p o n s i b l e  fo r  o u r  h igh  s t a n d a r d  

of l i v i n g  in  th i s  c o u n t r y .  As the  r e s u l t  of c h e a p  and  e f f i c i e n t  t r a n s p o r -  

t a t ion ,  we can  have  r e g i o n a l  s p e c i a l i z a t i o n ,  w h i c h  a l l o w s  our  e c o n o m y  

to be m o r e  e f f i c i e n t .  J u s t  t ake  the  a r e a  of food,  for  e x a m p l e ,  w i th  w h i c h  

you a r e  a l l  c o n c e r n e d  and  f a m i l i a r .  If i t  w e r e n ' t  fo r  c h e a p  and  e f f i c i e n t  

t r a n s p o r t a t i o n ,  we w o u l d n ' t  have  F l o r i d a  o r a n g e s  and  C a l i f o r n i a  l e t t u c e  

a n d  h~iaine l o b s t e r s  and  K a n s a s  b e e t s  h e r e  a t  p r i c e s  you c o u l d  a f f o r d  o r  
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a t  p r i c e s  p e r h a p s  w h i c h  a n y  bu t  the g o u r m e t  r e s t a u r a n t s  cou ld  a f f o r d .  

T h e s e  t h i n g s  a r e  b r o u g h t  to us  a s  a r e s u l t  of c h e a p  and  e f f i c i e n t  t r a n s p o r -  

t a t i on .  T h e y  p e r m i t  us  to ge t  the b e n e f i t  of the  r e g i o n a l  a d v a n t a g e s  and  

the s p e c i a l  s i t u a t i o n s  in  c l i m a t e  and  s o i l  and  so  on of the d i f f e r e n t  p a r t s  

of ou r  c o u n t r y .  

In a d d i t i o n  to p e r m i t t i n g  r e g i o n a l  s p e c i a l i z a t i o n ,  we ge t  a s i m i l a r  

b e n e f i t  t h r o u g h  the f ac t  t ha t  cheap  t r a n s p o r t a t i o n  p e r m i t s  m a s s  m a r k e t s  

to be d e v e l o p e d ;  and  m a s s  m a r k e t s  p e r m i t  u s  to a c h i e v e  the a d v a n t a g e s  

of m a s s  p r o d u c t i o n  and  p r o d u c t i o n - l i n e  t e c h n i q u e s .  T h i s ,  then ,  i s  an  

a d v a n t a g e  in  g iv ing  us  l o w e r  u n i t  c o s t s  of p r o d u c t i o n ,  qu i te  a s i d e  f r o m  

the  f ac t  t h a t  the  d i s t r i b u t i o n  of t h e s e  i n e x p e n s i v e l y  p r o d u c e d  p r o d u c t s  

can  be  h a n d l e d  o v e r  wide  a r e a s  of the  c o u n t r y .  

A f u r t h e r  r e s u l t  f r o m  c h e a p  and  e c o n o m i c a l  t r a n s p o r t a t i o n ,  

e f f i c i e n t l y  m a n a g e d ,  i s  t h a t  i t  p e r m i t s  an  i n c r e a s e  in  the n u m b e r  of 

c o m p e t i t o r s  o r  the n u m b e r  of s u p p l i e r s  who can  s e r v e  a n y  p a r t i c u l a r  

m a r k e t  a r e a .  T h i s  m e a n s  tha t  the c u s t o m e r  t hen  h a s  a g r e a t e r  c h o i c e ,  

or ,  pu t t i ng  i t  d i f f e r e n t l y ,  t ha t  we have  an  i n c r e a s e  in  the n u m b e r  of 

p o t e n t i a l  c o m p e t i t o r s ,  and  th i s  s o m e t i m e s  r e s u l t s  in  an  i n c r e a s e  of 

e f f e c t i v e  c o m p e t i t i o n .  You n o t i c e  I s a y  " s o m e t i m e s . "  In a n y  even t ,  

i t  does  m e a n  tha t  we have  p o t e n t i a l l y  no t  only a g r e a t e r  v a r i e t y  of s u p -  

p l i e r s ,  w h i c h  p r o t e c t s  us  a g a i n s t  c r i e e s ,  s t r i k e s ,  w e a t h e r  d i f f i c u l t i e s  

in  a n y  s i n g l e  a r e a  of the  c o u n t r y ,  bu t  i t  does  g ive  us  the  p o s s i b i l i t y  

of l o w e r  p r i c e s  t h r o u g h  i n c r e a s e d  c o m p e t i t i o n .  

In t h e s e  v a r i o u s  w a y s ,  then ,  t r a n s p o r t a t i o n  e n h a n c e s  our  s t a n d a r d  
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of  l i v ing  and s t r e n g t h e n s  the e c o n o m y  of th i s  c o u n t r y .  I th ink  t h e s e  a r e  

w a y s  w h i c h  we a r e  a w a r e  of but  d o n ' t  o f ten  g ive  m u c h  though t  to .  

N o w t h e r e  a r e  m a n y  d i f f e r e n t  a n a l o g i e s  tha t  we cou ld  m a k e  for  

t r a n s p o r t a t i o n  in  the e c o n o m y .  One that  you have  p r o b a b l y  h e a r d  m a n y  

t i m e s  i s  that  t r a n s p o r t a t i o n  is  a l ink  in  a c h a i n .  I d o n ' t  t h ink  th i s  i s  

qu i te  f a i r ,  b e c a u s e ,  r e a l l y ,  i t  s e e m s  to m e  tha t  t r a n s p o r t a t i o n  i s  no t  

one l ink but  a s e r i e s  of l i nks  in the  c h a i n  of p r o d u c t i o n  and  d i s t r i b u t i o n .  

If you wi l l  t h ink  for  a m o m e n t  to s o m e  m a j o r  i n d u s t r i e s ,  s u c h  as  the  

s t e e l  i n d u s t r y  fo r  e x a m p l e ,  i t ' s  t r a n s p o r t a t i o n  tha t  t a k e s  the s u p p l i e s  

out to the m i n i n g  s i t e s  and  m a k e s  i t  p o s s i b l e  for  p e o p l e  to s t a y  t h e r e  

and  c o n d u c t  the  e x t r a c t i o n  o p e r a t i o n .  T h e n  i t ' s  t r a n s p o r t a t i o n  tha t  t a k e s  
the 

the :ore a f t e r  i t  i s  m i n e d  t o / m i l l ,  and  t r a n s p o r t a t i o n  tha t  s u p p l i e s  the  

o t h e r  p r o d u c t s  tha t  m u s t  be c o m b i n e d  wi th  the i r o n  o r e  in  the p r o d u c t i o n  

of s t e e l .  And, aga in ,  i t ' s  t r a n s p o r t a t i o n  tha t  t a k e s  the s h e e t s  and  the  

t in  p l a t e  and  the f a b r i c a t e d  s h a p e s  out to the  d i s t r i b u t i o n  s y s t e m  o r  to 

the  p l a c e s  w h e r e  the  s h e e t s  and  r o l l s  wi l l  be f u r t h e r  m o d i f i e d .  And  

t r a n s p o r t a t i o n  a g a i n  e n t e r s  the s y s t e m  w h e n  we c a r r y  the p r o d u c t  f r o m  

i t s  f ina l  p r o c e s s i n g  po in t  on to the w h o l e s a l e r  and  the r e t a i l e r  and  f i na l l y  
consumer 

to the eemmmm~. So transportation appears not once but many times in 

our economic process in most of the basic industries and to a lesser 

extent in some of the service industries. 

I think another analogy that we might consider is the human body. 

Transportation is like the blood in our body. Communications are like 

the ne~'vous system. The cells, as individual units, might represent 
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c o n s u m e r s .  The c e l l s ,  f u n c t i o n i n g  in  g r o u p s  as  m u s c l e s  and  o r g a n s ,  
the  

m i g h t  be  though t  of a s A P r o d u c e r s  in  our  e c o n o m i c  s y s t e m .  

The  po in t  I want  to m a k e  h e r e  i s  tha t  t r a n s p o r t a t i o n  is  v i t a l .  

We c a n ' t  s a y  tha t  i t ' s  the m o s t  i m p o r t a n t  s e g m e n t  of our  e c o n o m y .  I 

d o n ' t  th ink  you can  s a y  tha t  about  any p a r t i c u l a r  s e g m e n t .  Nor  can  you 

s a y  tha t  about  any  p a r t i c u l a r  o r g a n  o r  func t i on  of the body .  But  you 

can  s a y  that  t h e r e  a r e  a n u m b e r  of f u n c t i o n s  o r  a c t i v i t i e s  w h i c h  a r e  

i n d i s p e n s a b l e  to s u c c e s s f u l  o p e r a t i o n  of the  w h o l e .  T r a n s p o r t a t i o n  i s  

one of t h o s e  a c t i v i t i e s  in ou r  e c o n o m y .  

I ' d  l ike  you to s e e  s o m e  m e a s u r e s  of  the  r o l e  and  i m p o r t a n c e  

of t r a n s p o r t a t i o n  in  ou r  s o c i e t y  t oday .  ( C h a r t  1) You wi l l  n o t i c e  h e r e  

tha t  i t  r e p r e s e n t s  o v e r  16 b i l l i o n  d o l l a r s  w o r t h  of e x p e n d i t u r e s  in  1958. 

T h a t ' s  abou t  4 p e r c e n t  of ou r  g r o s s  n a t i o n a l  p r o d u c t .  Qui te  a few p e o p l e  

ga in  t h e i r  l i v e l i h o o d  f r o m  t r a n s p o r t a t i o n  i n d u s t r i e s .  And  in  t e r m s  of 

s e r v i c e ,  in  t o n - m i l e s  of c a r g o ,  and  p a s s e n g e r  m i l e s  p r o v i d e d  in  1958, 

a g a i n  i t  r e p r e s e n t s  a s i g n i f i c a n t  l e v e l  of  a c t i v i t y .  

Now, you can  f ind s t a t i s t i c s  of t h i s  s o r t  on a l m o s t  e v e r y  func t ion  

of i m p o r t a n c e  in the  e c o n o m y .  I t hough t  you wou ld  f ind  i t  i n t e r e s t i n g  to 

s e e  what  the  s t a t i s t i c s  w e r e  for  t r a n s p o r t a t i o n .  

S o m e  of the c h a r a c t e r i s t i c s  of  the  v a r i o u s  m o d e s  of t r a n s p o r t a -  

t ion  I a m  s u r e  a r e  f a m i l i a r  to you .  But I ' d  l ike  to r e v i e w  t h e m  b r i e f l y ,  

and  p e r h a p s  s l i g h t l y  i n a c c u r a t e l y ,  to g ive  you s o m e  i d e a  of the c o n t r a s t ,  

as  w e l l  as  the  s i m i l a r i t y .  F o r  e x a m p l e ,  in t e r m s  of s p e e d  of t r a n s p o r -  

t a t ion ,  I d o n ' t  t h ink  t h e r e ' s  any  doubt  that  fo r  long  m o v e m e n t ,  a i r  t r a n s -  
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p o r t a t i o n  is  f a r  and away the f a s t e s t  mode,  fo l lowed pe rhaps  by r a i l  

and t ruck  t r a n s p o r t a t i o n ,  then wa t e r  t r a n s p o r t a t i o n ,  and the s lowes t ,  

but  in some  o the r  r e s p e c t s  the bes t ,  p ipe l ine  t r a n s p o r t a t i o n .  

Ano the r  c h a r a c t e r i s t i c  which you have to think of in p lanning  your  

t r a n s p o r t a t i o n  s e r v i c e s  i s  f l e x i b i l i t y - - t h e  ab i l i t y  to handle  loads  of 

v a r y i n g  s i z e s  and to make  d e l i v e r i e s  to v a r i e d  d e s t i n a t i o n s .  In the con-  

t i nen t a l  U.S .  p robab ly  t ruck  t r a n s p o r t a t i o n  is  m o r e  f lexible  than any  

o the r  c o m m o n  c a r r i e r  mode .  P e r h a p s  r a i l  would be next,  with a i r ,  

wa te r ,  p ipe l ines  fo l lowing p o s s i b l y  in that  o r d e r .  

Ano the r  f ac to r  to c o n s i d e r  is  the s e c u r i t y  of the ca rgo  or  the p a s -  

s e n g e r s .  Of c o u r s e  this  is  g r e a t l y  a f fec ted  by the ca r e  taken in any  p a r -  

t i c u l a r  case  r e g a r d l e s s  of the mode of t r a n s p o r t a t i o n  with which you 

a r e  c o n c e r n e d .  And, of cou r se ,  in r e c e n t  y e a r s ,  c o n t a i n e r i z a t i o n  has  

been of g r e a t  a s s i s t a n c e ,  p a r t i c u l a r l y  with the land: and wa te r  c a r r i e r s ,  

in  r e d u c i n g  the damage  to c a rgo .  None the l e s s ,  we can he r e  a l so  a r r a y  

the modes  of t r a n s p o r t a t i o n  in the a p p r o x i m a t e  o r d e r .  I t ' s  c o m m o n l y  

thought that  damage  is  l e s s  f r equen t  by a i r ,  and then p e r h a p s  by t ruck  

and r a i l  and wa te r ;  and, of c o u r s e ,  i t ' s  h a r d l y  app l i cab le  in the case  of 

p ipe l ine  t r a n s p o r t a t i o n .  

A f ina l  e l emen t ,  which you would p r o b a b l y  a lways  c o n s i d e r  in 

connec t ion  with t r a n s p o r t a t i o n  p r o b l e m s ,  i s  the cos t  of t r a n s p o r t a t i o n .  

