
l.E.July 23. 1965 

~'-JS /11✓ 
:MEMORANDUM FOR LEE WHITE {N'.-
FROM: Dill Moyora 

Special Asoistant 
to tho President 

SU:C.JECT: Meeting regarding 1966 Lccialative Program 
in the area of Transportation 

I would appreciate your attendance a.t a meeting to bo held 
in 1ny office at 6:00 p. m. on July 29. 1965, on the above 
subject. We will be meeting with others concerned with tho 
same subject, largely from inside Government. 

Our objective will be to identify and lay plans for the careful 
development and review of potcntial lcgislativo proposals to 
the E:ccond session of the 89th Congress in the field of 
tr~ncportation. These special arranicmcnts are intended 
to ::;upplement and support, not replace or undercut, the 
e:tisting procedures and instructions £or the development 
and &ubmission of legislative ·propoaals through more 
normal channels. 

I will have some specific suggestions that will need to be 
s~ffcd out and aome others for discussion. It will be helpful 
if you can organize your own suggestions for f ruit!ul areas of 
e,-.-ploration so that we can discuss them at the meeting. 

Our broad objective, of course, is a 1966 Legislative Progr~m 
which will be as appealing as was this year's, as thoroughly 
related to our national well-being and to the objectives of the 
Circat Society, and as practical of achievement. 

I will look forward to meeting with you. 
• V 1/'· ....-- i../ 

Identical memos to: Ala~ Boy,9< Commerce; Weaver, llliF A; 
CEA, OS~ & Budget 
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August 3, 1965 

EMO FOR Lee White 

This will confirm that the m eting on 
Transportation scheduled for 8:30 a. m., 
August 3, 1965 has been rescheduled for 
8:30 a. m., August 6, 1965. 

Joseph A. Califano, Jr. 

( 
J 

• 
, 

I.,• 

' 
• • 

''· 

0 



- - -

1July 29. 1965 

MEMO FOR Alan S.~ ~oyd 

.., 
Thi• will confirm that the meetin1 on 
Tran•portation acheduled for 6:00 thla eyen­
ln1 by BW Moyer•' memorandum of July 23 
baa been reacheduled for 8:30 a.m., Tue ■day, 
Augu■ t 3, 1965. 

Joaeph A. CalUano, Jr. 
Spectal A■ alatant,to the Prealdent 

JACJr/pw/Jul 29 65 

Identical Memo to: 
Lee White 
John Con nor 
Robert Weaver 
Gardner Ackley 
Donald Hornig
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MEMORANDUM FOR LEE WHITE 
?fi //"'1 

FROM: Bill Moyerl}.. ... fG 11·9 
Special AsJgW~t f tF 11--I 
to the President 

/1{!;, 
SUBJECT: Meeting regarding 1966 Legisl_~tive Program 

in the area of Transportation 

I would appreciate your attendance at a meeting to be held 
in my office at 6:00 p. m. on July 29, 1965, on the above 
subject. We will be meeting with others concerned with the 
same subject, largely from inside Government. 

Our objective will be to identify and lay plans for the careful 
development and review of potential legislative proposals to 
the second session of the 89th Congress in the field of_ 
transportation. These special arrangements are intended 
to supplement and support, not replace or undercut, the 
existing procedures and instructions for the development 
and submission of legislative proposals through more 
normal channels. 

I will have some specific suggestions that will need to be 
staffed out and some others for discussion. It will be helpful 
if you can organize -your own suggestions for fruitful areas of 
exploration so that we can discuss them at the meeting. 

Our broad objective, • of course, is a 1966 Legisla~ve Program 
which will be as appealing as was this year' a, as thoroughly 
related to our national well-being and to the objectives of the 
Great Society, and as practical of achievement. 

I will look forward to meeting with you. 
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The President I~ 2,~-1 

The White House .::;q-1.1/ 
Washington, D. C. =,~1.1~

-16 ~,, . . 
Dear Mr. President: ~..,d ~-?'I., (~1/•,.;:f.,..~c,;t✓ ~(.~ ,:.., 

F G '997-1.s 
Transportation programs within the Federal Government offer a complex 
array of issues and administrative problems. In spite of an historic 
search for a rational organization to deal with these matters, compre­
hensive transportation policy formulation has continuously eluded us. 

The most notable effort to achieve an administrative system of overall 
transport policy coordination was the implementation of the recommenda­
tions of the firs~Hoover Commission of 1949. As a result, the three 
major transport p'fomotional programs in the Federal Government dealing 
with highways, aviation, and merchant marine were placed in the 
Department of Commerce. At the same time the position t,f Under Secretary 
for Transportation was created in the Department of Commc:::rce and was 
given the responsibility not only to supervise the administration of the 
three promotional programs but to develop overall transportation policy •. 

.... 
Despite the implementation of the Hoover Commission·recommeJ'\.dations, 
important issues of transportation policy have not received coordin&ed 
attention at the highest levels of Government. 

New program emphasis led to the creation of a Federal Aviation Agency 
outside the Department of Commerce. The inception of a program to assist 
urban mass transportation h::is led to an increasing transportation function 
in the Housing and Home Finance Agency. Corps of Engineers continues 
to exert an important influence on transportation through its rivers and 
harbors program, and the Department of Defense, as the largest Federal 
user of transportation, has a vast influence on aviation, the merchant 
marine, and domestic surface transportation. The Deprtment of State, 
through its foreign policy responsibilities, influences the development 
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of international aviation and maritime transportation. In addition, the 
regulatory bodies have important responsibilities that are not sufficiently 
coordinated from a policy standpoint with the policies of the Executive 
Branch. ' 

The Department of Commerce is in a position to exercise leadership 
among transportation agencies, but it cannot exercise control, and in 
the absence of any control mechanism, much transportation policy is 
made piecemeal or, as is frequently the case, by default. 

Our goal is clear. The United States must have a national transportation 
system which assures the availability of the fast, safe and economical 
transportation services necessary to sustain a growing and changing 
economy. The system must be an optimum combination of all modes, taking 
maximum advantage of the inherent characteristics of each and capable of 
moving people and goods without waste or discrimination at the lowest cost 
consistent with health, convenience, national security and other broad 
public objectives. Furthermore, the transportation system must connect 
all parts of the United States and link our country with the rest of the world. 

In keeping with the underlying economic and political principles of our 
nation, the national transportation system should rely to the maximum 
extent possible, consistent with the public interest, on unsubsidized, 
privately-owned facilities operating under the incentives of private profit 
and the checks of competition rather than upon regulation. Where regulation 
is necessary, there should be maximum possible reliance on the establish­
ment of broad policy guidelines rather than detailed regulation, leaving the 
widest possible latitude for the exercise of judgment by private management. 

I am not at this time recommending any strictly organizational solution 
to enable us to reach our transportation goal -- either increasing the 
responsibilities of this Department, creation of a new Department af 
Transportation, or assignment of transportation agencies to several depart­
ments on the basis of program relationships with non-transportation 
functions. What is needed, however, and what I do recommend, is a more 
definitive coordinative process for transport policy formulation within the 
Executive Branch, comprising the leadership of the principal departments 
and agencies having transportation responsibilities. 
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To this end I propose the formation of a National Transportation Council 
within the Federal Government, consisting of the heads of the departments 
and agencies with major responsibility for transportation policy and 
administration. The Council would be the principal focal point for the 
consideration of transportation policy matters of national scope and 
importance and for the formulation of recommendations to you in this 
important area. The Council should consist of the designees of the 
Secretaries of State, Defense, and Housing and Urban Affairs, the 
Administrator of the Federal Aviation Agency, and the Chairmen of the 
Interstate Commerce Commission, the Civil Aeronautics Board, and the 
Federal Maritime Commission. The Under Secretary of Commerce for 
Transportation should serve as Chairman of the Council. Staff support 
would be furnished by the Department of Commerce. 