(Cha r t  2) I ' d  l ike to show you a s l ide  on r e l a t i v e  cos t .  

I t ' s  d i f f icu l t  to give you any  mean ing fu l  f i gu re s  in t e r m s  of r a t e s .  

So what  I 've  done h e r e  is  to put down the f i gu re s  r e l a t i n g  to the a v e r a g e  
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r e v e n u e  p e r  t o n - m i l e  by the v a r i o u s  m o d e s  of t r a n s p o r t a t i o n .  In the 

c a s e  of a i r  t r a n s p o r t a t i o n  you can  s e e  tha t  in  1958 i t  was  19 c e n t s  p e r  

t o n - m i l e .  If we l i m i t e d  o u r  f i g u r e s  only  to the  c e r t i f i c a t e d  t r u n k l i n e  

c a r r i e r s  in  the U n i t e d  S ta tes ,  i t  would  be up a r o u n d  23 c e n t s ;  but  i n c l u d -  

ing  the  c h a r t e r  o p e r a t o r s ,  c o n t r a c t  o p e r a t o r s ,  b r i n g s  i t  down to an a v e r -  

age  of abou t  19 c e n t s  a t o n - m i l e .  No t i ce  the t r u c k s - - a p p r o x i m a t e l y  

o n e - t h i r d  of the a i r  c a r g o  r a t e - - 6 . 4  c e n t s  a t o n - m i l e .  The r a i l  1.46; 

the  p e t r o l e u m  p i p e l i n e  abou t  4 m i l l s .  

I c o u l d n ' t  g e t  any  r e l i a b l e  f i g u r e s  on the p e t r o l e u m  t a n k e r s - -  

the l a r g e  v e s s e l s  c a r r y i n g  p e t r o l e u m  p r o d u c t s .  But i t  i s  g e n e r a l l y  s t a t e d  

tha t  t h e i r  c o s t s  a r e  in the  n e i g h b o r h o o d  of 2 m i l l s  p e r  t o n - m i l e .  So 

tha t  wou ld  be abou t  o n e - h a l f  the c o s t  of m o v e m e n t  of p e t r o l e u m  p r o d u c t s  

by p i p e l i n e .  You can  s e e ,  t h e r e f o r e ,  why the l a r g e  o i l  c o m p a n i e s  u se  
even 

p e t r o l e u m  t a n k e r s  in c o a s t a l  s e rv i ce&when  w h e r e  p i p e l i n e s  a r e  a v a i l a b l e .  

I ' d  l ike  you to no t i ce  the  c o n t r a s t  b e t w e e n  the  r a i l  a v e r a g e  r e v e -  

nue p e r  t o n - m i l e  and  the t r u c k .  Some  of m y  f r i e n d s  in  t r a n s p o r t a t i o n  

w e r e  a w a r e  of the p r o b l e m s  of the r a i l r o a d s  and  one of t h e m  had a s k e d  m e :  

t h e i r  m a n a g e m e n t  is  no 
" W h y  d o n ' t  we j u s t  l e t  the r a i l r o a d s  go to h e l l  i f  

b e t t e r  t han  that ,  and  r e l y  on the t r u c k s ? "  Th i s  i s  p a r t  of the  a n s w e r ,  

b e c a u s e ,  a l t h o u g h  they  a r e  h igh ly  c o m p e t i t i v e  on m a n y  r u n s  and  m a n y  

t y p e s  of t r a f f i c ,  the r a i l r o a d s  do r e p r e s e n t  a g r e a t  dea l  c h e a p e r  f o r m  

of t r a n s p o r t a t i o n  than  the t r u c k s - - r o u g h l y  in th is  c a s e  o n e - f o u r t h  the  

c o s t  of t r u c k  s e r v i c e .  

I t h ink  you have  a l l  p r o b a b l y  h e a r d  a lot  abou t  the c o m p e t i t i o n  
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b e t w e e n  r a i l  and  t r u c k .  I ' m  no t  s u r e  tha t  you a r e  a w a r e  tha t  t h e r e  i s  

t h i s  b a s i c  d i f f e r e n c e  in  the c o s t  of o p e r a t i o n .  One of the r e a s o n s  tha t  

th i s  b a s i c  d i f f e r e n c e  d o e s  not  a p p e a r  m o r e  s i g n i f i c a n t l y  is  tha t  in  y e a r s  

p a s t  the  r a i l r o a d s  w e r e  s u b s t a n t i a l l y  a l and  t r a n s p o r t a t i o n  m o n o p o l y ,  

and,  as  a c o n s e q u e n c e ,  t h e i r  r a t e  s t r u c t u r e  d e v e l o p e d  on a b a s i s  w h i c h  

a l l o w e d  t h e m  to c h a r g e  m o r e  than  the  fu l l  c o s t  of s e r v i c e  fo r  c o m m o d -  

i t i e s  w h i c h  cou ld  a f f o r d  to pay  the t a r i f f ;  in  o t h e r  w o r d s ,  to c h a r g e  s o m e  

c o m m o d i t i e s  l a r g e l y  on the  b a s i s  of the va lue  of the s e r v i c e .  O t h e r  c o m -  

m o d i t i e s  w h i c h  wou ld  c o n t r i b u t e  to the  o v e r h e a d  but  w h i c h  c o u l d n ' t  m e e t  

the fu l l  c o s t  of the s e r v i c e  w e r e  c a r r i e d  at  l e s s  than  ful l  c o s t .  

Th i s  was  f ine ,  th i s  was  e c o n o m i c ,  and  th i s  was  j u s t i f i a b l e  and 

d e s i r a b l e  fo r  ou r  s o c i e t y  w h e n  you h a d  one m o d e  of t r a n s p o r t a t i o n .  As 

the  t r u c k s  b e c a m e  a m o r e  i m p o r t a n t  c o m p a r a t i v e  e l e m e n t  in  the  s i t u a t i o n ,  

h o w e v e r ,  and  b e c a u s e  of  t h e i r  c o s t  s t r u c t u r e ,  w h i c h  c a u s e d  t h e m  to c o n -  

c e n t r a t e  on the c o m m o d i t i e s  w h i c h  cou ld  c a r r y  the  h i g h e r  cos t ,  the 

t r u c k e r s  wen t  a f t e r  the h i g h - r a t e d  b u s i n e s s .  So o v e r  the y e a r s  the r a i l -  

r o a d s  have  l o s t  m o r e  and  m o r e  of the h i g h - r a t e d  ,~ c o m m o d i t i e s  w h i c h  pa id  

an  e x c e s s  o v e r  ful l  cos t ;  and  b e c a u s e  the l o w - r a t e d  c o m m o d i t i e s  c o u l d n ' t  

s t a n d  r a t e  i n c r e a s e s ,  and b e c a u s e  nobody  was  t r y i n g  to t ake  t h e m  a w a y  

f r o m  the r a i l s  in any  s i g n i f i c a n t  quan t i ty ,  t h o s e  r a t e s  w e r e  not  r a i s e d .  

The  r a i l r o a d  r e a c t i o n  to the e r o s i o n  of the h i g h - r a t e d  t r a f f i c  was  

in  g e n e r a l  to have  a c r o s s - t h e - b o a r d  r a t e  i n c r e a s e s  w h i c h  a p p l i e d  to the  

c l a s s  r a t e s .  Th i s  d id  no t  app ly  in  g e n e r a l  to the low, b e l o w - f u l l - c o s t  

c o m m o d i t y  r a t e s .  Th i s  s i m p l y  p u s h e d  m o r e  t r a f f i c  up in to  the p r i c e  
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range where it was attractive to the truckers, and they scooped off 

more of it. The result has been that, although in years gone by the 

railroads were able to cover the full cost on the low-rated traffic by 

the extra income from the high-rated traffic, now they have lost much 

of the high-rated traffic, have lost very Little of the low-rated traffic, 

and their total revenue picture is very unfortunate. 

This means that the rails are having to move more and more in 

the direction of a rate structure based on cost. And I think as a gener- 

alization you can say that whenever two modes of transportation with 

significantly different cost structures are competing, it will mean over 

a period of time, pressure to bring rate structures more nearly in line 

with the actual cost of service. It's the only way that the carriers 

will be able to take fullest advantage of their inherent economic situation. 

In thinking about your transportation problems, your choice of 

carriers, and so on, I am sure you would all say that the choice of the 

best mode of transportation depends on the job to be done; that you would 

want to consider your requirements for speed, for flexibility of service, 

for cargo or personal safety, and the rate or charge involved. Then 

there would probably be other special considerations to take account of 

in each particular case. 

some of 

Having looked a~these characteristics of the various modes of 

transportation, I'd like for you to see what has happened in terms of the 

distribution of traffic. (Chart 3) Here in red you see the distribution 

of traffic in interci~ freight ton-miles as percentages of the total. The 
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r e d  i s  1940 and  the g r e e n  i s  1958. T h e s e  a r e  c h a n g e s  in  the p e r c e n t a g e s  

of the t o t a l  i n t e r c i t y  t o n - m i l e  t r a f f i c .  You w i l l  n o t i c e  t ha t  the  r a i l r o a d s  

have  d r o p p e d  15 p e r c e n t a g e  p o i n t s .  The  t r u c k s  a r e  up 10, doub l ing  t h e i r  

r e l a t i v e  i m p o r t a n c e  in  ou r  t r a n s p o r t a t i o n  of f r e i g h t .  I n l and  w a t e r w a y s ,  

i n c l u d i n g  the G r e a t  L a k e s ,  a r e  down s l i g h t l y .  P e t r o l e u m  p i p e l i n e s  have  

a l m o s t  doub led .  And  th i s  m a y  be a s u r p r i s e  to you .  The  a i r l i n e s  a r e  

h a r d l y  a d rop  in  the b u c k e t  i n  s p i t e  of the t r e m e n d o u s  a d v a n c e s  in  a i r  

t r a n s p o r t a t i o n  s i n c e  1940. 

On the o t h e r  hand ,  i f  you w e r e  to look a t  p a s s e n g e r - m i l e s ,  you 

would  f ind  tha t  the  a i r l i n e s  now r e p r e s e n t  abou t  30 p e r c e n t  of o u r  i n t e r c i t y  

p a s s e n g e r - m i l e s .  And  in 1957, fo r  the f i r s t  t ime ,  the a i r l i n e s  s u r p a s s e d  

the r a i l r o a d s  in  the n u m b e r  of p a s s e n g e r - m i l e s  c a r r i e d .  H o w e v e r ,  the 

a i r l i n e s  a r e  s t i l l  an  i n s i g n i f i c a n t  p a r t  of ou r  t o t a l  e c o n o m y  in t e r m s  of 

t h e i r  c o n t r i b u t i o n  to i n t e r c i t y  f r e i g h t  t o n - m i l e s .  

I t h ink  t ha t  t h e s e  f i g u r e s  a l s o  i n d i c a t e  one of the  r e a s o n s  t h a t  

m a n y  pe op l e  a r e  c o n c e r n e d  abou t  the p l i g h t  of the  r a i l r o a d s  t oday .  If  

we w e r e  to a s s u m e  in  a n a t i o n a l  e m e r g e n c y  tha t  t r a n s p o r t a t i o n  f a c i l i t i e s  

would  be of a s  m u c h  i m p o r t a n c e  and  u s e d  in  the s a m e  p r o p o r t i o n s  tha t  

t hey  a r e  now, t hen  you would  s a y  t h a t  the  r a i l r o a d s  a r e  go ing  to r e p r e s e n t  

abou t  46 p e r c e n t  of ou r  f r e i g h t  c a p a b i l i t y .  If  you  th ink  tha t  in  a n o t h e r  

n a t i o n a l  e m e r g e n c y ,  t r a n s p o r t a t i o n  m o v e m e n t s  in  the  c o n t i n e n t a l  U . S .  

w i l l  be  s i m i l a r  in  v o l u m e  and  d i s t r i b u t i o n  to w h a t  t h e y  w e r e  in  W o r l d  v~;ar 

II, t hen  you would  s a y  t h a t  the  r a i l r o a d s  w e r e  go ing  to r e p r e s e n t  abou t  

97 p e r c e n t  of o u r  t r a n s p o r t a t i o n  c a p a b i l i t y .  
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So if  the  r a i l r o a d s  a r e  s i ck ,  i t ' s  a m a t t e r  of e x t r e m e  s i g n i f i c a n c e  

fo r  a l l  of u s .  Not l e s s  t han  46 p e r c e n t  of our  t o t a l  t o n - m i l e s  of i n t e r c i t y  

f r e i g h t  t r a f f i c  i s  now c a r r i e d  by the r a i l r o a d s .  We c a n ' t  a f f o r d  to have  

a s e r i o u s  w e a k n e s s  in  any  m o d e  of t r a n s p o r t a t i o n  w h i c h  i s  of s u c h  g r e a t  

s i g n i f i c a n c e  to our  e c o n o m y .  

I ' d  l ike  to t o u c h  now on the s e c o n d  g e n e r a l  t op ic  I was  a s k e d  to 

c o m m e n t  about ,  and  t h a t ' s  the  r e c e n t  d e v e l o p m e n t s  in  t r a n s p o r t a t i o n  

an d  s o m e  of the  i m p a c t  w h i c h  t h e y  m a y  h a v e .  

One of t h e m ,  tha t  I m e n t i o n e d  e a r l i e r ,  was  c o n t a i n e r i z a t i o n .  I 

t h ink  you have  a l l  s e e n  e x a m p l e s  of t h i s  t h r o u g h  the  Konax c o n t a i n e r s  

in  the  m i l i t a r y  s e r v i c e s  and  t h r o u g h  the  p i c t u r e s  in n e w s p a p e r  a r t i c l e s  

on c o n t a i n e r i z a t i o n  i n  v a r i o u s  c o m m e r c i a l  a c t i v i t i e s .  

A n o t h e r  i m p o r t a n t  d e v e l o p m e n t  in  t r a n s p o r t a t i o n  has  b e e n  the  i n -  

c r e a s e d  i n t e r e s t  in c o o r d i n a t i o n  a m o n g  the  v a r i o u s  m o d e s  of t r a n s p o r t a -  

t ion .  H e r e  a g a i n  c o n t a i n e r i z a t i o n  ha s  p l a y e d  a l a r g e  r o l e  in m a k i n g  

th i s  c o o r d i n a t i o n  p r o f i t a b l e  and  i m p o r t a n t .  

F o r  e x a m p l e ,  l e t ' s  t ake  p iggy  back ,  w h i c h  i s  a p r i z e  c a s e  of 

c o o p e r a t i o n  a m o n g  m o d e s  of t r a n s p o r t a t i o n .  The g r o w t h  of p iggy  b a c k  

in  r e c e n t  y e a r s  has  b e e n  t r e m e n d o u s .  In 1958 t h e r e  w e r e  o v e r  200, 000 

c a r s  l o a d e d  in  p i g g y  b a c k  s e r v i c e .  Tha t  r e p r e s e n t e d  a 62 p e r c e n t  i n c r e a s e  

o v e r  the  c a r  l oad ing  in 1957. 

In o c e a n  t r a n s p o r t a t i o n  I t h ink  you have  a l l  s e e n  p i c t u r e s  and  m o v i e s  

about  the  n e w  c o n t a i n e r  s h i p s .  And  in a i r  and  s u r f a c e  t r a n s p o r t a t i o n  

a l s o ,  c o o r d i n a t i o n  i s  m o v i n g  a h e a d .  
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t h r o u g h - b i l l  and t h r o u g h - r o u t e  a r r a n g e m e n t  c o n t r a c t s  wi th  n u m e r o u s  

t r u c k e r s ,  deve lop ing  what  t hey  r e f e r  to as  " s k y  t r u c k  s e r v i c e , "  which  

wi l l  be f a s t e r  than r a i l  or  t ruck ,  f a s t e r  than r a i l w a y  e x p r e s s ,  s l o w e r  

than a i r  f r e igh t ,  but  c h e a p e r  than r a i l w a y  e x p r e s s  and p o s s i b l y  c o m p e t -  

i t ive  with  a i r  f r e i g h t  in  i t s  cos t .  

In the new equ ipmen t  a r e a  t h e r e  have a l so  been m a n y  deve lop-  

m e n t s .  I ' d  l ike to r a c e  th rough  a few of t h e m .  

As you know, in Europe ,  e l e c t r i f i c a t i o n  of the r a i l r o a d s  is  p r o -  

ceed ing  apace ,  wi th  i m p r o v e d  s e r v i c e  and h i g h e r  s p e e d s  of t r a i n s .  In 

th is  c o u n t r y  we have had e x p e r i m e n t s  wi th  n u c l e a r  power  for  l o c o m o t i v e s .  

The Union P a c i f i c  i=~ailroad is  o p e r a t i n g  gas  tu rb ine  l o c o m o t i v e s  in r e v e -  

nue s e r v i c e .  Some of the r a i l r o a d s  a r e  e x p e r i m e n t i n g  with the use  of 

powdered  coal  in t h e i r  d i e s e l  fuel  to i n c r e a s e  the e c o n o m y  with which  

they  can o p e r a t e .  Au toma t i c  t r a i n s ,  which  can ope ra t e  without  c rews  

a t  a l l  and s t i l l  p e r f o r m  in sa fe ty ,  a r e  t e c h n i c a l l y  pos s ib l e ;  and the re  

has  been  s u c c e s s f u l  e x p e r i m e n t a t i o n  with  t hem.  S e v e r a l  of the r a i l r o a d s  

a r e  e x p e r i m e n t i n g  with  the r e m o t e  ope ra t i on  of m u l t i p l e - u n i t  l o c o m o t i v e s  

s c a t t e r e d  th rough  a t r a i n .  Th i s  wi l l  a l low longe r  t r a i n s  to be o p e r a t e d  

wi thout  the dange r  of p u l l - a p a r t s  t h rough  the c o n c e n t r a t i o n  of a l l  the mo t -  

ive power  at  one end of the t r a i n .  I th ink you have s e e n  p i c t u r e s  of the 
s u p e r  

new tank c a r s ,  c a r r y i n g  a p p r o x i m a t e l y  twice  the c a r g o  that  was  f o r m e r l y  

hand led  in the n o r m a l  c a r .  And then t h e r e  have been n u m e r o u s  s p e c i a l t y  

c a r s  deve loped  as  wel l .  

In t ruck  t r a n s p o r t a t i o n  you m a y  not be a w a r e  of it ,  but t h e r e  have 

13 



a l s o  b e e n  e x p e r i m e n t s  w i t h  g a s  t u r b i n e  p o w e r  p l a n t s ,  w i th  p n e u m a t i c  

s p r i n g i n g ,  w i th  m o v a b l e  a x l e s  w h i c h  a l l o w  the c e n t e r  of g r a v i t y  of the  

t r a i l e r  to be a d j u s t e d ,  a l u m i n u m  b o d i e s ,  and  a l l  m a n n e r  of i m p r o v e m e n t s  

to  i n c r e a s e  s p e e d  of l o a d i n g  and  the ne t  t o n n a g e  t ha t  c a n  be  c a r r i e d  

in  a t r u c k - a n d - t r a i l e r  un i t .  

One of the  d e v e l o p m e n t s  t h a t  i s  now c o m i n g  to the  ~ a s t  i s  the  

e x p a n s i o n  of the  s e r v i c e  a r e a ,  p a r t i c u l a r l y  on s o m e  of the  t o l l  r o a d s ,  in  

w h i c h  s o - c a l l e d  doub l e s  or  t a n d e m  u n i t s  can  be o p e r a t e d .  T h i s  i s  a t r a c -  

t o r  p u l l i n g  a s e m i - t r a i l e r ,  f o l l owed  by a fu l l  t r a i l e r - - s o - c a l l e d  " r a i l r o a d s  

of the h i g h w a y . "  

In the p i p e l i n e  f i e l d  the d e v e l o p m e n t s  have  b e e n  s p e c t a c u l a r  

bu t  m o r e  c o n v e n t i o n a l - - b i g g e r  p i p e l i n e s  and  h i g h e r  p r e s s u r e s  to  a c h i e v e  

g r e a t e r  v o l u m e  and  r e d u c e d  u n i t  c o s t .  In add i t i o~ to  th i s ,  t h e r e  h a s  a l s o  

b e e n  e x p e r i m e n t a t i o n  w i t h  the  m o v e m e n t  of s o l i d s  b y  p i p e l i n e - - g r a i n ,  

c o a l  in  s o l u t i o n ,  and  so  on. T h i s  i s  a v e r y  p r o m i s i n g  d e v e l o p m e n t .  It 

does  have  c e r t a i n  d i f f i c u l t i e s ,  h o w e v e r .  I f  you shu t  down the p i p e l i n e  

for  a n y  l e n g t h  of t i m e ,  the  s o l i d s  in  s u s p e n s i o n  s e t t l e  out; and  w h e n  you 

s t a r t  p u m p i n g  aga in ,  the s o l i d s  a r e  not  p i c k e d  up to a n y  a p p r e c i a b l e  

e x t e n t  b y  the l iqu id .  7~_s a c o n s e q u e n c e ,  i t  i s  v e r y  d i f f i cu l t  and  e x p e n s i v e  

to ge t  y o u r  s l u r r y  s o l u t i o n ,  o r  w h a t e v e r  you  c a l l  y o u r  m i x t u r e ,  b a c k  

in to  the s y s t e m  as  i t  o r i g i n a l l y  s t a r t e d  out .  

C o n v e y o r s  a r e  a d e v e l o p m e n t  t ha t  h a s  m o v e d  a h e a d  r a p i d l y  in  the 

l a s t  few y e a r s .  T h e y  a r e  l o n g e r  t han  t h e y  w e r e  b e f o r e .  S o m e t i m e s  t h e y  

a r e  b e i n g  u s e d  w i t h  l i m i t e d  f r e i g h t  s e r v i c e  r a t h e r  than  j u s t  bu lk  c o m m o d i t i e s .  
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And they are talked about now in a number of cases for the handling of 

personnel over fairly long distances. 

In water transportation we have many different developments. 

In the field of power plants you are familiar with the S. S. Savanna, the 

nuclear-powered ship. They have been trying gas turbine power plants 

of various sizes in vessels, f~ee-piston drives, and so on. 

The actual driving mechanism has resulted in further development. 

V~re have ducted prope~llers, vertical any-direction propellers. In hulls 

they have the roll-on, roll-off special hulls; the lift-on, lift-off special 

hulls; jumboized hulls, where they take an existing ship, cut it apart, 

stretch the bow and stern, insert a new mid-section; and in some cases 

have gotten not only increased capacity, but higher cruising speeds with 

the same horsepower. So this is a very fine type of improvement. 

In addition, and going to the more spectacular areas, there is, 

as you know, experimentation going forward, in which the U. $. Govern- 

n%ent is participating, on the development of large-size hydrofoil vessels, 

which will move fast on underwater wings wllich lift the main part of the 

hull out of water. And the British, at least, have developed plans for a 

giant nuclear-powered submarine cargo liner; since, if you really want 

high speeds at sea, they can be achieved more economically in submarine 

vessels than in surface vessels. 

In addition to these developments, which relate mostly to ocean 

transportation, inland water transportation has also seen its own advances, 

particularly in the development of streamlined integrated tows, which 
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means ~ that the barges and the pusher units on the inland waterways 

have been built to fit snugly together as semi-rigid units, with consider- 

able increases in speed and great increases in the economy of operation. 

In air transportation, power plant development in recent years 

has seen the advent of the straight jet, the turbo-prop, the turbo-fan, 

and, of course, the experiments with rocket and nuclear propulsion. 

The size and speed of aircraft have both increased. We have 

promising developments in vertical take off aircraft, which might reduce 

to an embarrassing state some of our investments in giant airport run- 
in 

ways~/ these giant helicopters, which are in the role of flying trains at 

the moment and may develop further~ and in the cost per ton-mile, which 

I think is a matter of great importance. The new swing-tail turbo-fan 

offer 
cargo planes that are on the drawing boards or in production ~ the 

possibility, according to their manufacturers, of producing a ton-mile 

transportation cost below 5 cents. 

Now, you remember on the diagram that we had on the board a 

few minutes ago that the average revenue per ton-mile for the trucks was . ! 

6.4 cents. The average revenue per ton-mile for the airlines was 19 cents. 

If the airlines actually in the next few years get a plane which will allow 

them to operate at 5 cents or less per ton-mile, I think you can see what 

a tremendous increase in air freight we can expect in this country. 

Instead of being less than . 4 of one percent of the intercity ton-miles, 

it might easily assume really major proportions by providing both increases 

in speed and reduction in cost. 
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So t h i s  m a t t e r  of the  e c o n o m y  of o p e r a t i o n  of the  new a l l - c a r g o  

a i r c r a f t  t h a t  a r e  b e i n g  d e v e l o p e d  i s  s o m e t h i n g  w h i c h  we s h o u l d  a l l  w a t c h  

w i t h  a g r e a t  d e a l  of i n t e r e s t ,  b e c a u s e  i t  wou ld  have  t r e m e n d o u s  i m p a c t  

on the d i s t r i b u t i o n  s y s t e m s ,  s u b s t i t u t i n g  p r e m i u m  t r a n s p o r t a t i o n ,  s o -  

c a l l e d ,  f o r  w a r e h o u s e s ,  and  t r e m e n d o u s  i m p a c t  on the ba lance  of t r a n s -  

p o r t a t i o n  s e r v i c e s  by  the v a r i o u s  m o d e s  w i t h i n  t h i s  c o u n t r y .  

A n o t h e r  a r e a  of s i g n i f i c a n t  d e v e l o p m e n t  h a s  b e e n  the m a n a g e m e n t  

c o n t r o l  a r e a .  C o m m u n i c a t i o n s  have  b e e n  i m p r o v e d ,  l ~ i a t h e m a t i c a l  

a n a l y s i s ,  l i n e a r  p r o g r a m m i n g ,  and  so  on a r e  b e i n g  u t i l i z e d  b y  m a n a g e -  

m e n t  to ge t  b e t t e r  a n s w e r s  to t h e i r  p r o b l e m s .  A u t o m a t i c  da ta  p r o c e s s -  

ing  i s  b e i n g  u s e d  by  m a n y  o r g a n i z a t i o n s  to he lp  t h e m  m a n a g e  by  a c c e p -  

t a n c e  and  to he lp  i n t h e p r o c e s s i n g  of the  v o l u m e s  of i n f o r m a t i o n  n e c e s s a r y  

fo r  e f f e c t i v e  m a t h e m a t i c a l  a n a l y s i s  of s o m e  of the  c o m p l e x  p r o b l e m s .  