There are, of course, a number of other departments, independent agencies, 
and regulatory commissions that have an interest in particular aspects of 
overall transportation policies and programs. The Department of Agriculture, 
the Post Office Department, the Treasury Department, the Labor Department, 
National Aeronautics and Space Administration, General Services 
Administration, and the Federal Power Commission, to name a few of the 
more obvious ones. While their participation will be essential from time 
to time, I believe it would be better to limit the initial membership of the 
Council to those organizations which have broad policy responsibilities 
in transportation. There is also the consideration that the Council will 
undoubtedly function more smoothly with the smallest membership necessary. 
to insure that the necessary interests are represented. 

A Transportation Council to accomplish policy coordination is desirable 
because there is a lack of direct control in the office having the respon­
sibility for coordination and specific statutes set out diverse ·and sometimes 
conflicting mandates for the individual organizations involved. To this 
must be added a consideration of.the 15-year history during which the 
existing structure has not produced satisfactory results. For these reasons 
I feel that the establishment of a Transportation Council by Executive Order 
will demonstrate your interest and concern with the problems of Trans­
portation in the Great Society and emphasize your determination that our 
transportation system must keep pace with the rapidly advancing state of 
technology. At the same time it will help formalize both the mechanism 
for dealing with these problems within the Government and the relation-
ships among the agencies of Government having transportation responsibilities. 
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The formation of a transportation council at this time has the further 
advantage of providing us with a valuable element of flexibility. Hope­
fully it will prove to be the appropriate vehicle for resolving our diffi­
culties in the transportation policy area. If, on the other hand, it is 
not a completely adequate mechanism in itself, it will be an extremely 
useful transitional mechanisQ'l which will enable us to move smoothly to 
a more desirable organizational structure. 

I also propose that the Transportation Council assume the responsibilities 
of the Interagency Committee on-International Aviation Policy and that 
committee be dissolved. This will avoid any net increase in the present 
number of inter agency committees. 

A draft Executive Order implementing this suggestion is enclosed. 

Respectfully yours, 

~. -S',.,.._, 
John T. Connor 

Enclosure 



DRAFT 

EXECUTIVEORDER 

CREATIONOF A NATIONAL COUNCILTRANSPORTATION 

By the authority vested in me as President of the United States, I 

hereby authorize and direct the formation of a National Transportation 

Council. The Council shall consist of the following members: the Secretary 

of Defense, the Secretary of State, the Secretary of Housing and Urban 

Affairs, the Administrator of the Federal Aviation Agency, and the Chairmen 

of the Interstate Commerce Comnission, the Civil Aeronautics Board, and the 

Federal Maritime Commission. The Under Secretary of Conmerce for Trans­

portation shall be the Chairman of the Council. Members of the Council may 

delegate their participation to an official of their department or agency 

not lower in rank'tthan Assistant Secretary, Assistant Administrator, or 

appointed member of a regulatory agency. 

The Council will develop and propose to the President-~olicies and 

programs to assure the development of a healthy, balanced national trans­

portation system, identify majctr internatio~al transportation problems and 

develop solutions to them, and serve to coordinate Federal progr4ms<Cinvolving 

major interagency relationships. In carrying out these objectives, the 

Council may sponsor studies of major problems which it may identify, review 

overall budgetary and expenditure policies affecting transportation, develop 

common approaches to assessing programs and projects among the different 

transport modes, and provide for consultation with Congressional leadership, 

representatives of international bodies, State and local governments, and 
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transportation-related industries. 

The Council may consider matters that may be pending before a regulatory 

agency, but in such cases the hearing agency will be disassociated from the 

Council proceeding, and a notation to that effect shall be included in any 

written report or recommendation of the Council. 

Staff support, including the services of an Executive Secretary, shall 

be provided by the Department of Commerce. Other departments and agencies 

represented on the Council are authorized to supply personnel and services 

to supplement those provided by the Department of Commerce, and to assist 

in funding joint projects authorized by the Council or approved by the 

President within the authority of their respective appropriations, and 

in keeping with section 214 of the Act of May 3, 1945, 59 Stat. 134 

(31 u. s. c. 691). 

Upon the invitation of the Chairman or at the direction of the President, 

other Federal departments and agencies may participate in the activities 

of the Council when matters within the purview of such departments and 

agencies are involved. The Bureau of the Budget, the Council of Economic 

Advisers, and the Office of Emergency Planning are authorized to observe 

meetings of the Council and participate in its discussions and projects. 

Written reports shall be made to the President by the Chairman on 

all major policy recommendations of the Council. The Chairman shall 

submit an annual report to the President summarizing the Council's activities 
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during the year. This report shall also include a proposed program or 

agenda of activities anticipated for the subsequent year. Such report 

shall be submitted not later than November 15 of each year, covering the 

prior fiscal year. 

The Interagency Committee on International Aviation Policy is hereby 

abolished and its functions shall be assumed by the National Transportation 

Council. Other Executive orders providing for interagency transportation 

coordination shall be referred to the Council by the departments or agencies 

concerned for review-and recommendation to the President. 



EXECUTIVE OFFICE OF THE PRESIDENT Trv 
BUREAU OF THE BUDGET 

WASHINGTON, D.C. lO!IOS 

AUG 20 1965 

MEM:>RANDUMFOR MR. CALIFANO 

Subject: Transportation Organization 

Bureau staff have reviewed the memorandum sent to the President 
on June 30 by Mr. Halaby concerning transportation organization 
in the executive branch. Because of rapidly developing issues 
in the international air.transport area, we have not yet pre­
pared comments for the President on all of the points discussed 
in the Halaby letter. We expect to do so after further clarifi­
cation of some of' the international aviation issues. In the 
meantime, this memorandum outlines our current thinking on the 
problems raised in the memorandum to the President. 

Mr. Halaby' s letter highlights an important problem, the &-
fusion of trans s bilities amon Government 
Asencjeq, which was of great concern to two of the 19 
Presidential task forces -- the Task Force on Government 
Reorganization and the Task Force on Transportation. Both 
groups pointed out that transportation activities are widely 
dispersed among agencies, including the regulatory commissions. 
Policy making is consequently difficult and often ineffective. 

The Secretary of' Commerce and the Under Secretary for Trans­
portation have important transportation functions. The 
Secretary is the President's principal adviser on transportation 
policy. Because of' the existing statutory division of trans­
portation functions, however, the Department cannot exercise 
effective leadership in all Government transportation activities, 
not even in the policy area. To remedy this diffusion, both 
task forces recommended the creation of a Department of Trans­
;gortation. I am in agreement with the task forces and Mr. -
Halaby that this represents the best long-run solution to this 
organization problem. S,ince it may not be ex;pedignt at this 
time to take such a far-reaching step, the President maywish 
to consider certain tran51t1ona,l npy;_, that might facilitate 
ultimate creation of a new Department of Transportation and 
meanwhile produce better solutions for some current pressing 
problems. 

'r ~ <J17•1~ 
'f-C,11.. , 
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National Transportation Council 

We have serious reservations concerning Mr. Halaby's suggestion 
fhat the President establi~ a National Transportation Council or 
committee. We understand that Under Secretary Boyd ls already 
considering the formation of both a broadly based interagency 
transportation committee and a public advisory committee. Given 
the existing statutory diffusion of authority in the trans­
portation field, we doubt that meaningful agreement on sig­
nificant policies can be achieved by interagency consensus. 
More likely, any "policy" statements from such a group will b!:_ 
compromises stated in language geared to the roost acceptable 
common denominator.· 

If Mr. Boyd establishes such an interagency committee it should 
be only after careful consideration of such questions as: 

(1) What kinds of issues are to be considered by the 
group? 

(2) How is agreement to be reached -- majority vote, 
consensus? 

(3) Is the committee advisory to the Secretary of Com-
merce or to member agencies? 

If the committee is to be established we believe it is preferable 
that it serve in an advisory capacity to the Secretary. This 
would facilitate the President's reliance primarily on a single 
officer for policy views in the transportation area and enhance 
the role of the Secretary as the President's principal trans­
portation adviser. 

Although we have doubts concerning the efficacy of an interagency 
group with a broad general charter, there is a definite role for 
interagency consultat1ao and action with respect to certain spe­
cf1ic transportation function§ •. Enlarging the charter of the 
existing Interagency Committee on Transport Mergers, as dis-
cussed in the following section, would be preferable to establish­
ing a new woup with broad, and correspondingly vague, 
responsibility. 

Interagency Committee on Regulatory Policies 

Regulatory agencies generally and transportation regulatory agencies 
in particular take the position that policy can only be made on a 
case by case basis through formal proceedings. The Bureau of the 
Budget, other agencies'in the execut~ve branch and many experts, 



"' 
3 

in the transportation field at least, have long believed that ~Y 
should be the result of a continuing planning and review process 
based on general economic, political and other considerations re­
lated to national objectives. Certain Federal agencies, however, 
lend support to the ad ho~

4 

method of po1icy formulation by ~rt1ci­
pating in a wide variety of regulatory cases where their pe.rbch1al 
interests are involved; the Department of Defense, the Department 
of Agriculture, the General Services Administration, the Tennessee 
Valley Authority and the Atomic Energy Commission are among such 
agencies. 

A more effective approacj), consistent with executive leadership 
in the formulation of transportation policy, is exemplified~ the 
Interagency Committee on Transport Mergers established in 19 . 
This Committee, under the chairmanship of the Under Secretary for 
Transportation was charged with (a) developing criteria, relevant 
to the contemporary scene, for the evaluation of transport mergers 
proposed by carriers, and (b) evaluating individual merger pro­
posals and recommending an executive branch position to the 
Department of Justice for presentation in regulatory proceedings. 
Within the limits of its charter, this Committee has functioned 
well. I:ts effectiveness, however, has been circumscribed in two 
ways: ~, the Committee was restricted in the development of 
criteria to the framework of existing antitrust policy. We believe 
this framework badly needs review in the light of modern economic 
conditions. Second, the Committee's scope was limited to (a) 
intra-model mergers and (b) mergers proposed by carriers. It was 
thus estopped (a) from initiating proposals for merger that might 
be more in the public interest than those proposed by the carriers 
and (b) from preparing non-merger alternatives which might achieve 
all the good results predicted for mergers without the risk of side 
effects adverse to the public interest. The Bureau of the Budget 
believes that serious consideration should be given to lifting 
these limitations on the Committee's activities. 

The Bureau also looks favorably on further expanding the responsibi­
lities of the Committee to include re&1,1,Jatoz:y issues otherpolicy 
than those involving mergers. There is the same urgent need for 
development of coordinated executive branch positions on major 
regulatory issues involving rates, operating rights, financing 
and rate of return, entry and exit, and other aspects of the eco­
nomics of regulated transportation. This view rests on the 
proposition that transportation policy is made not only by 
legislation but also, and perhaps to a greater extent, by regu­
latory proceedings and subsequent court actions thereon. At 
the present time, insofar as the executive branch is concerned, 
these policy developments otten occur by default. 
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Transportation Investment Review Boe.rd 

One of the major problems in transportation results from Federal in­
vestment decisions being made by specialized or narrowly oriented 
program agencies with little or no regard for {a) the Nation's over­
all transportation requirements; (b) their impact on overall economic 
growth; (c) the effects of facilities and services provided for the 
benefit of one mode on other transportation modes; and (d) the re­
lationships between costs and benefits of individual investment 
proposals or between different proposals. There is no effective 
process for comparative ev the investment rams o!' 
var ous operating ageocies 11.ke the Federal Aviation Agency and 
the Bureau blic Roads in terms of their contribution 

e p en of Commerce does not ave the authority to assess, 
for example, the value of Federal funds being invested in airport 
construction as compared to more active assistance to the railroads, 
nor does any other Federal instrumentality -- not excepting the 
Bureau of the Budget. 

~ 

To provide a sounder basis for decision-mak1ng on Federal trans­
portation investments, the Bureau proposes that step1L_b_e taken to 
create a Transportation Investment Review Board. Thi"s Boardwould 

oe adrtsory to the Bureau of the Budget and the Presi~nt. Its 
chairman should be the Secretary of Commerce with membership frcm 
the Council of Economic Advisers, the Treasury, and perhaps the 
Office of Science and Tecbi)9logy. For maximum effectiveness this 
Boa.rd should be established by legislation. 

The Bureau of the Budget should participate as an observer and ad- ... 
viser. If additional representation is desired, it might be drawn 
from among the Nation's experts on public investment analysis. 
Members should probably not be representatives of the various trans­
portation industries nor of Federal agencies with major trans­
portation investment programs. They can be bee.rd in connection 
w1th the Board's deliberation on investment proposals. The Board's 
major function should be to apply objective evaluation standards to 
individual agency investment proposals and to make recommendations 
for the approval, revision, or disapproval of such programs. 

Before such a Board is created, however, a comprehensive set of 
objective investment criteria should be developed. This is a dif-

. ~ ficult task which will require a period of concentrated effort by 
lu,,(.'W'' knowledgeable individuals both within and without the Government 

l""-: v"_b.k of whom there are now a substantial number. The Bureau prnpases toI
~ .•~~ ~e the Je:EU}in establishing a task force to develop the criteria 
"V"'1~ 1 1,1N' to be used in future transportation investment analysis by the 
'1' tr"",rl' proposed Transportation Investment Review Board. The Board I s 

y. ~. ~ Jc.~ - ~ ~. ~.( ~ .,.,.,.,J "Jr 

~ J ,-.,.,. • 



analysis in turn will provide invaluable experience for any future 
Department of Transportation. 

Interagency Committee on International Aviation Policy 

The question of organization for international aviation problems 
was studied by the Bureau in 1963. The Interagency Committee on 
International Aviation Policy (ICIAP) was established by President 
Kennedy as a result 
aviation problems w
ducting our foreign 

of that study 
ere considered 
relations. 

to ensure 
as part of 

that 
the 

international 
process of con­

Unfortunately, this organizational approach has not proved ef­
fecti~. There has been considerable difficulty within the State 
Department in focusing necessary top-level attention on this area. 
The ICIAP is now under the chairmanship of Under Secretary Mann. 
Because of the.press of other vital problems there have been few 
meetings of the committee. Staff within the Department have not 
been able to bring urgent issues to the top level for expeditious 
resolution. As a consequence, ICIAP has not kept U.S. inter­
national aviation policy under the continuing review envisaged 
at the time of its establishment. Moreover, there has been no 
effective followp on the issues raised in the few meetings of 
the committee. These deficiencies assume increased importance 
in light of the recent White House meeting on a possible need for 
reviewing certain aspects of our international aviation policy. 

In light of the failure of the State Department adequately to carry 
out its assigned role, we believe that consideration should be given 
~ shifting responsibility _fo~-ICIAP to t}1e Sec~~i:l_ Qf ammei-.c~:­
The Under Secretary would be in a better position to assure that 
international aviation issues are considered withi]l the context of 
overall U. s. transportation policies. Under the present Under 
Secretary of Commerce for Transportation, the Commerce Department 
is more likely to provide the kind of leadership we want for this 
effort than the Department of State. The State Department would, 
of course, continue as a member of the committee and make use of 
it in preparing U. s. positions for meetings with foreign nations. 

The proposed transfer of responsibility shoul.d be considered i:11 the 
light of the review of certain international aviation issues dis­
cussed at the recent White House meeting. The Bureau will trans­
mit further recommendations on this matter in the near future. 

'1 
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Before I leave the poat of Adminhtrator of the Federal Aviation 
Agency 1 1howd like to aubmit to you aome view• coming out of 
peraonal experience and obaervation on the much dbcuaaed and 
extremely important matter of tranaportation organisation in th• 
Executive Branch. 