The  t h i r d  top ic  was  the c u r r e n t  c o n d i t i o n s  and  p r o s p e c t s .  I h a v e n ' t  

p a c e d  : m y s e l f  v e r y  we l l ,  so  I ' m  go ing  to have  to s p e e d  up h e r e  a l i t t l e .  

I would  l ike  to t ouch  on a n u m b e r  of t h e s e  c u r r e n t  c o n d i t i o n s  and  g ive  

you  m y  i d e a s  abou t  t h e i r  s i g n i f i c a n c e .  

In t e r m s  of the d o m e s t i c  t r a n s p o r t a t i o n  r e q u i r e m e n t s ,  we know 

wha t  o u r  m i l i t a r y  t r a n s p o r t a t i o n  r e q u i r e m e n t s  a r e  on the d o m e s t i c  e c o n -  

o m y  in t i m e  of m o b i l i z a t i o n .  We do not  know wha t  the  e m e r g e n c y  r e q u i r e -  

m e n t s  fo r  the c i v i l i a n  e c o n o m y  w i l l  be .  T h i s  i s  a s i g n i f i c a n t  and  u n f o r -  

t una t e  s i t u a t i o n .  

S ince  we don ' t  know wha t  the  e m e r g e n c y  r e q u i r e m e n t s  fo r  the  

c i v i l i a n  e c o n o m y  w i l l  be,  we don ' t  know w h e t h e r  o r  not  we have  a s h o r t a g e ,  

17 



a s l i g h t  s u r p l u s ,  o r  a t r u l y a c u t e  p r o b l e m  in  the  v a r i o u s  m o d e s  of t r a n s -  

p o r t a t i o n .  V/e can  only  s a y  tha t  the  to ta l  t r a n s p o r t a t i o n  c a p a b i l i t y  in  

the v a r i o u s  m o d e s  i s  in g e n e r a l  a d e q u a t e  fo r  the  to ta l  r e q u i r e m e n t s  of 

the  D e p a r t m e n t  of :Defense in th i s  c o u n t r y .  T r u c k  and bus  m e e t  our  

r e q u i r e m e n t s .  C c e a n  t r a n s p o r t a t i o n  we have  a m p l e  c a p a b i l i t y  in,  b a s e d  

on c u r r e n t  w a r  p l a n s .  ~ a i l  f r e i g h t  c a p a b i l i t y  is  s a t i s f a c t o r y .  In r a i l  

p a s s e n g e r  c apab i l i t y ,  w h e r e  you m i g h t  th ink  we wou ld  be v e r y  w o r r i e d ,  

a c t u a l l y  it t u r n s  out tha t  the n u m b e r  of p a s s e n g e r  c a r s  i s  m o r e  than  

a d e q u a t e  fo r  the D e p a r t m e n t  of D e f e n s e  r e q u i r e m e n t s .  We a r e  a c t u a l l y  

go ing  to u n l o a d  s o m e  of the D e p a r t m e n t  of ]befense  poo l  of P u l l m a n  c a r s  
d e m o n s t r a t e  d 

u n l e s s  s o m e b o d y  can  c o m e  up wi th  a / r e q u i r e m e n t  tha t  we n e e d  t h e m .  

In the a i r  f r e i g h t  and  p a s s e n g e r  s e r v i c e  t h e r e  a l s o  is  c o n s i d e r a b l e  

capacity. 

I'd like to turn now to something about the carrier prospects. 

One of the problem areas here is the erosion of the common carriers. 

Over the years, private carriers and contract carriers have been getting 

an increasing share of the business. As a consequence, the common 

carriers, who in many ways form the backbone of our transportation 

system, are not as strong as they used to be; and many people, including 

myself, feel that they are not as strong as they should be. 

The railroads are in particularly bad shape. I'd like to read you 

some figures from the House Committee report on the return on invest- 

ment. The railroads, you realize, are the most heavily regulated mode 

of transportation in the country. Six percent, as you will recall, has 
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f r e q u e n t l y  b e e n  c i t e d  as  a r e a s o n a b l e  r e t u r n  on i n v e s t m e n t  fo r  a r e g u -  

l a t e d  i n d u s t r y .  In 1958 the C l a s s  1 r a i l r o a d s  of the U . S .  r e t u r n e d  2 . 7 6  

p e r c e n t  on t h e i r  i n v e s t m e n t ;  and  the P e n n s y l v a n i a  R a i l r o a d ,  one of the  

p r o m i n e n t  e a s t e r n  c a r r i e r s ,  r e t u r n e d  l e s s  than  one ha l f  of one p e r c e n t  

on i t s  i n v e s t m e n t .  Th i s  i s  a p e r i o d  of p r o s p e r i t y .  If th i s  is  what  h a p -  

p e n s  to the r a i l r o a d s  in  a p e r i o d  of p r o s p e r i t y ,  

to h a p p e n  to t h e m  in the n e x t  r e c e s s i o n ?  

L e t ' s  t ake  a look  at a c o n t r a s t  h e r e .  

wha t  in  the h e l l  i s  go ing  

I'I1 have  to change  the  b a s e  

of  the f i g u r e s  s l i g h t l y  and  ta lk  about  r e t u r n  on n e t  a s s e t s .  F o r  a f i v e -  

y e a r  a v e r a g e  e n d i n g  in  1958, the  t o t a l  m a n u f a c t u r i n g  i n d u s t r i e s  had  a 

12.8 p e r c e n t  r e t u r n  on ne t  a s s e t s ,  t o t a l  a m u s e m e n t  s e r v i c e  i n d u s t r i e s  

11.8, to ta l  m i n i n g  and  q u a r r y i n g  10.0,  t o t a l  f i n a n c i a l  i n d u s t r i e s  7 . 6 ;  

a n d  in the pub l i c  u t i l i t i e s  f i e l d - - e l e c t r i c  p o w e r  and  gas  and  so  o n - -  

9 .8 ,  t e l e p h o n e  and t e l e g r a p h  9 .2 ,  a i r  t r a n s p o r t a t i o n  10.1. 

f i v e - y e a r  a v e r a g e s  e n d i n g  in  1958. 

van i a  R a i l r o a d ,  r e p r e s e n t i n g  the  h a r d e s t - h i t  e a s t e r n  c a r r i e r ,  1.8 p e r c e n t  

r e t u r n  on ne t  a s s e t s .  So I t h ink  i t ' s  f a i r  to s a y  tha t  the s i t u a t i o n  i s  

s e r i o u s  in c o n n e c t i o n  wi th  the r a i l r o a d s .  

A p r o m i n e n t  r a i l r o a d  p r e s i d e n t  h e r e  in the E a s t ,  a t  a b r e a k f a s t  

m e e t i n g  a l i t t l e  e a r l i e r  th i s  y e a r ,  m a d e  a s t a t e m e n t  to th i s  e f fec t :  tha t  

in  h is  op in ion  the  r a i l r o a d s  of the  U n i t e d  S ta tes  would  be n a t i o n a l i z e d  

w i t h i n  t h r e e  y e a r s ,  b e c a u s e ,  he fe l t ,  the  e a s t e r n  l~ai l roads  would  s u f f e r  

b a n k r u p c y  in l a r g e  n u m b e r s  a t  the nex t  r e c e s s i o n ,  and  he a n t i c i p a t e d  s o m e  

k i n d  of a r e c e s s i o n  w i th in  t h r e e  y e a r s ;  and  wi th  the  e a s t e r n  r a i l r o a d s - -  
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and  he d e f i n e d  ~hern a s  t h o s e  o p e r a t i n g  b e t w e e n  the 1Vi iss i ss ippi  f~iver  

and  a l ine  r o u g h l y  r u n n i n g  b e t w e e n  St.  L o u i s  and  New Y o r k - - i f  the e a s t -  

e r n  r a i l r o a d s  wen t  u n d e r ,  he f e l t  tha t  i t  would  be i m p r a c t i c a b l e  fo r  

the  r a i l r o a d s  of t h i s  c o u n t r y  to o p e r a t e  ha l f  s l a v e  and  h a l f  f r e e .  So 

he f e l t  t ha t  fo r  o p e r a t i n g  r e a s o n s ,  the G o v e r n m e n t  would  have  to t ake  

o v e r  a l l  of the r a i l r o a d s ,  and  he d i d n ' t  f e e l  t ha t  t h i s  would  be  a n y  s o l u -  

t ion  to the p r o b l e m ,  b e c a u s e ,  a s  a n o t h e r  s p e a k e r  once  put  i t ,  a chang e  

in  the p a t t e r n  of o w n e r s h i p  does  not  change  the o p e r a t i n g  p r o b l e m s  of 

the  o r g a n i z a t i o n .  T h e y  would  r e m a i n .  So I would  s i m p l y  wan t  to e m p h a -  

p r e s e n t  
s i z e  t ha t  the  r a i l r o a d s ,  w h i c h  r e p r e s e n t  46 p e r c e n t  of ou r  i n t e r c i t y  t on -  

on 
m i l e  s e r v i c e  f r e i g h t ,  a r e  in  bad  s h a p e .  9. lo t  of peop le  in  the  i n d u s t r y  ~,~ 

th ink  t h a t  the c r i s i s  i s  n e a r  a t  hand .  

Now, t h i s  r a i s e s  s o m e  long-  and  s h o r t - r u n  p r o b l e m s  fo r  us ;  

a n d  a l s o  fo r  s o m e  of the  c a r r i e r s .  Look  a t  the p r o b l e m  of the t r u c k e r s ,  

f o r  e x a m p l e .  T h e y  wan t  to ge t  m o r e  of tha t  r a i l r o a d  t r a f f i c .  On the 

o t h e r  hand ,  t h e y  c a n ' t  a f f o r d t o  win  by  too b ig  a m a r g i n ,  b e c a u s e  w h e n  

t h e y  look a t  the  e x p e r i e n c e  of G r e a t  B r i t a i n ,  t h e y  s e e  tha t  a f t e r  the  r a i l -  

r o a d s  t h e r e  w e r e  n a t i o n a l i z e d ,  the t r u c k  s e r v i c e  w a s  s t r i c t l y  r e g u l a t e d  

in  o r d e r  tha t  the ~ COmpet i t ion  would  be on a m o r e  e q u i t a b l e  b a s i s  w i th  

the  n a t i o n a l i z e d  r a i l r o a d s .  So the l a r g e r  t r u c k e r s  of t h i s  c o u n t r y ,  

l o o k i n g  to the f u t u r e ,  r e a l i z e  tha t  t h e y  have  an  i m p o r t a n t  s t a k e  ~.n m a i n -  

t a i n i n g  the  r a i l r o a d s  a s  p r i v a t e  e n t e r p r i s e s  in  t h i s  c o u n t r y  in  o r d e r  t h a t  

the t r u c k e r s  m a y  c o n t i n u e  to have  f r e e d o m  to g r o w  and  to deve lop  a c c o r d -  

ing  to t h e i r  i n h e r e n t  e c o n o m i c  a d v a n t a g e s .  
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s i tua t ion  
F r o m  the s l i p p e r s '  point  of lziew the r a i l r o a d / a l s o  p r e s e n l $ a  

p r o b l e m .  None of us l ike to pay m o r e  for  t r a n s p o r t a t i o n  than we can 

he lp .  On the o the r  hand, if  v a r i o u s  b r a n c h e s  of the F e d e r a l  G o v e r n m e n t ,  

State g o v e r n m e n t s ,  and l a r g e  s h i p p e r s  cont inue to a p p e a r  be fo re  reboxl- 

l a t o r y  a g e n c i e s  to o b s t r u c t  and p r o t e s t  e v e r y  r a t e  i n c r e a s e  s u g g e s t e d  by 

the r a i l r o a d s ,  t hey  wi l l  save  on t h e i r  t r a n s p o r t a t i o n  c h a r g e s  in the s h o r t  

r un  at  the expense  of a d e t e r i o r a t i n g  s e r v i c e  and p o s s i b l y  abandonmen t  

of s e r v i c e  in the long run .  

ing sh ipp ing  o r g a n i z a t i o n s  

So i t  a p p e a r s  to me  tha t  a l l  of us r e p r e s e n t -  

should  look wi th  a l i t t l e  m o r e  a t t en t ion  to 

our  l o n g - r u n  i n t e r e s t  and p e r h a p s  give l e s s  a t t en t ion  to the s h o r t - r u n  

s a v i n g s  which migh t  be e f fec ted  t h rough  holding down r a t e s  h e r e  or  t he re  

for  a n o t h e r  s ix  mon ths  or  for  ano the r  y e a r  or  so .  

Ano the r  a r e a  of t r a n s p o r t a t i o n  condi t ions  tha t  I would l ike to c o m -  

m e n t  on is  the m i l i t a r y  t r a n s p o r t a t i o n  m o v e m e n t .  As you know, the 

h:i: i l i tary T ra f f i c  M a n a g e m e n t  Agency  p r o v i d e s  r a t e s  and r o u t e s  for  m i l i -  

t a r y  t r a n s p o r t a t i o n  m o v e m e n t s  of 10, 000 pounds or m o r e  on the con t inen -  

ta l  U . S .  It has  been  i n t e r e s t i n g  to me  to d i s c o v e r  that ,  f a r  f r o m  ge t t ing  

c o o p e r a t i o n  f rom v a r i o u s  sh ipp ing  a g e n c i e s ,  t he r e  i s  in m a n y  c a s e s  a 

v e r y  ac t ive  p r o g r a m  of e v a s i o n  unde r  way.  A t r a n s p o r t a t i o n  o f f i ce r  of 

one of the s e r v i c e s  to ld  me tha t  h is  o r g a n i z a t i o n ,  which  i s  one of the 

m a j o r  s h i p p e r s  of the coun t ry ,  u s e d  e v e r y  e f fo r t  i t  could to evade coming  

u n d e r  R~%~A~A j u r i s d i c t i o n ,  and tha t  t hey  would do any th ing  s h o r t  of cu t t ing  

a je t  engine  in two to keep  t h e i r  loads  unde r  10, 000 pounds.  

Ano the r  p r o b l e m  in th is  connec t ion  i s  the p lann ing  and s chedu l ing  
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system for transportation. The various services have their own systems. 

I understand that the Air Force is now developing an additional system 

to be used exclusively in connection with the scheduling and movements 

of components for missiles. And the poor old Army transportation 

terminals at the various ports are really stuck, because everybody has 

developed his own documentation system and procedures and paper work 

to go with his shipments. And I believe that when General Houseman 

commanded the Atlantic Transportation Terminal Command, they had 

to contend with, I think it was, eleven different systems of documentation. 

Now, t h i s  i s  a h e l l  of a no te .  T h i s  i s  a l l  G o v e r n m e n t  t r a f f i c ,  

and  h e r e  w e ' r e  t r y i n g  to r u n  wi th  e l e v e n  d i f f e r e n t  p a p e r  w o r k  s y s t e m s  

and  conduc t  an  e f f i c i e n t  o p e r a t i o n .  I t  r e a l l y  s e e m s  t h a t  we ought  to be 

ab l e  to ge t  ou r  h e a d s  t o g e t h e r  and  s e t t l e  on one s y s t e m  fo r  the  p l an rdn g  

and  s c h e d u l i n g  and  d o c u m e n t a t i o n  of ou r  t r a n s p o r t a t i o n .  

A n o t h e r  p r o b l e m  in  t h i s  a r e a  of m i l i t a r y  t r a n s p o r t a t i o n  m o v e m e n t  

i s  t ha t  t h e r e  i s  no p r o v i s i o n  fo r  m o v e m e n t  c o n t r o l s  on t h r o u g h  b i l l  m o v e -  

m e n t s .  And y e t  t h r o u g h - b i l l  c a r g o e s  a r e  b e c o m i n g  i n c r e a s i n g l y  i m p o r t a n t .  

But  we have  no s y s t e m  of k e e p i n g  t r a c k  of w h e r e  t h e y  a r e ,  o r  of h a n d l i n g  

d i v e r s i o n s  i f  t h e y  b e c o m e  n e c e s s a r y .  

Then  in  the o v e r s e a s  t r a n s p o r t a t i o n  m o v e m e n t s  we ge t  s o m e  
w h i c h  

o t h e r  p r o b l e m s .  F i r s t  of a l l ,  the o v e r s e a  s u p p l y  a g e n c y ~ s  the D e p a r t -  

m e n t  of the  P- rmyj  and  the A r m y  T r a n s p o r t a t i o n  T e r m i n a l  Command~ 

bo th  w o r k  w i th  the  s a m e  i n f o r m a t i o n  to a c o n s i d e r a b l e  e x t e n t .  But  b e c a u s e  

of a p o l i c y  d e v e l o p e d  in y e a r s  p a s t ,  t h a t  t r a n s p o r t a t i o n  w a s  e n t i r e l y  
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s e p a r a t e  f r o m  s u p p l y - - a n d  p l e a s e  d o n ' t  c o n f u s e  transportation i n f o r m a t i o n  

wi th  s u p p l y  i n f o r m a t i o n - - t h e r e  i s  t h i s  d u p l i c a t i o n  of i n f o r m a t i o n  and a 

the 
r e m a r k a b l e  l ack  of c o o r d i n a t i o n  a m o n g  t h e m ,  in  s p i t e  o f  p e r s o n a l  good  

f e e l i n g s  w h i c h  m a n y  of the  s e n i o r  o f f i c e r s  have  b e e n  ab le  to d e v e l o p  

b e t w e e n  t h e i r  o r g a n i z a t i o n s .  

In the o v e r s e a s  p o r t s  we a r e  s t i l l  a l i t t l e  b i t  s l ow to l e a r n .  In 

W o r l d  W a r  I we j a m m e d  up our  U. S. p o r t s  b e c a u s e  we d i d n ' t  have  any  

p o r t  r e l e a s e  s y s t e m .  In W o r l d  War  II we s m a r t e n e d  up. ~ e  had  a p o r t  

r e l e a s e  s y s t e m ,  to be  s u r e ;  but  we j a m m e d  up our  o v e r s e a s  p o r t s  b e c a u s e  

we d i d n ' t  have  any  p o r t  r e l e a s e  s y s t e m  for  m o v e m e n t s  b e t w e e n  the  U . S .  

and  o v e r s e a s .  As  a c o n s e q u e n c e ,  in ¥~orld  War  II and  a l s o  in  Korea ,  

s tu f f  a r r i v e d  at  the o v e r s e a s  p o r t s  in  q u a n t i t i e s  w h i c h  c o u l d n ' t  p o s s i b l y  

be u n l o a d e d  by the p o r t  f a c i l i t i e s  a v a i l a b l e .  

X e c e n t l y  the  A r m y  T r a n s p o r t a t i o n  C o r p s  has  u n d e r t a k e n  a n u m b e r  

of  s t u d i e s  o n  d e v e l o p i n g  an i m p r o v e d  t r a n s p o r t a t i o n  m o v e m e n t  s y s t e m ;  

and  one of t h e s e  s t u d i e s ,  wi th  w h i c h  I had the good  fo r t une  to be a s s o c i a t e d ,  

w as  c o n c e r n e d  wi th  a v o i d i n g  t h e s e  b o t t l e n e c k s  once  the c a r g o e s  a r r i v e d  

at  the  o v e r s e a s  p o r t s ,  t a k i n g  a c c o u n t  of the t r a n s p o r t a t i o n  capab i l i t y ,  

the r e c e i v i n g  capab i l i t y ,  the u n l o a d i n g  c a p a b i l i t y ,  and  so on. 

~u t  t h i s  s t i l l  d i d n ' t  p r o v i d e  any  s h u t - o f f  u n d e r  the c o n t r o l  of the 

o v e r s e a s  p o r t  c o m m a n d e r .  I~e was  s t i l l  go ing  to be the v i c t i m  of the  

U. S. t e r m i n a l ' s  d e s i r e  to ou t l oad  the m a x i m u m  tonnage  and  m a k e  the 

b e s t  p o s s i b l e  r e c o r d .  Th i s  is  s o m e t h i n g  tha t  w e ' v e  got  to s m a r t e n  up 

on and  put a s top  to, so  tha t  we have  a s y s t e m  w h i c h  a v o i d s  the b o t t l e -  
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s i m p l y  

n e c k s ,  r a t h e r  t han  c o n t e n d i n g  wi th  t h e m  by/~dumping the c a r g o  you c a n ' t  

h a n d l e  in the  f i e l d s  and  l a b e l i n g  it  " o n e  ha l f  a c r e  of s p a r e  p a r t s ,  " and  

t h i n g s  of tha t  s o r t .  

A n o t h e r  p r o b l e m  w h i c h  the o v e r s e a s  p o r t s  have ,  in  a d d i t i o n  to 

not  h a v i n g  a c o n t r o l  o v e r  t h e i r  input ,  i s  i n a d e q u a t e  i n f o r m a t i o n .  S o m e -  

t i m e s  t h e y  don ' t  ge t  the m a n i f e s t  on a v e s s e l  un t i l  a f t e r  the  v e s s e l  has  

a r r i v e d .  I was  to ld  by  an o u t s p o k e n  p o r t  c o m m a n d e r  in  E u r o p e  tha t  t h e y  

r e f e r  to t h e s e  e v e n t s  a s  " C h r i s t m a s . "  T h e y  j u s t  go and  open  the  h a t c h  

and  s e e  wha t  t hey  h a v e .  

In a v i s i t  in  1957 to ~ u r o p e  I h a p p e n e d  to be in the c o m p a n y  of 

a g e n e r a l  o f f i c e r  of the  T r a n s p o r t a t i o n  C o r p s ;  so  we w e r e  g e t t i n g  the 

f i v e - d o l l a r  tou r  of the t r a n s p o r t a t i o n  a c t i v i t i e s  in the  Gar  de L e s  in  P a r i s .  

Th i s  i n c l u d e d  a c o m p l e t e  e x p l a n a t i o n  of the  l o s t  and  d a m a g e d  b a g g a g e -  

h a n d l i n g  a c t i v i t i e s  in  the b a s e m e n t  of the s t a t i o n .  Th i s  s e r g e a n t  was  

e x p l a i n i n g  j u s t  wha t  t h e y  d id  about  l o s t  b a g g a g e ;  and  i f  you w e r e  a l i e u t -  

enan t ,  t h e y  did  i t  t h i s  way; and  i f  you a c o l o n e l ,  t h e y  gave  you th is  m u c h  

e x t r a  s e r v i c e  in  t r y i n g  to l o c a t e  the  b a g s ,  and  so on.  Vie n o t i c e d  a l a r g e  

s t a c k  of IBM d o c u m e n t s  on h i s  d e s k  and  we i n q u i ~ e d  about  t h o s e ,  l ie  

s a id :  "Oh,  t h o s e .  Wel l ,  e v e r y  day  I go o v e r  to the  A i r  F o r c e  p o s t o f f i c e  

to s e e  if  t h e y  have  any  m a i l  fo r  us ,  and  they  u s u a l l y  have  one of t h e s e  

b ig  b u n d l e s . "  It  was  abou t  th i s  long and  abou t  tha t  h igh  and  about  tha t  

w i d e .  And  he sa id :  " I  b r i n g  tha t  bag  o v e r  h e r e ,  and  a f t e r  I ge t  the b a g g a g e  

s i t u a t i o n  s t r a i g h t e n e d  out, t hen  I open  i t  up and  s o r t  i t  up in to  d e s t i n a -  

t i ons ,  and  r e - w r a p  t h e s e  p a c k a g e s ;  and  i f  t h i n g s  a r e n ' t  too busy ,  I ge t  
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it back to the postoffice the same day." These are the manifests. 
problems of the 

Another example of the/overseas ports and the transportation 

movement system, I think, is the contrast between what was goingon at 

Bre[~nerhaven in 1957, the biggest military port in ~urope, and what was 

going on at Chateau ~oux air freight terminal, which was two bays of 

a warehouse. Chateau /%oux had a complete IEl~4 punch card installation 

for the operation and control of data relating to these two warehouse 

bays of airl freight. Bremerhaven, which had hundreds of warehouse 

bays, was turned down on a request for any IBlk,l equipment. 

Now, this is in part a result of budgetary problems. It is also 

in part a result of the fact that Chateau Roux could claim a requirement 

for data-processing equipment because it was a part of the standard 

information system that the Air Force supply people used, while /3remer- 

haven could not make such a claim as requiring data-processing equip- 

ment because it was a part of the standard system. 

There were a number of problems also after we got inside the 

theater area. I'd like to read some summary comments about the trans- 

portation movement system between the ports and destinations in the 

theater. This is from the study report. 

"The present transportation moven%ent system has a number of 

basic faults. It is inherently inaccurate, because it's based on unre- 

liable information; significantly incomplete, because it ignores destina- 

tion receiving capacity, omits all shipments of fresh subsistence, and 

omits all cargos on through billing or on first destination delivery end 
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of p r o c u r e m e n t  c o n t r a c t s ;  d a n g e r o u s l y  s low,  b e c a u s e  the c o m m u n i c a t i o n s  

f a c i l i t i e s  a r e  i n a d e q u a t e ,  e v e n  at  p e a c e t i m e  t r a f f i c  v o l u m e ;  and  p r e p a -  

r a t i o n  of a m o v e m e n t  p r o g r a m  r e q u i r e s  o v e r  30 days  l e a d  t i m e . "  

The  b a l a n c e  of the  c h a p t e r  g o e s  on to c i t e  e x a m p l e s  and  to e x p l a i n  

in detail. I think that a system which in peacetime is inherently i~ac- 

curate, significantly incomplete, and dangerously slow is a mighty weak 

reed to rely on in an emergency. 

iX$ow, in civilian traffic management in the United States, the 

Office of Civilian Defense ~¢iobilization is the top organization. I think 

you've heard a good deal about it in the past and know that it has a tremen- 

dous job to do. To my way of thinking it's the most important transpor- 

tation job in the country. 

Unfortunately, a lot of people, many in the Bureau of the ]Budget 

apparently, don't recognize this; and in my opinion the (3Cul~ transpor- 

tation people are woefully short on money and on staff. So far as I am 

aware, they have no significant transportation management force in 

operation, but they are supposed to control transportation management 

for the whole economy in an emergency. 

~urther, at present they have no figures on the magnitude of the 

transportation requirements of the economy in an emergency. They 

haven't had the money or the staff to get them. They are working hard, 

under the direction of h4r. Owen Jones, Deputy Assistant Director. 

I think it's important that all of us give them every aid that we can. 

Their job is vital. If they fail in an emergency, the military forces can't 
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long survive. 

The Department of Defense is considerably better off in terms 

of traffic management and transportation planning and scheduling than 

©CDIV,. This is unfortunate, because if somebody had to be better off, 

i t  would be f a r  m o r e  i m p o r t a n t  tha t  i t  be OCO~]i, s ince  t h e i r  r o l e  i s  a 

f a r  m o r e  s i g n i f i c a n t  one.  