I am convinced of the validity of the argument that if we are to develop 
conahtent, integrated tranaportation policiea and a balanced national 
tranaportation ayatem, we must have in place organisational arrange• 
menta which make thh poaaible. At preaent no cloae obaerver can 
conclude other than that we have lagged far behind the traffic, the 
traveller'• need ■, and the technological advance• in tranaportatlon in 
our effort ■ to equip the Executive Branch to cope in an efiective and 
comprehenaive manner with the total Oovernment role in the foaterina 
of efficient, aa.fe, and economical tranaportation. 

The Department of Commerce, baaed on a charter conferred by it• 
organic act and ■ubaequent atatutea, admini•tera a number of pro• 
motional tranaportation program ■ and contain• in ita ofiicial helrarchy 
an Under Secretary of Commerce for Tranaportatlon. Over the year• 
1uch tranaportatlon function• aa the Bureau of Public Roada, the 
Maritime Adminiatratlon, and the Office ot Emergency Tranaportation 
have been lodged in the Secretary and have been placed under the 
general direction of the Under Secretary for Tranaportation. Moreover, 
certain other element ■, auch aa the Weather Bureau and the Coaat and 
Geodetic Survey (now propoaed to be combined by your pending re• 
organization plan), devote their primary efiort• to aupport of 
tranaportation. However, critically important tranaportation 
reaponaibilitlea both in the promotional and aafety reaulatory area• 
are independent of the Commerce Department. The lar1eat of th••• la 
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the 45. 000 employee Federal Aviation Agency. The 5000 man 
Coa•t Guard. certain f\lnction• of the Bureau of Cu ■ tom.:,, and the 
railroad ■ a!ety activitle• of the Inter ■ tate Commerce Co;:::imi ■ lion 

are aho located out ■ ide ot the Commerce Department. The economic 
regulatory function• relating to tran•portatlon are almo•t wholly lodged 
in other agenciea 1uch a• the lnter•tate... Commerce Commi ■ 1ion and the 
Civil Aeronautic• Board. Ove,- the paat decade the role of th~Department 
in tran•portation matter• ha• actually declined, chlefiy a• the re•iilt of 
the removal of the Civil Aeronautic• Adminiatration in 1958 and lta 
inability to obtain re•ource• and manpower adequate to effect authoritative 
coordination. 

One look• in vain for a point of reepon•ibility below the Pre•ident capable 
of taking an evenhanded, comprehen ■ ive, authoritative approach to the 
development of tran•portatlon policie ■ or even able to a ■ •ure rea ■ onable 

coordination and balance among the variou ■ tranaportatlon program• of 
the Government. We have •ufiered •ubatantlally from thi ■ deficiency•• 
la demon•tra.ted by the decline of railroad pa•••nger aervice, the delay• 
in meeting the need• of the Northeaat Corridor, and the uncertaintiea 
over the role of helicopter and •hort takeoff aircraft in urban and intercity 
tran1portatlon. 

With a ■■ umption of re ■pon■lbility by two great leader•, Jack Connor and 
Alan Boyd, in Commerce the time appear• ripe for bold move• in trana• 
portation oraanisation. Theae move ■ could, if aucce ■■ fully implemented, 
be among the mo ■t important achievement ■ of your Admini1tration- -and 
they would be in line with your perception of the really important thlna• 
with which our country muat deal in the next decade. What I augge•t la 
a two- ■ tage program which would (1) fir ■t improve both dome•tlc and 
internAtional tran ■ portation policy formulation and interagency 
coordination through the e ■ tabll ■ hment of a National Tran ■ portation 
Council; and (2) ■ ub•equently provide for the creation of a Department 
of Tran•portatlon under an official of Cabinet rank. 

You may a•k why not Ju•t move the Federal Aviation Agency, the Coaat 
Ciuard, and the appropriate function• of other &&encl•• to the Department 
of Commerc•••po••lbly accompanied by a name chana• to Department 
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o1 Commerce and Tran•portation. I am not propo•ing thla alternative 
for two rea•on ■: 

1. The hiatory of the Federal .Aviation Act and pa•t reorgani&ation 
effort• in th• tran•portation area indicate that ■ uch a con ■ oUdated 
department la politically un11.ttainable or attainable only at high 
co•t. The unexpungable fact i• that Commerce, ,•pecially ln the 
early year• of the Ei ■ enhower Admlni ■ tratlon, dici not handle it• 

::--aviation function• well, and the creation of the Fed•ral .Aviation 
Agency waa one re•ult of thi• neglect. 

2. A con•olidated Departmwnt of Commerce and Tran ■ portatlon 
would aho be defective from the •tandpolnt of •ound org&nl~,­
tlonal concept•. Th• Department of Commerce ehould ••rv• 
aa the agency of Covernment generally concerned with the 
fo ■terina of bu ■ ln•••• lnduatry, commerce, and trade In the 
public intereat, and the Secretary 1hould be the Prealdent' • 
general advher on auch mattera. It l• incompatible for the 
Department to have a aeparate, parochial and potentially 
conflicting reaponaibllity for •ervice• to and the promotion of 
one ■ egment of our national economic life•-tranaportatlon. 
Furthermore, the FA.A hl•tory augge•t• that a tran ■portation 
agency mu ■t evenhandedly meet both civil and military need ■• 

The•e 1ervice• could eventually go 10 far a, the adminiatration 
of a •ingle airspace control 1y1tem which 1imultaneou1ly 
a,eure• the •af• flight of aircraft and maintain• air aurveillance 
for national defen ■ e purpo•••• Such an operationally oriented, 
civil-military department cannot be rationally placed under the 
tent of the Department of Commerce. 

National Tran1portation Council 

Pending dechiona on a Department of Tran ■ portatlon or other fundamental 
conaoUdation• of tran ■ portation function•, I would urge the eatabli ■ hment 

by executive order of a National Tran ■portation Council. Thi ■ Council 
ahould be under the chairman•hip of the Under Secretary of Commerce 
for Tran■portation and ahould contain a• member• th• head• ol other 



department ■ and agencies with a major concern with transportation. 
Specifically, the Secretary of State, the Secretray o! De!enae, the 
Secretary o! the Treasury, the .Admini ■ trator of the Federal Aviation 
Agency, the Chairman of the Civil Aeronautic• Board, and the 
Chairman of the Interatate Commerce Commiaaion would appear to 
be logical member• of thia Council. 

The Council would be charged with three primary responaibilitie ■• 

The firat would be the exerciae of leaderahip in developing and 
propoaing to the President policies and program a which would aaaure 
the development of a healthy, balanced national transportation ayatem. 
Second, the Council would be respon ■ ible for the identification of 
international tran■ portatlon problem ■ and the development pollclea 
to deal with them. Third, the Council would ■ erve a■ a mechant ■m 

for the coordination of pro1ram ■ i.Qvolvtn1 major lnteragency 
relationahipa. 

It i ■ of critical importance that the Council have a amall but highly 
profeaaional staff. Thi• ata!l would do more than the normal aecretarlat 
work for an lnteragency committee. It would ■ erve aa the focal point 
for the conduct, over ■ lght, or coordination of ■ tudy and reaearch e!forta 
directed or recommended by the Council. 

Abolition of the Interagency Group on International Aviation Polley 

The e ■ tabliahment of the National Tranaportation Council would make 
poaaible the abolition of at leaat one ext.ting interagency committee. I 
refer to the Interagency Group on International Aviation Policy (ICU.P), 
a committee established by Preaident Kennedy in l 963 under the chair• 
manahip of the Secretary o! State. ICIAP, which also include ■ 

representative ■ of the Department• of Defense and Commerce, the FAA 
and the CAB, was charged by the Preaident with identifying international 
aviation policy problems, advi ■ in& on their aolution, and a1 ■ urln1 

neceaaary followup action. 