Now, in t e r m s  of F e d e r a l  G o v e r n m e n t  o r g a n i z a t i o n  for  t r a n s p o r -  

t a t i o n - - a n d  I have a l r e a d y  m e n t i o n e d  the s i g n i f i c a n c e  of ©COI~i--al l  

of t he se  r e g u l a t o r y  and p r o m o t i o n a l  a g e n c i e s  of the G o v e r n m e n t  a r e  

d i r e c t e d  by O C D ~  in an e m e r g e n c y .  The D e p a r t m e n t  of Defense  goes  

to the CCD~/! to r e q u e s t  a l l o c a t i o n s  of c i v i l i an  t r a n s p o r t a t i o n f ° r m i l i t a r y  

needs .  So we a r e  a u s e r .  We hope that  we wi l l  get  f rom (DCDIL the 

t r a n s p o r t a t i o n  c a p a b i l i t i e s  which  we r e q u i r e .  

I 'd  l ike to m e n t i o n  qu ick ly  some  of the m o s t  i m p o r t a n t  o r g a n i z a -  

t ions  c o n c e r n i n g  t r a n s p o r t a t i o n  in our  F e d e r a l  C o v e r n m e n t ,  j u s t  to le t  

you see  how m a n y  cooks t h e r e  a r e  s t i r r i n g  the b ro th .  

Under  a i r  t r a n s p o r t a t i o n  we have the C iv i l  A e r o n a u t i c s  Board ,  

an independen t  a g e n c y  p r o v i d i n g  the economic  r e g u l a t i o n ;  the F e d e r a l  

Av ia t ion  Agency  of the D e p a r t m e n t  of C o m m e r c e ,  wi th  the a i r  t r a f f i c  con t ro l  

and a i r  nav iga t ion  r e g u l a t i o n  and the p r o m o t i o n a l  r e s p o n s i b i l i t i e s ;  the 

V~teather Bu reau  of the O e p a r t m e n t  of C o m m e r c e ,  with s e r v i c e .  In 

ocean  t r a n s p o r t a t i o n  the F e d e r a l  M a r i t i m e  B o a r d - - e c o n o m i c  r e g u l a t i o n  

and s u p p o r t - - a n  independen t  agency;  the F e d e r a l  l%iaritime -~*dministration 

of the D e p a r t m e n t  of C o m m e r c e ,  p rov id ing  the p r o m o t i o n  and s o m e  
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a d m i n i s t r a t i v e  c o n t r o l .  I : iere t h e r e  i s  a l i t t l e  c o o r d i n a t i o n ,  b e c a u s e  

the ~ : l a r i t i m e  z ~ d m i n i s t r a t o r  i s  by  law the C h a i r m a n  of the  F e d e r a l  l ~ a r i -  

t i m e  B o a r d .  So o u r  p r o m o t i o n  and  o u r  e c o n o m i c  r e g u l a t i o n  n e c e s s a r i l y  

a r e  f a i r l y  w e l l  c o o r d i n a t e d .  Then ,  of c o u r s e ,  the  C o a s t  G u a r d  p r o v i d e s  

n a v i g a t i o n  and  p o l i c e  s e r v i c e s .  T h e y  a r e  u n d e r  the T r e a s u r y  D e p a r t m e n t  

i n  p e a c e t i m e .  

In h i g h w a y  t r a n s p o r t a t i o n  i t ' s  the ICC a g a i n  fo r  e c o n o m i c  r e g u l a -  
p e r h a p s  

d o n ;  and  the B u r e a u  of P u b l i c  l%oads, w h i c h / o c c a s i o n a l l y  t i p s  i t s  ha t  in  

the  d i r e c t i o n  of the ICC,  h a n d l i n g  the  p r o m o t i o n  and  d e v e l o p m e n t  of the 

h i g h w a y  s y s t e m .  

So f a r  a s  I have  b e e n  ab le  to l e a r n ,  h o w e v e r ,  the  ICC had  no 

s i g n i f i c a n t  r o l e  w h a t s o e v e r  in  the d e v e l o p m e n t  o r  e v a l u a t i o n  of the  

n a t i o n a l  h i g h w a y  p r o g r a m  on w h i c h  w e ' r e  go ing  to be s p e n d i n g  a g r e a t  

m a n y  b i l l i o n s  of d o l l a r s  in  the  nex t  two y e a r s .  A l l  the ICC h a s  to do, 

b y  law,  i s  to r e g u l a t e  l and  t r a n s p o r t a t i o n  so  t ha t  the i n h e r e n t  a d v a n t a g e s  

of the v a r i o u s  m o d e s  of t r a n s p o r t a t i o n  a r e  d e v e l o p e d .  And, of c o u r s e ,  

i f  y o u ' r e  go ing  to d e v e l o p  the i n h e r e n t  a d v a n t a g e s  of t r a n s p o r t a t i o n ,  i t  

wou ld  be n i c e  i f  you  had  s o m e  s a y  on how m a n y  b i l l i o n s  of d o l l a r s  a r e  

s p e n t  on t r a n s p o r t a t i o n  f a c i l i t i e s  of the  v a r i o u s  m o d e s .  But  t h i s  i s  one 

of the d e f i c i e n c i e s ,  i n  m y  op in ion ,  of our  p r e s e n t  G o v e r n m e n t  o r g a n i z a -  

t ion .  In m a n y ,  m a n y  c a s e s  the r e g u l a t o r y  p o l i c i e s  and  the  p r o m o t i o n a l  

p o l i c i e s  a r e  not  c o n s i s t e n t ,  and  t h e r e  i s  no l e g a l  w a y  in  w h i c h  you  can  

m a k e  t h e m  c o n s i s t e n t .  T h e r e  a r e  m a n y  l e g a l  w a y s  in  w h i c h  i t  c an  be 

done i f  we c h a n g e  the l aws ,  but  u n d e r  the p r e s e n t  l aw you  c a n ' t  f o r c e  
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c o n s i s t e n c y  of po l i cy .  

On in l and  and c o a s t a l  w a t e r w a y s ,  ICC again ,  wi th  the e c o n o m i c  

r egu l a t i on ;  the A r m y  L n g i n e e r s  o c c a s i o n a l l y  t ipping t h e i r  hat  to the 

ICC, but in g e n e r a l  c o m p l e t e l y  independen t  of ICC, handl ing  the deve l -  

opmen t  and p romot ion ;  Coas t  Guard  p rov id ing  nav iga t ion  f ac i l i t i e s ;  St. 

Deve lopmen t  C o r p o r a t i o n  runn ing  the St. L a w r e n c e  L a w r e n c e  Seaway 

:Seaway. 

Again,  
played 

the ICC ~ no significant role in the development of 

plans  or  eva lua t i on  of the p r o s p e c t s  on the St. L a w r e n c e  Seaway.  All  

i t  does is  to p lay  he l l  with r a i l r o a d  r a t e s  in the n o r t h e a s t e r n  U . S . ,  and 

p rov ide  a l l  s o r t s  of p r o b l e m s  on the in land  wa te r  and C r e a t  Lakes  

transportation rates. But we haven't for some reason gotten around to 

providing the coordination between our regulatory policy and our promo- 

tional policy. 

The petroleum pipelines and the railroads have some eoonomic 

regulation, but no promotion or support. So their situation is simple. 

What's wrong:? Well, as I have indicated, perhaps there are too 

many cooks stirring the broth. Second, there are differences in policy 

among the transportation regulatory agencies. Third, there is a lack 

of coordination among the agencies concerned. 

The differences of policy among the agencies result in the vary- 

ing laws. The ICC is told to develop the inherent economic advantages 

of the various modes of transportat~{on. The Federal l~aritime Board 

is told to maintain and develop a merchant marine of certain suitable 
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c h a r a c t e r i s t i c s  tha t  we n e e d  for  th is  c o u n t r y - - m a i n t a i n  and  d e v e l o p .  

T h e y  a r e  g i v e n  the a u t h o r i t y  to pay  o p e r a t i n g  d i f f e r e n t i a l  s u b s i d i e s ,  

w h i c h  i s  r e a l l y  a d i f f e r e n t i a l  p a y m e n t  to put  our  m e r c h a n t  m a r i n e ,  we 

hope ,  on a m o r e  n e a r l y  c o m p e t i t i v e  foo t ing  wi th  t y p i c a l  f o r e i g n  l i n e s .  

But they  do s u p p o r t  and  e n c o u r a g e .  Then  the C iv i l  A e r o n a u t i c s  B o a r d  

i s  g i v e n  the  p o s i t i v e  d i r e c t i o n  in  the  C iv i l  A e r o n a ~ t i c s  Act ,  now c a l l e d  

the  F e d e r a l  ~ v i a t i o n  P~ct of 1958, to d e v e l o p  a s u i t a b l e  a i r  t r a n s p o r t  

s y s t e m  and  to e n c o u r a g e  a e r o n a u t i c s .  

©ne of the th ings  tha t  i s  s p e c i f i c a l l y  i n v o l v e d  i s  tha t  in the c a l -  

c u l a t i o n  of the a i r m a i l  pay  to be g i v e n  p a r t i c u l a r  c a r r i e r s  t hey  a r e  to 

take  a c c o u n t  of the c a r r i e r s '  n e e d s  for  m a i l  pay in a d d i t i o n  to a l l  o t h e r  
and  e f f i c i e n t  

r e v e n u e  s u c h  tha t  the c a r r i e r  u n d e r  h o n e s t ~  e c o n o m i ~ m a n a g e m e n t  

wi l l  be ab le  to d e v e l o p  a long  the  l i n e s  w h i c h  a r e  Zelt a p p r o p r i a t e .  In 

o t h e r  w o r d s ,  the m a i l  pay  is  to be a d j u s t e d  so tha t  t h e r e  is  e n o u g h  

p r o f i t  in  a i r  t r a n s p o r t a t i o n  to d e v e l o p  i t  as  we s e e  f i t .  

B u t  we have  t h r e e  d i f f e r e n t  s e t s  of s t a n d a r d s  h e r e  t h e n - - t h e  

ICC, reg~ulating m a n y  c a r r i e r s ,  s u p p o s e d  to j u s t  s e e  tha t  the i n h e r e n t  

e c o n o m i c  a d v a n t a g e s  a r e  r e c o g n i z e d ; t h e  M a r i t i m e  B o a r d  to ld  to e n c o u r -  

age  and  d e v e l o p ;  the C iv i l  A e r o n a u t i c s  B o a r d  r e q u i r e d  to e n c o u r a g e  

an d  d e v e l o p .  

I t h ink  we n e e d  a s i n g l e  s t a t e m e n t  of n a t i o n a l  t r a n s p o r t a t i o n  

po l i cy ,  and  tha t  we n e e d  a c h a n g e  in  our  o r g a n i z a t i o n a l  s t r u c t u r e  to 

a s s u r e  c o o r d i n a t i o n  of p o l i c y  and  c o n s i s t e n c y  b e t w e e n  p r o m o t i o n  and 

r e g u l a t i o n .  
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I ' ve  t a k e n  m u c h  too long .  I ' d  l ike  to take  j u s t  one m o r e  m i n u t e  

and  h i g h l i g h t  s o m e  of the t o p i c s  tha t  we have  t o u c h e d  on.  

T r a n s p o r t a t i o n  i s  one of the e s s e n t i a l  e l e m e n t s  in  o u r  e c o n o m y ,  

and  I t h ink  i s  an  i m p o r t a n t  f a c t o r  in  m a k i n g  p o s s i b l e  ou r  h igh  s t a n d a r d  

of l i v i n g .  

Second ,  new e q u i p m e n t  and  t r a n s p o r t a t i o n  c o o r d i n a t i o n  o f f e r  

p r o s p e c t s  fo r  s t i l l  b e t t e r  s e r v i c e  in  the f u t u r e .  

T h i r d ,  our  c i v i l i a n  t r a n s p o r t  c a p a b i l i t i e s  g e n e r a l l y  e x c e e d  ou r  

m i l i t a r y  r e q u i r e m e n t s  a t  p r e s e n t .  

F o u r t h ,  in  f u t u r e  e m e r g e n c i e s  we m a y  face  a s e r i o u s  t r a n s p o r -  

t a t i o n  s h o r t a g e  u n l e s s  ou r  r a i l r o a d s  can  be r e s t o r e d  to o p e r a t i n g  h e a l t h .  

F i f th ,  m i l i t a r y  t r a n s p o r t a t i o n  m a n a g e m e n t  a t  horn e and  abc '~ad 

n e e d s  to be  i m p r o v e d .  

Six th ,  we don ' t  know the t o t a l  r e q u i r e m e n t s  fo r  t r a n s p o r t a t i o n  

in  ou r  e c o n o m y  in  a n  e m e r g e n c y .  We m a y  face  s e r i o u s  s h o r t a g e s  as  

a r e s u l t  of not  knowing  wha t  o u r  r e q u i r e m e n t s  a r e .  

Seven th ,  i t ' s  e s s e n t i a l  t ha t  we g ive  the Of f ice  of C i v i l i a n  and  

D e f e n s e  Ik~obil izat ion a l l  p o s s i b l e  he lp  in  i t s  job of d e t e r m i n i n g  r e q u i r e -  
and  

ments/~in e s t a b l i s h i n g  at.: e f f e c t i v e  e m e r g e n c y  t r a n s p o r t a t i o n  c o n t r o l  

o r g a n i z a t i o n .  