Although the purpo ■ e• of ICIAP aeemed in 1963 to be aoundly conceived, 
the Group has not proved e!!ective. It baa held only four meeting• in th• 
three year• ■ lnce it waa ••t up. and a number of international aviation 
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problem• have emerged or pereiated throughout thi• period without 
•ignificant attention from ICIAP--and without eolution. The lack of 
a firm policy on countering Sino-Soviet penetration through aviation 
in leaa-developed countrie1, the abaence of coordinated initiative ln 
u•ing aviation to help build the "bridge• to Ea•tern Europe" of which 
you have ■ poken, the Nation'• uncertain approach to aviation technical 
a■ •iltanc• within or without the AID program, and the lack of a well• 
articulated policy to guide executive agencie• ln reduclna aold fiow 
through the export of aeronautical product• are eeveral example• of 
policy or followthf'ouah deflclenciea with which ICIAP ha ■ aeemed 
unable to cope. 

I therefore 1ugge ■t that upon the ••tabUehment of the National 
Tranaportation Council the ICIAP be abolhhed and that it• function• 
be a• ■ igned to the Council where they can be dealt with through a 
atronger mechanl•m with a broader perapectlve toward th• problem• 
to be reeolved. 

Should you decide not to proceed, with the creation of th• Council at 
thi ■ time, the abolition of ICIAP l• atlll indicated a, a part of your 
program for the elimination of obaolete or ineffective commltteea. 
In th• absence of th• Council the function• of ICIAP could readily be 
aaaigned to the Interagency Group on International Aviation (IOIA), a 
committee eatabllahed pur1uant to President Eieenhower' • memorandum 
of Augu1t 11, 1960. In contraat to the inactivity of ICIAP the IaIA ha• 
provided a u ■ eful mechaniam for developing coordinated advice to th• 
Secretary of State on international aviation matter,. The Adminiatrator 
of the Federal Aviation Agency b the chairman of IOIA and the 
Department• of State, Defenae, and Commerce, and the Civil Aeronautic• 
Board are repreaented on lt• memberehlp. The role of IGIA in developi111 
coordinated p01ition• for the U. S. repreaentatlon in the International 
Civil Aviation Organisation (ICAO) i• hiahly important and require• the 
continued exiatence of auch a aroup. 
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Di,pa.rtmcnt o! Traneportation 

The Hmttntion• o{ an interagency council, however ef{ectlvely chaired 
and aupportcd, are 1uch that it ahould be aupplanted ae soon a, 
Secretl\rle ■ Connor and Doyd and Budget Director Schultze cnn compo•• 
the c!fective reorgl'\nis:ation of a Department o! Transportation to which 
would be entruated moat or all o! the !unction• previou1ly mentioned 
in thh letter. Such a Department would have nearly 70,000 employee,, 
and it could be organized internally into adminhtratlon• re1ponaible 
lor program ■ relating to the varioua major form• o! tranaport. Such 
traneportation oriented technical organization• •• the preaent Weather 
Bureau and Coaat and Geodetic Survey would be included in the 
Department. Particularly important to the 1ucce11 of the Department 
would be the eatabliahment at the eecretarial level o! 1trong, .adequately 
financed policy and planning 1taf!I, and equ&lly important a vigorou• 
transportation re1earch and development organization !or all mode•. 

While the creation of auc;h a Department would 1ubatantially reduce the 
aime of the Departmant of Commerce, it would ln no way detract from 
it• primary miaslon. I ae ■ume that your recent Ta1k Force on 
Government Organization haa given attention to the organizational 
problem ■ in the tranaportation area and ha• made recommendation• to 
you on thla matter. I would urge that the Director of the Bureau of the 
Budget be charged with purauing atudie ■ of the role and organization of 
& Department of Tranaportation with a view o! providing you with recom• 
mendation• which could be considered during the development of the 
legl1lative program for tho Second Se••ion of the 89th Congreaa. 

I would be happy to dllcu•• th••• propo1ah with you or provide you 
with any additional information you might de ■ ire. 

Reapectfully youra, 

(Sigmed), N.-1. Halaby 

N. E. HALABY 
.Adminiatrator 

The Preaident 
The White Hou■ e 

Waahin&ton, D. C. • 



THE UNDER SECRETARY OF COMMERCE 
FOR TRANSPORTATION 
WASHINGTON, D.C. HUO 

Septllllber 2, 1905 

Honorable Joeeph A. C&Ufano, Jr. • 
Special .uaistant to the President 
The Vbite BOUBe 
Wubington, D. C, 

Dear Mr. C&llfano: 

In response to your memorandUDLdated August 12, 1965, attached are 
Dine papen de&Ung With different problems in transportation. 
'rh91 are tor c01l8ideration 1n connection With the legislatiTe 
progr• tor ti.seal year 1966. You are, ot course, av are of the 
1eri0\l8 11a1.tationa which the September l deadline )'OU imposed 
placecl en the vork ot the Tuk Poree in preparing th11 material, 
'!'here vu coq>aratiTe~ little opportunity tor discuaaioo and 
deliberation by the Taak Force aa a whole but the aeeting8 which 
vere held proved extremely valuable tor considering the ideu which 
are contained 1n these papers. The Task Force did not deal vi th 
the ll&l'itime area at all nor did it consider the aupenonic trana­
port. There v1ll be ■aJor legialati Te programa in both these areu 
next year. lei ther qmciea nor Task Force aeaben baYe cleared 
the propoeala. 

80118 apecitic camnenta are in order. 

l. Primarily through the efforts of the Bureau ot the Budget 
atatf', ve hav-e collected a substantial amount ot data on existing 
transportation programs ot the Federal Government. Thia information 
18 awnmarized in the tables attached to the paper dealing vith 
alternativ-e reorganization plans. In the tuture, ve vill be able 
to build on the data ve nov h&Ye and to retine the information 80 
that 1 t vill be uaetul for many purposes. 

2, <kl the question ot reorganization, ~e recommendation is R.e£~,-c""',:, s 
--,---,:---,-,,---- Ot',T. OF

t9r a pepartaent ot Transportation. There seems ·to be Widespread Trut1s.Poll7A7•o,. 

agreement within the Government that this is the moat logical courae. 
It vu recamDended lut year by tvo Presidential task forces, the 
one on tranaportati00 and the one 00 Government organization. The ,,.,7 ~,,., ;,o 1 

creation ot •I J)ep&rtaent of Tranaportation! would repreaent a maJor 1,1.-TL T11,mv 

legialatiTe e~ the.interi■ period until a Department or Gov"'"''­
Tranaportaticm 1• createcl, there ahould be a Rational Tranaportatioo 
Council. 
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3. With regard to transportation research, it appears that moat (I) 
ot our needs can be met vi thin the tramevork ot existing legislation. ,/<,tNUo?~, 

There 1a a need tor expanded university-level vork in tranaportatiOG '2.~~c"' 
and specific legislation authorizing grants may be peceaaary here. " 1_,.,/jj J'.p 

Otherviae, increases in budgets ot the various agencies vith trans- 11.. 111t-?,,n.e,e.,el; 

portation reaponaibilitiea, 1.Jllproved coordination and some reorienta-
tion ot their research• ettorta 1a possible. The research problem 
and the tragpientation of both research and development ettorta 1• 
related to the OY'erall organizational problea in the tranaportation 
field. ' 

4. ~ the question ot highway aafety, yoor memorandum raised 
three aeparate point&. Theae have been treated vi thin a single, 
comprehensive tramevork and there 1a a single paper dealing vith the 
problem ot highway safety. Thia is a problem ot tremendous importance 
to the country. Total number ot fatalities and serious inJuriea 1a 
atagger.lng. The economic waste tb&t goes clown this rathole 18 ~ •64/wA7 
fantastic. With the proJected increases in population, number ot S.AP~ 

automobiles and pasaenger miles, the problem assume ■ even greater 
proportioo.e. The public generalq 11 becClld.ni more aware ot tb11 
probl• and.alao morereceptive to the kind ot action vhich ViU be 
necesaary to ettect improvements. Thia is a critical factor becauae 
a great maJority ot actions which appear reasonable involve some 
reatrictiona on 1Dd1v1dual choice. 