E i g h t h ,  the  ] ? e d e r a l  o r g a n i z a t i o n  fo r  h a n d l i n g  t r a n s p o r t a t i o n  p r o b -  

l e m s  i s  u n s a t i s f a c t o r y ,  b e c a u s e  of p o l i c y  d i f f e r e n c e s  and  l a c k  of c o o r d i -  

na t i on ;  and  b a s i c  c h a n g e s  w i l l  be n e c e s s a r y  to c o r r e c t  t h e s e  d e f i c i e n c i e s .  

I don ' t  wan t  to s e e m  g l o o m y .  T h e r e  a r e  p l e n t y  of p r o b l e m s  h e r e .  

f l o w e r e t ,  I t h ink  p r o g r e s s  i s  b e i n g  m a d e  on a l m o s t  a l l  of t h e m .  The  
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d i f f i c u l t y  i s ,  we n e e d  s t i l l  m o r e  p r o g r e s s .  

w h e r e v e r  you have  the o p p o r t u n i t y .  

C A P T .  SN: ITi-i: G e n t l e m e n ,  

q u e s t i o n s .  

,:~U~ S TION: 

I hope you will lend a hand 

It will be needed and appreciated. 

Mr. Germane is ready for your 

If I i n t e r p r e t  y o u r  r e m a r k s  c o r r e c t l y ,  you  th ink  we 

a r e  in p r e t t y  b a d  s h a p e  in  c e r t a i n  a r e a s .  Do you  th ink  t h e r e  i s  e v e r  

a n y  c h a n c e  p o l i t i c a l l y  to ge t  t h e s e  t h i n g s  s t r a i g h t e n e d  out, o r  i s  i t  too 

i n v o l v e d  in  p o l i t i c s  r e g i o n w i s e  ? 

~ R .  GF~RIv:_AN~: I a m  p e r h a p s  a c o n f i r m e d  o p t i m i s t ,  bu t  I r e a l l y  

t h ink  t h e r e  i s  a c h a n c e  of g e t t i n g  th ings  s t r a i g h t e n e d  out .  T h e r e  a r e  a 

n u m b e r  of o r g a n i z a t i o n s  w o r k i n g  h a r d  on i t  r i g h t  now.  

The U n i t e d  S t a t e s  C h a m b e r  of C o m m e r c e  C o m m i t t e e  on T r a n s -  

p o r t a t i o n  and C o m m u n i c a t i o n s  P o l i c y  i s  i n t e r e s t e d  in  the  a r e a .  The 

T r a n s p o r t a t i o n  A s s o c i a t i o n  of A m e r i c a  h a s  b e e n  w o r k i n g  o v e r  a n u m b e r  

o f  y e a r s  on p o l i c y  i s s u e s .  The o r g a n i z a t i o n  of the  G o v e r n m e n t  i s  one 

on w h i c h  t h e y  have  no t  y e t  t a k e n  a s t and ,  bu t  t h e y  have  an  i n t e r e s t  and  

a s m o O t h - w o r k i n g  o r g a n i z a t i o n  to r e v i e w  t h a t  mat te r : :  i f  t h e y  th ink  

t h e r e  i s  any  p r o s p e c t  of g e t t i n g  a c t i o n .  Then ,  a s  you know, the D e p a r t -  

m e n t  of C o m m e r c e  of the F e d e r a l  G o v e r n m e n t  h a s  a s e r i e s  of i n v e s t i -  

g a t i o n s  r e l a t i n g  to t r a n s p o r t a t i o n  p o l i c y  u n d e r  way;  and i t ' s  qu i te  p o s s i b l e  

t ha t  G o v e r n m e n t  o r g a n i z a t i o n  w i l l  be one of the  t o p i c s  t ha t  w i l l  be t ouc h e d  

on. In a d d i t i o n  to th i s ,  the Sena te  C o m m i t t e e  on I n t e r s t a t e  and  F o r e i g n  

C o m m e r c e  h a s  a s p e c i a l  t a s k  f o r c e  and  s ta f f ,  u n d e r  the  d i r e c t i o n  of 

h/ .a jor  C e n e r a l  Doyle ,  f o r m e r l y  L i r e c t o r  of T r a n s p o r t a t i o n ,  i - i e a d q u a r t e r s ,  
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U . S .  A i r  F o r c e ;  and  t hey  a r e  l o o k i n g  a t  a l l  m a n n e r  of pub l i c  p o l i c y  

i s s u e s ;  a n d  I know s p e c i f i c a l l y  tha t  the  o r g a n i z a t i o n  of the G o v e r n m e n t  

i s  one of the  a r e a s  in w h i c h  t h e y  a r e  p a r t i c u l a r l y  i n t e r e s t e d .  

So i t  s e e m s  to m e  tha t  t h e r e  a r e  m o r e  p o w e r f u l  o r g a n i z a t i o n s  

i n t e r e s t e d  in th i s  a r e a  t h a n  have  b e e n  a c t i v e  fo r  a d e c a d e .  I t  i s  qu i te  

p o s s i b l e ,  i t  s e e m s  to m e ,  t ha t  we w i l l  s e e  s o m e  p r o g r e s s .  F~owever,  

I a m  i m p r e s s e d  w i th  the f a c t  t ha t  in  o r d e r  to a c h i e v e  p r o g r e s s  in  p u b l i c  

p o l i c y ,  a t  l e a s t  in  t r a n s p o r t a t i o n ,  and ,  I th ink ,  in  g e n e r a l ,  you  m u s t  

m a k e  i t  in  a s e r i e s  of i n d i v i d u a l  s t e p s ,  the s m a l l e r  the b e t t e r .  If you  t r y  

to put  in  an  o m n i b u s  b i l l ,  a n y b o d y  tha t  i s  o p p o s e d  to a n y  p a r t  of the  b i l l  

h a s  to o b j e c t  to the  who le  th ing ;  and  as  a r e s u l t  not  m u c h  is  a c c o m p l i s h e d .  

~ :oweve r ,  I t h ink  tha t  i f  a s e r i e s  of i n d i v i d u a l  b i l l s  a r e  i n t r o d u c e d ,  we 

m i g h t  v e r y  w e l l  s e e  s o m e  p r o g r e s s  in  t h i s  a r e a .  

I b e l i e v e  tha t  m a n y  of the  r e g u l a t o r y  a g e n c i e s  t h e m s e l v e s  f e e l  

t ha t  t h e r e  s h o u l d  be a c l a r i f i c a t i o n  and  i m p r o v e m e n t  of o u r  p o l i c y .  You 

w i l l  r e c a l l  tha t  a r e c e n t l y  r e s i g n e d  m e m b e r  of the  C i v i l  A e r o n a u t i c s  
d e e p  

~ o a r d  took  the h ide  off an  i n c h / i n  c o n n e c t i o n  w i t h  h i s  o r g a n i z a t i o n ,  wh i l e  

one  of the  m e m b e r s  of the  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  has  c a l l e d  

f o r  a r e o r g a n i z a t i o n  of t h e i r  a c t i v i t y ,  and  so  on.  

V~Vith a l l  of th i s  i n t e r e s t  a t  v e r y  h igh  l e v e l s  of the G o v e r n m e n t ,  

I j u s t  c a n ' t  he lp  but  f e e l  tha t  we m i g h t  ge t  s o m e  a c t i o n .  

b a r g e  l i n e s  a n d  
C Uf;~STI©N: V~e s e e  tha t  the S o u t h e r n  P a c i f i c  h a s  ~ tha t  

they  a r e n O w  in c o o r d i n a t i o n  wi th  the  I l l i n o i s  C e n t r a l  in  t h e i r  u s e  of the  

John  i : layes  .~a rge  L i n e s .  Do you  s e e  fo r  the f u t u r e  a g r e a t  a m a l g a m a t i o n  
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a n d  m e r g e r s  of r a i l r o a d s  and  g r e a t  i n d u s t r i a l  t r a n s p o r t a t i o n  s y s t e m s  

tha t  have  to c o m p e t e  in  the t r a n s p o r t a t i o n  f i e l d  ? 

~:i=~. ~ l ~ . ~ ± ~ . ~ :  I t h i n k  t h e r e  i s  a n a t u r a l  t e n d e n c y  in  t ha t  

d i r e c t i o n .  H o w e v e r ,  t h e r e  i s  a v e r y  s t r o n g  r e s i s t a n c e  to the  i d e a  by  

the  c a r r i e r s  t h a t  a r e  s m a l l e r ,  b e c a u s e  t h e y  f e e l  t ha t  t h e y  would  be l e f t  
c o m p a r a t i v e  

in  a v e r y  d a n g e r o u s  and  d i f f i cu l t  ~ m ~ t k ~ x K  s i t u a t i o n .  

i l o w e v e r ,  i t  s e e m s  to m e  tha t  the  p r e s s u r e  of e v e n t s  i s  v e r y  

h e a v i l y  in  the a r e a  of i n c r e a s e d  c o o r d i n a t i o n  of t r a n s p o r t a t i o n .  W h e t h e r  

i t ' s  go ing  to be as  a r e s u l t  of i n t e g r a t i o n  in to  the s i n g l e  d e p a r t m e n t  s t o r e  

type  of t r a n s p o r t a t i o n  c o m p a n y ,  o r  s i m p l y  i m p r o v e d  c o o r d i n a t i o n  in  

w o r k i n g  a r r a n g e m e n t s ,  a s  in  the s k y  t r u c k  s e r v i c e  b e t w e e n  N o r t h w e s t  
c o n t a i n e r  

A i r w a y s  and  v a r i o u s  t r u c k  l i n e s ,  o r  in the amm~mmr s e r v i c e  b e t w e e n ,  s a y ,  

r a i l ,  t r u c k ,  and  w a t e r  c a r r i e r s ,  I don ' t  know.  

One of the t h i n g s  t ha t  p r o v i d e s  t h i s  i m p e t u s  to i n c r e a s e d  c o o r d i -  

n a t i o n  and  i n t e g r a t i o n  and  c o n s o l i d a t i o n ~ h o w e v e r  a c h i e v e ~ i s  the f ac t  t h a t  

t r a n s p o r t a t i o n  r a t e s  to a c o n s i d e r a b l e  ex t en t ,  a l t h o u g h  t h e y  have  

gone up,  have  not  gone up as  f a s t  as  our  g r o s s  n a t i o n a l  p r o d u c t ;  and,  in  

c o n s e q u e n c e ,  t r a n s p o r t a t i o n  i s  r e l a t i v e l y  c h e a p  c o m p a r e d  to the  c o s t  of 

the  p r o d u c t  w h i c h  i s  b e i n g  m o v e d .  U n d e r  t h e s e  c i r c u m s t a n c e s ,  o v e r  a 

p e r i o d  of t i m e  t h i s  m e a n s  t ha t  t r a n s p o r t a t i o n  b e c o m e s  a s m a l l e r  and  

s m a l l e r  p e r c e n t a g e  of the  t o t a l  d e l i v e r e d  c o s t  or  v a l u e  of the p r o d u c t ;  

and  t h e r e f o r e  tha t  t h e y  can  a f f o r d  to : sh ip  f u r t h e r  fo r  the  s a m e  p e r c e n t a g e  

of the  p r o d u c t  v a l u e .  Or ,  pu t t i ng  i t  d i f f e r e n t l y ,  the t r a n s p o r t a t i o n  

b e c o m e s  m o r e  a t t r a c t i v e  t han  w a r e h o u s i n g  in  b r a n c h  d i s t r i b u t i o n  s y s t e m s .  
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Under these circumstances, then, if you can ship further for i0 

percent of the delivered value of your product now than you could in 

1950 as compared to previous years, then what we have is a demand or 

desire or economic incentive on the part of the shipper to use more trans- 

portation to expand his marketing territory at the expense of perhaps 

his competitors and certainly at the expense of as much warehousing as 

he has done in the past. 

V:/ith th i s  
A ~ u c r e a s e d  d e m a n d  on the p a r t  of the  s h i p p e r  for  l o n g e r  h a u l s ,  

and  w i t h  h i s  t e n d i n g  to a b a n d o n  b r a n c h  w a r e h o u s i n g  and  u s e  m o r e  s c h e d -  

u l e d  o r  p r e m i u m  t r a n s p o r t a t i o n ,  ~ you ge t  on the  one hand  a 

n e e d  fo r  the  t r a n s p o r t a t i o n  c o m p a n y  to be  ab le  to c o o r d i n a t e  e f f i c i e n t l y  

fo r  l o n g e r  m o v e s ,  w h i c h  w i l l  be  an i m p e t u s  t o w a r d  c o o r d i n a t i o n  and  

i n t e g r a t i o n ;  and,  on the  o t h e r  hand,  a n e e d  to m a k e  t h o s e  m o v e s  m o r e  

d e p e n d a b l e  by p r o v i d i n g  a h i g h e r  p r o p o r t i o n  of s c h e d u l e d  s e r v i c e ,  by 

r u n n i n g  s c h e d u l e s  on s c h e d u l e ,  and  so  on.  

T h e s e  th ings ,  i t  s e e m s  to m e ,  a l l  m e a n  tha t  as  a r e s u l t  of t r a n s -  

p o r t a t i o n  r e m a i n i n g  r e l a t i v e l y  c h e a p  c o m p a r e d  to the m a n u f a c t u r e d  p r o d -  

uct, we have an economic incentive, 

but steady pressure over the years, 

not tremendous in any one year 

to increase the length of haul, and 

t h e r e f o r e  to i n c r e a s e  the p r e s s u r e  fo r  c o o r d i n a t i o n  a m o n g  t r a n s p o r t a -  

t ion  o r g a n i z a t i o n s ,  c o n s o l i d a t i o n ,  i n t e g r a t i o n ,  h o w e v e r  i t  i s  a c h i e v e d ;  

an d  to u s e  t r a n s p o r t a t i o n  i n s t e a d  of so  m u c h  b r a n c h  w a r e h o u s i n g .  

It j u s t  s e e m s  to m e  tha t  w h e n  you have  a s t e a d y ,  c o n t i n u i n g  e c o n -  

o m i c  p r e s s u r e ,  the p o l i t i c a l  f a c t s  of l i fe  fa l l  in l ine  s o o n e r  o r  l a t e r ;  m a y b e  
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no t  th i s  week ,  m a y b e  no t  th i s  y e a r .  But  I th ink  t h e r e  w i l l  be  a g e n e r a l  

i n c r e a s e  in  the  a m o u n t  of t r a n s p o r t a t i o n  c o o r d i n a t i o n ;  and  tha t  to a 

c e r t a i n  e x t e n t  you wi l l  s e e  m o r e  c o n s o l i d a t i o n s  o r  i n t e g r a t i o n s  wi th in  

m o d e s  of t r a n s p o r t a t i o n  and  s o m e  i n c r e a s e  in i t  a m o n g  m o d e s  of t r a n s -  

p o r t a t i o n .  

~uU~STION. The  a i r c r a f t  i n d u s t r y  is  a l m o s t  dy ing  on the v i n e .  

V/hat i s  b e i n g  done wi th in  the  D e p a r t m e n t  of ]5efense  to buy j e t - t y p e  

t r a n s p o r t  and  t u r b o  p r o p  t r a n s p o r t  to m o d e r n i z e  our  a i r l i f t  p i c t u r e  ? 

~,~:R. GE~h: :AN~:  V~ell, t h e r e  i s  an e f f o r t  b e i n g  m a d e ,  but  not  

h i g h l y  s u c c e s s f u l  at  the  m o m e n t .  As  you know,  one of the  d i f f i c u l t i e s  

in  the  p a s t  has  b e e n  tha t  the c o m m e r c i a l  a i r l i n e s  have  f e l t  tha t  the 

1Vi:ilitary A i r  T r a n s p o r t  S e r v i c e  had  a v e s t e d  i n t e r e s t  in u s i n g  i t s  own 

f a c i l i t i e s  and  b u i l d i n g  up i t s  own e q u i p m e n t  f l e e t  at  the e x p e n s e  of the 

c o m m e r c i a l  c a r r i e r s .  As a c o n s e q u e n c e ,  b e c a u s e  of the b e l i e v e d  

p o l i c y  of },{AT S, the  c o m m e r c i a l  c a r r i e r s  have  in g e n e r a l  o p p o s e d  the 
f l e e t  

e x p a n s i o n  or the m o d e r n i z a t i o n  of the  I ~ A T S ] i n  any  a r e a  w h e r e  i t  l ooks  

as  if  i t  r e l a t e d  p r i m a r i l y  to p a s s e n g e r  t r a f f i c .  

At the p r e s e n t  t i m e  t h e r e  i s  a r e p o r t  on the  ]~.~ilitaryAir T r a n s -  

p o r t  S e r v i c e  and  i t s  p r o p o s e d  r e o r i e n t a t i o n ,  wi th  a p p r o v e d  c o u r s e s  of 

ac t ion ,  a d o p t e d  by the P r e s i d e n t ,  w h i c h  i s  to be a n n o u n c e d  at  a p r e s s  

c o n f e r e n c e  t o m o r r o w ;  and  I t h ink  th is  w i l l  do m u c h  to change  the a t t i t ude  

of the c o m m e r c i a l  a i r l i n e s  and  to i n c r e a s e  the p r o s p e c t  tha t  the M i l i t a r y  

A i r  T r a n s p o r t  S e r v i c e  w i l l  ge t  m o d e r n  t u r b o - f a n  c a r g o  a i r c r a f t  w i th  

l o n g - r a n g e  and  h igh  c a p a b i l i t y  in the y e a r s  a h e a d .  
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In add i t ion ,  t h e r e  i s  l e g i s l a t i o n  b e i n g  p r o p o s e d  w h i c h  would  g u a r -  

a n t e e  l o a n s  to v a r i o u s  a i r l i n e s  if  t h e y  p u r c h a s e  ~ a i r c r a f t  w i th  the  r e q u i r e -  

m e n t s  s t a t e d  by the F e d e r a l  A v i a t i o n  A d m i n i s t r a t o r  and  the D e p a r t m e n t  

of  D e f e n s e .  If th i s  g u a r a n t e e d  loan  l e g i s l a t i o n  g o e s  t h r o u g h ,  then  m a n y  

of ou r  l a r g e  c e r t i f i c a t e d  a i r l i n e s  w i l l  f e e l  tha t  t h e y  can a f f o r d  to go out 

and  buy t h e s e  t w i n - t a i l  t u r b o - f a n  j~et c a r g o  t r a n s p o r t s  tha t  a r e  now on 

the d r a w i n g  b o a r d  o r  b e i n g  m a n u f a c t u r e d .  

So, b e c a u s e  of the l e g i s l a t i o n  in  p r o s p e c t  and  the  IV:,~TS r e p o r t  

w h i c h  wi l l  be a n n o u n c e d  t o m o r r o w ,  I ti~ink t h e r e  a r e  good  p r o s p e c t s  tha t  

the  c o m m e r c i a l  c a r r i e r s  of t h i s  c o u n t r y  and  the l~Ali tary A i r  T r a n s p o r t  

S e r v i c e  in  the n e x t  few y e a r s  w i l l  ge t  m o d e r n ,  h i g h - s p e e d ,  l o n g - r a n g e  

c a r g o  a i r c r a f t .  

Q UF, STICN: With  r e g a r d  to the r a i l r o a d s ,  wi l l  you g ive  us  

s o m e  e x a m p l e s  of the l o w - v a l u e  c o m m o d i t i e s  tha t  t h e y  have  had  to haul :?  

And  why d o e s n ' t  the  G o v e r n m e n t  s h a r e  t h e m  wi th  the t r u c k  c o m p a n i e s  

in  the  r e g u l a t o r y  s e n s e ?  

l o w - r a t e d  c o m m o d i t i e s .  

The  r a i l r o a d s  a r e  not  c o m p e l l e d  to hau l  t h e s e  

T h e y  have  h a u l e d  t h e m  in the p a s t  b e c a u s e  t h e y  

fe l t  that  t h e y  c o n t r i b u t e d  s o m e t h i n g  to the o v e r h e a d  and  tha t  t h e r e f o r e  

i t  w as  b e t t e r  to hau l  t h e s e  c o m m o d i t i e s .  C a r s  w e r e  go ing  by  e m p t y  
the  

anyway ,  l e t ' s  s ay .  It was  A l i g h t - t r a f f i c  d i r e c t i o n .  ~¥hy not  bu i ld  up 

that  t r a f f i c  e v e n  though  i t  d i d n ' t  c o v e r  ful l  cos t ,  b e c a u s e  you cou ld  

d e m o n s t r a t e  tha t  t h e y  w e r e  f i n a n c i a l l y  b e t t e r  off to t ake  that  t r a f f i c  than 

to l e a v e  i t .  
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The d i f f i c u l t y  i s  tha t ,  as  the  y e a r s  r o l l  by. the e q u i p m e n t  tha t  

i s  d e v o t e d  to th i s  p a r t i c u l a r  t r a f f i c  w e a r s  out, and  the r e v e n u e  f r o m  tha t  

t r a f f i c  has  not  p r o v i d e d  you wi th  the funds  to r e p l a c e  the  e q u i p m e n t .  F o r  

e x a m p l e ,  l e t ' s  look  at  coa l  or  g r a v e l  o r  m o s t  any  of t h e s e  b a s i c  r a w  

m a t e r i a l s  w h i c h  m o v e  by r a i l .  In m a n y  c a s e s  you have  a r e d u c e d  r a t e  

b e c a u s e  the c a r g o  is  m o v i n g  in the l i g h t - t r a f f i c  d i r e c t i o n .  But what  

h a p p e n s  when  you put  in  that  r e d u c e d  r a t e  if  the  b u s i n e s s  d e v e l o p s  to 

the  po in t  w h e r e  you have  to add  e x t r a  c a r s  to y o u r  t r a in ,  and  tha t  r e q u i r e s  

an a d d i t i o n a l  d i e s e l  un i t  to h e a d  in to  the t r a i n ?  The t r a f f i c  d e p a r t m e n t  

j u s t  s e e s  tha t  t h e y  a r e  do ing  a f ine  job on s e l l i n g  the  t r a f f i c ,  the o p e r a t i n g  

d e p a r t m e n t  is  p l e a s e d  b e c a u s e  b u s i n e s s  i s  b e t t e r  and  t h e y  have  m o r e  un i t s  

o p e r a t i n g ;  bu t  the  r e v e n u e  f r o m  th is  a d d i t i o n a l  t r a f f i c  i s n ' t  go ing  to pay  

fo r  the  p u r c h a s e  of tha t  new  d i e s e l  l o c o m o t i v e .  

Ik~any t i m e s  i t ' s  v e r y  d i f f i cu l t  to p in  down w h e r e  i t  is  t ha t  t h i s  

a d d i t i o n a l  b e l o w - f u l l - c o s t  t r a f f i c  r e a l l y  b e c o m e s  a h a n d i c a p .  If the 

t r a i n s  b e c o m e  l o n g e r  as  a r e s u l t  of th i s  b e l o w - f u l l - c o s t  t r a f f i c  and  you 

have  to i n c r e a s e  the  l e n g t h  o£ a s id ing ,  I d o n ' t  th ink  t h e r e  a r e  v e r y  m a n y  

r a i l r o a d s  w h e r e  anybody  g o e s  out and  s a y s :  " W h y i s  i t  w e ' r e  h a v i n g  to 

c h a n g e  
i n c r e a s e  the  l e n g t h  of t h e s e  s i d i n g s  ? W o u l d n ' t  i t  be  b e t t e r  to ~ e  

the r a t e s  and  d rop  off s o m e  of tha t  t r a f f i c ? "  And  so  on.  

The  b a s i c  p r o b l e m ,  I a m  s u r e ,  i s  one of p e r s p e c t i v e ;  tha t  

a t  a n y  p a r t i c u l a r  t i m e  you can  m a d e  a s tudy  and  you can p r o v e  that  you 

a r e  b e t t e r  off to k e e p  tha t  t r a f f i c  th i s  y e a r  than  to a b a n d o n  i t .  But t w e n t y  

y e a r s  f r o m  now w h e r e  a r e  y o u ?  
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Well ,  y o u ' r e  go ing  to be r e t i r e d  t w e n t y  y e a r s  f r o m  now.  So why 

the h e l l  s h o u l d  you go out and  r a i s e  h e l l  and  ge t  a lo t  of i m p o r t a n t  s h i p p e r s  

m a d  at  you and c o m p l a i n i n g  to the  p r e s i d e n t  of the c o m p a n y  about  the  way  

y o u ' r e  r u n n i n g  the  t r a f f i c  d e p a r t m e n t ,  t ake  the  t i m e  of y o u r  p e o p l e  to 

m a k e  s p e c i a l  s t u d i e s  on th i s  a r e a  when  they  r e a l l y  ought  to be out  m a k i n g  

s t u d i e s  on how to b r i n g  in  m o r e  p r o f i t a b l e  t raf f ic .?  W h y  go to a l l  th i s  

t r o u b l e  o v e r  c a r g o  tha t  d o e s n ' t  c o v e r  i t s  fu l l  c o s t ?  

T h e r e  a r e  m a n y  p e r s o n a l  and  e c o n o m i c  r e a s o n s  why  th is  h a p p e n s .  

H o w e v e r ,  the m a j o r  r a i l r o a d s  have  c o m e  to r e a l i z e  tha t  t h e s e  l o n g - r u n  

p r o b l e m s  have  to be f a c e d  up to in  the  s h o r t  r un  o r  t hey  ju s t  n e v e r  ge t  

t a k e n  c a r e  of; and  m a n y  of the r a i l r o a d  m a n a g e m e n t s  a r e  l ook ing  in  t h i s  

d i r e  c t ion .  

Th i s  i s  one of the  f a c t o r s  tha t  is  i n v o l v e d  when  you ge t  a s i t u a t i o n  
p l u s h  

in  w h i c h  the ~ s i d e  of y o u r  r e v e n u e  s c a l e  i s  b e i n g  c u r t a i l e d  by c o m p e -  

t ion ,  but  t h e r e ' s  nobody  t ak ing  the  l o w - r e v e n u e  s i d e  of the t r a f f i c  off 

y o u r  h a n d s .  I t h ink  that  as  the  r a i l r o a d s  ge t  t h e i r  r a t e s  m o r e  n e a r l y  

in  l ine  wi th  the c o s t  of s e r v i c e ,  th i s  c o n d i t i o n  w i l l  be  m i n i m i z e d .  

C A P T .  S~iITIi :  M r .  G e r m a n e ,  we have  a d d i t i o n a l  q u e s t i o n s ,  

bu t  t i m e  is  go ing  to r e q u i r e  tha t  we cut  t h e m  off. C:n b e h a l f  of the C o m -  

m a n d a n t ,  the facu l ty ,  and  the s t u d e n t s ,  I wan t  to thank  you v e r y  m u c h  fo r  

c o m i n g  down h e r e  and  g i v i n g  us  t h i s  v e r y  e x c e l l e n t  p r e s e n t a t i o n  on our  

t r a n s p o r t a t i o n  s y s t e m s .  
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