A separate task torce dealing W1.th highway safety had recentq 
been established in the Office ot the Under Secretary tor Transportation .• 
It bas been working with all interested agencies ot Government, the 
automobile manufacturers Bild private organizations. A report tram 
thia task force, including i ta recaamendation tor a 1\lll-scale Lu,I( " ~ 7
legislative program, shoul.d be canpleted by Sepl_ember 21. The urgency Ni:;~ 

ot the highway safety problem requires that the Federal Government OAJ --Tl/1 s 
move rapidq. However, i ta cauplex:1 ty requires that our first maJor t..t 79 

-,. 

ettorta be on tim ground it we are to be sure ot progress. 

5. With regard to highway beautification, the prospects tor 
legislation thia session have recently taken a turn tor the better. 
It ve do in tact get the legislation which is currently being con­
sidered by the Congress, we will need to reassess our position tor 
the coming fiscal year. In any case, the scetttc roia.a proposal will 
be an important part ot next year's program. 

6. Additional legislation will be necessary to :finance the 
Federal-&1.d highway system it ve are to keep the interstate system 
on schedule. Reccmendationa are included 1n the paper deal 1 ng vi th 
highway tinancing. The preaent interstate aystem runs to 1972. 
While &0118 work 1• underway with regard to poat-1972 highway planning, 
it 1• too earq to conaider this tor part ot a leg1alative program. 

https://becClld.ni
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7. '?be Adm n:letration' • poai tion v1 th regard to uaer charge• 
1n the tie14 of trauportation 1■ well establ.1.ahed. The propoa&l.l 
vhich vere included in the Preaident' • budget aeaaage tbi ■ 7e&r 
vere not c0D81dered by the Coagrea1. The paper on uaer cbarges t~ 
the h4er&l alrvaya an4 1nlao4 vatervap c0D81der■ the pre■ent 
a1tuatian aD4 make■ recaaenclationa. 

8. ID tbe area ot coorclinatiOD ot Federal programa u■i ■tirac 
unan .... tranait, ■ub■tanti&l ■tep■ have been taken in the put 
tvo year■ to bring abo\lt onrall impl'OV'ement■• The --■urea which 
baYe only recentq gane into ettect can be a;pectecl to produce 
c0D81derabq 1apron4 re■ult■ in t.be near t\rture. Their tull 
1:mp]eem+,ation vUl require aore tiM. 

9. The question ot regulatory philoaopby 1■ quite important. 
Specific propoeala tollov1ng President Kennedy'• Transportation 
Nea ■age 1n 1962 voul.4 b&Te gone a long vay toward vhat 1■ commnnl;y 
temec1 cleregulation. There vu ■trong oppoai tion to deregulation 
trca n.rt 11•J1;y all aepent■ ot the transportation 1n4uatr,y. anq 
the nilroada ■ etlUCl recepti.Te 8Dcl there vere clitterencee ot opinion 
1110n1the nil.roa41 buecl larpq m rep.ooal factor•. '?here 11 no 
cloubt tu, cona14enbq more flex1b1lity 1n reaw,aticn vou.l4 'be 
desirable and tbat ve can.,.,.. toward greater reliance on ccapetit1Te 
market torce■ 1n transportation. The paper en regulaticn make■ a 
number of propoe&l.l which vou14 11.beral.1.ze the regulat017 tramework. 

-:~• queaticn of whether or not to ■eek leglalaticn which voul4 brin& 
about aach aore broa4-■c&le deregulation ahoul4 be c0D81dere4 
cazoetul.q 1n 1ibe light ot the ■troag political reactian IID4 the t~ 
tlaat ve haTe 1-a intonaUon than ve voul.4 like cm the 1llpact of 
4anp.1.aUcn. 

https://11.beral.1.ze
https://recepti.Te
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TRANSPOllTATION AND DEVELOPMENT USF.AllCH 

Statement of the tdy 

The propoeal t• for expanaton of federallJ•aupported reaearch·and 

developaent in the area of tranaportatton. 

Current Federal Acttvt ty 

There ta a wide variety of traneportatton reaearcb and developaent 

progr•• apread throughout the Governaent. Generally, th••• program• are 

cloaely related to the apectftc ■t••iona of the parent agenciea. To a 

~ara•atent 1 the frapentation of thta activity 1• a natural conaequenc:• 

o~ the frapentation of traneportation reaponaibiltt.>'• The total amount 

of Federal upendituru on traneportation reaearch and developaent of 

all type• for PY 1965 vaa $455 ■illion. Of thi• amount, $243 ■illion 

va• in the Depart■ent of Defenee. The reeearch activttie• of civilian 

agencie• ranged fr011 $95 ■Ulion in the Federal Aviation Agency to 

$200,000 in the Diatrtct of Coluabia Government. 

The recently eetabliahed reaearch and development acttvttiea tn 

the Office of the Under Secretary for Traneportatton are •••enttally 

policy-oriented and in thi• respect have a broader focu• than the progra• 

of any individual operating agency. Thi• effort ta intended to ■eet the 

reeearch need ■ of the Under Secretary in carrying out hi ■ reapondbtlity 

for formulating and reco.aending national tran■portation policy. It baa aa 

an additional objective the development of new technology in teru of both 

equipment and operattna •Y•t-. Thi ■ ta funded at a level tn exce ■• of 

$3 ■illton per ,ear. In addition, the Congrua ta currently con■ idertna 
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the High Speed Ground Tranaportation Act which would provide $90 ■illion 

over a three-year period for the apecific purpoee• of developing high 

•peed ground tranaport technology and a tranaportation data •Y•t-. 

In the paat there bu been inadequate coordination of Goverraent 

reaearch and developaent programa in the tranaportation field. 

Objective• of Propoeal• 

The two fundamental objective• of federally-eupported tranaportation 

reaearch and development are the development of information to aaaiat in 

the forailation of effective national tranaportation policy and to advance 

the atate of the art in tranaport technology and operation•. The recently 

initiated policy aupport reeearch program in the Office of the Under 

Secretary 1• intended to deepen our underatanding of the interaction• 

between tranaportation and the reet of the economy by evaluating the 

adequacy of tranaportation to ■eet national need•. Thi• program will 

alao undertake reaearch and development in auch area• u new ■anageaent 

ayatema, where no aingle private organization could be expected to have 

the incentive to undertake an effort which might well be of general benefit 

to the tranaportation induatry. 

There 1• a clear need for an overall evaluation of the transportation 

reaearch and development project• of all the agenciea. In eome areu there 

i• a need to reorient the programs in the context of advancing technology. 

The High Speed Ground Tranaportation Act will acccapliah thia purpose in 

large ■eaaure with reapect to rail tranaportation. The evidence indicate• 

that private oraanizationa, with goverraental ■upport, are perfor■ina the 

function well in the field of aviation. There l■, however, a ■ eriou ■ need 
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' for advanced research in the maritiae field. There i ■ ■ iailarly r0011 

for more advanced technological work in the motor carrier field. 

There 1• al~o a need for imq,roving the technique ■ of econoaic 

analy ■ i• and it ■ applicability to transportation probl-■• For example, 

more research i■ needed to identify the co■ t■ and the consequence ■ of 

the transportation policies which have been adopted in the pa■ t and now 

require continuing budgetary support. 

The existing legislative framework i ■ adequate for the accoapli ■hment 

of mo ■ t of our transportation research objective ■ by reorienting exi ■ tina 

research program■, achieving better coordination and a ■■ uring con■ i ■ tency 

with long-range policy and planning. In ■ ome areas budgetary increase ■ 

will be nece■■ary. Thi■ i ■ particularly true in the maritime and motor 

transport area■ • There i■ a further need for broadening the ba■ e of 

general inquiry into transportation and transportation-related area■ • 

Thi ■ would normally be carried on by univer ■ itie ■, research institute ■ 

or in ■ ome case ■ by individuals working alone. Existing legislative 

enactment ■ do not provide adequate mean• for Federal financing of this 

type activity. There i■ a question, however, ae to whether non-govern­

mental fund ■ would not be available for worthwhile project• if they were 

properly identified and if there were sufficient interest on the part 

of the academic and scientific c01111Unitiee in undertaking ■uch research 

work. 

The Report of the Panel on Transportation Reeurcb and Development 

to the Secretary of C:0-rce in Nay 196S found four basic need• in terae 

of onrall tranaportation research capability: 
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l. Need for comprehenaive analy•i• of economic, technological, 

and aocial factor• a• a background for government policy deciaiona. • 

2. Need for a more intenaive tranaportation reaearch progru in the 

Departaent of Coaaerce. 

3. Need for reaearch on tranaportation ayateM and aub-ayatema. 

4. Better aupport for a growing reaearch and development program, 

notably di•••ination of reaulta and aupport of an educational 

program. 

Speeific requir•ent• for an exten■ ive grant prograa to univeraitiea 

.:::.and re■ earch inatitute• cannot be deterained frm preaent experience with 

tran ■ portation reaearch. Some li■ited grant• could be ju ■ tified at pre ■ ent 

and could be funded fraa e:dating appropriation■ if authority exiated. A 

grant prograa, eHential aa it 1a to an improved underatanding of tranaporta• 

tion reeearch, ■hould be introduced cautiou ■ ly and gradually in the cour ■• 

of gaining further experience with ta■k oriented reaearch. Once ■uch a 

prograa were launched, however, some longer term comaitaent would be 

required in the intereat of au ■ tained effort by research in■ titution ■• 

To achieve tbia ob ective ■ oae aaendatory language ■bould be acught 

in the preaent legislative authority. A■ an alternative, tranaportation 

research grant• could be aade by general acientific agencie■ ■uch ae the 

National Science Foundation. However, ■uch grant ■ would be admtnJatered 

apart fr011 the Minatreu of tranaportation policy, ae baa been pointed 

out by ■pokeaaen frm the acientific agencie■ theaaelvea. It appear• that 

a prograa in the Dep&rtaent of Cc ere• or a Departaent of Tran■portation 

would be preferable. 
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HIGHWAYSAFETY 

STATEMENTOF THE PROBLEM 

Automobile accidents in the United States result in approxi­

■ ately 50,000 fatalities and injuries to nearly 4 ■ illion people 

each year. There are 250,000 pedestrian casualties. Econo ■ ic 

losses run in the billions of dollars annually. In addition to 

the staggering waste of resources is the untold tragedy brought 

about by auto ■ obile accidents. The nu■ ber of cars on the streets 

and highways is rising constantly and total passenger ■ ile1 are 

increasing rapidly. Highway safety beco ■ e1 a ■ ore and ■ ore serious 

problem. There has been little in the way of concerted effort to 

deal with the problem in the past. 

Comprehensive Concept 

Three separate highway safety topics were suggested. They 

were related primarily to a stepped-up effort in development of 

safer highways, a new motor vehicle safety program, and an enlarged 

statistical effort. In this paper they will be treated within a 

comprehensive concept of highway safety. The following defiaitio ■ 

and objective are part of this concept. 

The Highway Safety Problem: The "syste ■" is defective in its 

physical, human, and institutional components, causing the au ■ ber 

and severity of accidents to be above an economically, socially, 

and politically acceptable level. 

The Objective of an Action Program in Highway Safety: To reduce 

traffic accidents and their econo ■ ic, social, and h ■■ an co ■ 1eque ■ ce1 

to a ■ ini■u■ consistent with other national goals •
• 
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CURRENTFEDERAL ACTIVITIES AND PROGRAMS 

Office of the Under Secretary for Transportation 

Since July a highway safety project utilizing.!.!! Winter­

agency task forces has been under way in the Office of the Under 

Secretary for Transportation. Its purpose is to examine all 

aspects of the subject. Initial efforts were directed toward 

defining the problem and objectiYes, preparing an inventory of 

existing programs, and exa ■ ining the current work of the auto­

■ obile and truck ■ anufacturers. A task force is currently 

developing recommendations for a comprehensive federal progra ■, 

including related agency budget and legislative require ■ ent1. 

Its report should be ready later in September. 

Highway safety is a complex subject characterized by large 

numbers of opinions, activities, proposals, programs, and yested 

interests. These are characteristically lacking in any integration; 

some groups are concerned primarily with the highway, others with 

the vehicle, others with the driver, others with law enforcement. 

The automobile manufacturing companies hold the unanimous Yiew 

that government must play the major role, but content that pri ■ ary 

responsibilities should be at state and local levels, with the 

federal role primarily one of coordination and promotion. The 

pedestrian see ■• to be the forgotten man in highway safety. 

It is difficult to separate the effects of Yariable1 in the 

highway safety "1y1te ■" because any single accident is the result 

of a 1tati1tically infrequent co ■ bination.of eYe ■ t1. Today, ~lghway 

https://bination.of
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safety is characterized by incomplete knowledge about all it1 

components and their interaction,, little re1earch of a 1y1te ■ s 

nature, and great controversy over ~he basic assu ■ ption1 of 

action proposals. Although there are many 1tati1tics available, 

they lead to conflicting conclusions regarding the relative 

importance of factors affecting highway safety. 

Federal Agency Activities 

Federal involvement in highway safety is broad and diffuse. 

The national government operates in three ■ ajor roles: •• the 

instrumentality promoting the national well-being; a1 a user of 

personnel, plant and equipment; and as a pro ■ oter and regulator 

of the nation's highway system. In each of these roles, ■ any 

agencies of the Federal government have an interest; but few of 

the ■ have sizable funds specifically identified as directed toward 

highway safety l!ll !!.• 

The major ite ■ specifically identified in the Federal Bud·get 

for highway safety is the $876,000 appropriation requested in 

fiscal year 1966 by the Bureau of Public Roads. This amount 

includes funding of the work of the President's Co ■■ ittee on 

Highway Safety, the Interdepartmental Highway Safety Board, and 

the National Driver Register Service; the latter is a service 

provided to the States to help the ■ prevent the relicensing i ■ 

other Juri1diction1 of persona who have bad their licenses 

suspended or revoked. An additional $3.5 ■ illio ■ bas been 
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identified by the Bureau•• directly related to highway 1afety. 

There ls, in addition, the "Spot Improve ■ ent Program" for high­

accident locations ($21 ■ llllon in fl1cal year 1965) and the 

Bureau's routine highway construction and traffic ad ■ lni1tratio ■ 

work. 

The motor carrier safety actlYltles of the Interstate 

Commerce Commission including inspection and other co ■ pliance 

work run between $2 and $3 million for spot check, of the 

national truck fleet. This meets part of the need to identify 

un1afe vebicle1, but does Yery little to identify the truck 

driYer who may be a safety problem regardless of the condition 

of his vehicle. 

The Department of Health, Education and Welfare expends 

approxi ■ ately half of its $4 million research and information 

budget in the injury control area for work with direct relation 

to the sorts of injuries which may occur on the highway. HoweYer, 

comparatively little 11 yet known about the physical and physiological 

characteristics of the nation's driiers, the effects of drugs and 

other stimuli on their performance behind the wheel, and the 

physical conditions underlying present highway accidents and 

fatalities. 

As fleet operators, and buyers of transportation equip ■ ent, 

the Depart ■ent of Defense, the Post Office Depart ■ent, and the 

General SerYices Ad■ i ■ i1tratio ■ all carry on act1Yities al ■ed· at 
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making Federally-owned and operated vehicles•• safe as possible 

under the yarious constraints these agencies identify. The 

Federal Safety Council, whose secretariat and chair ■ anshlp are 

with the Depart ■ ent of Labor, also consider the auto ■ obile 

commutation of Federal workers to be an i ■ portant part of tbelr 

program. 

The highway safety aspects of urban transit ha•• not recel•ed 

sufficient operational attention to ■ ake an esti ■ ate ■ eanlngful. 

OBJECTIVES OF PROPOSALS 

A systems or cost effectiveness approach is the only plausible 

unifying theme for combining funds and efforts to yield optimum 

r~~ults. Development of the most effective national program must 

be preceded by a rational selection fro ■ among the ■ any alternatlYes 

(Exhibit I), based on their efficiency in the reduction of the 

nu ■ ber and severity of traffic accidents, and the total costs of 

the proposal on a national basis. Such an evaluation of the proble ■ 

and alternative methods of solution ls already well under way. 

The federal action program must recognize explicitly the 

importance of stimulating more dynamic activities by the other 

groups, including manufacturers, concerned with hig~way safety. 

The details of such activities will ba•e to be deyeloped 

cooperatively with the other groups. 

General Methods of Approach 

At present there ls no positive bast, for the selection of 

tbe higher payoff actlo ■ propo1al1 for l ■ ple ■entatio ■ by a 
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federal program. This does not mean that the Federal Government 

cannot take action. It does ■ean that any action progra ■ should 

be tested and evaluated for its effectiveness on a li ■ ited scale 

before full implementation is undertaken. Such trials can be: 

a) in the Federal Establish ■ ent with 

- vehicle fleets, using the approach of Public Law 88•515 

- Federal drivers 

- Federal lands (Interior and Military) 

b) in states and communities through Federally aided 

demonstration projects. 

This approach will encourage innovations while ■ aintaining a 

flexible program which builds on experience. 

Recommendations 

The principal proposal is the immediate creation of a Federal 

Hig~way Safety C.ater, in the Office of the Under Secretary for 

Transportation. 
. 

This Center would have three major mi1iion1: 

1. Develop and guide a comprehensive highway safety progra ■ 

including necessary coordination of budgets and research plans. 

Its evaluations of operating effectiveness would increase the 

ability of the government to select those progra ■ s which have 

in combination the greatest efficiency in the reduction of tbe 

nu ■ ber and severity of accidents for the taxpayer's dollar. 

Detailed operations would continue to be through the established 

organization• of several ■ aJor federal depart ■ ents, bureaus, and 
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agencies. It would also develop an integrated approach to 

include state and local govern ■ enta, the private sector, and 

interested profe11ional and civil groups. The Center would 

a11ure integrated analysis of all information, identify gap1 

in knowledge, recommend promising action progra ■ 1, and provide 

di11emination of information and results. 

2. Develop a data evaluation program providing for a 

vastly enlarged data a11e ■ bly and analysis effort. It would 

work with private and state organizations to define needs for 

accident data and to a11i1t them in its collection. Similarly, 

it would work to standardize terminology and reporting procedures 

throughout the nation. 

3. Establish a causal investigation program. This progra ■ 

would involve the design and operation of a pilot program in a 

specific geographic area which would a) conduct in-depth investi­

gation of a randomly sampled selection of accidents in the federal 
. 

fleet assigned to the area; b) modify and reline the sampling 

method and technique of investigation; and c) point out the profit­

able areas for a larger program. The cost of this effort is 

roughly estimated to be about $5,000 per accident investigated. 

Subsequent expansion of the program would include sampling other 

vehicle and driver populations and type• of accident,. Tbi1 would 

be a ■ aJor collection and analy1i1 effort. Tbe cost i1 e1ti ■ ated 

at $15-20 ■ illlon per year for 5 year,. 
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The accident statistic, and causal inye1tioation proora ■ 1 

together would proyide the infor ■ ation bate for all other 

highway safety actiYitie1. 

Legislative Requirements 

Much of the enlarged program appear, to be po11ible within 

the existing authority of the various agencies. 

The Federal Highway Safety Center could apparently be estab­

lished by Presidential action. However, because of the role it 

would haYe to play in coordinating activities of a large nu■ ber 

of executive and regulatory agencies, it appears advi1able to 

establish the Center through le~islation. 

OTHER ALTERNATIVE MEANS 

The obyious alternative to the proposed integrated progra ■ 

is a continuation of the present approach~-namely, to let each 

agency plan, deYelop, and operate its program with a minimum of 

concern for the interrelationship of each with all the others. 

This has led to the imbalances· which are 10 evident in the present 

programs and to inadequate concern in all agencies as to whether 

larger yields in terms of reduced accidents could be achieved by 

different combinations of programs and priorities. 

In contrast to this, the integrated program which results 

fro ■ the reco■■ended 1y1te ■ 1 eYaluatlon will be a balanced 

combination of 1afety effort,. It i1 expected thi1 integrated 

progra ■ will iacl ■ de: 
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1. Concentrated effort to re ■oYe accident hazard• 

on older highways. 

2. Changes in the design and character of the 

highway and its use. 

3. Changes in the design of the Yehlcle Including 

the i ■ position of new standards. 

4. New signaling and tTaffic control deYices 

Including automatic features. 

5. Demonstration programs to deter ■ ine proper care 

and transport of the Injured. 

6. Aid programs to the state and local agencies to 

improve the quality of driver education and enforcement. 

Details on some of the program components are sho~n in 

Exhibit I. These program items, or others which ■ ay be added 

or considered as alternatives after further study, are intended 

as parts of co ■ prehenaive 1y1te ■ 1 approach and not a1 di1crete 

progra ■ lte ■ s. 
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EXHIBIT l 

POSSIBLE ACTIONS WIIICII CAN DF. TAKF.N IN TIIF. FTEf.0 OF IIIGIIWAY SAFF.TY 

TO REDUCE 
TO REDUCE TIIE NUMOER OF ACCIDl-:NTS TIIE ·SEVERITY & COSTS OF ACC IDF.NTS 

CIIA~GES IN THE - Improve performance to gain - Modifications or basic vehicle 
better vehicle control design to 

VEHICLE a) reduce danger or explosion~ 
- Inprove commercial vehicle per­ fire 

formance to restrict the range· b) absorb Impact force 
of operatin~ characteristics on c) reduce Injury causes in pas­
the same roadway senger compartment 

- Compulsory inspection laws - Constraining devices placed In 
vehicle. 

- Control of exhaust emission 

CHA~GES IN THE Separation of ecdestrian traffic - Removal or roadside hazards 

HIGHWAY AND - Removal of high accident features - Shielding about abutments & hazards 
in roadway 

ITS USE - Placement of effective inter-lane 
Restructure as one-way system barriers-. 

- Construction or new highways. 
including all techniques·of · 
access control, vehicle ·sepa-· 
ration and aids to traffic flow 

L-:ine marklnQI 

CHANGES IN CON­ Development of clear signs of Oreakaway_sign supports 
warning, direction or routing 

TROL DEVICES, - Provision of an emergency call net­
- Encouragement of state adoption work to summon help for accident 

SIGNS AND of standard signs & signals victims 

SIGNALS - Inter car sia.1alling through 



EXlllBIT l • 2 

TO Hl::OUCE 
TO RF.DUCE. Tl1E NUMRER OF ACClllF.NTS TIIF. SEVERITY & COSTS OF' ACCIDF.NTS 

a) differentiating running lights 
and stop signals 

b) de-acceleration stunals 
cl flasher warning lights 
d) visible running lights from 

all sides 

- Dissc~ination or emergency infor­
mation by radio and other means 

- Driver a~$istance through elec­
tronic devices on the vehicle or 

-------------'a_l_o_n_g.,__i_t~ path of travel 

ATTENTION TO THE - Driver education programs to pro­ - Training and education programs to 
vide the necessary skills both for disseminate practices of correct 

DRIVER AS A urban and long dista~ce driving. first-aid and emergency attention 
These would include a greater 

SYSTEM COMPO­ emphasis on defensive driving, and - Enactment of Good Sama~itan Laws 
control of the vehi~le under un­

NENT usual circumstances. 

- Driver motivation programs to pro-. 
mote consideration of safety_ in· 
all driver tasks 

- Attention to the criteria for 
driver licensing particularly in 
the cases of requirement for 
formal training, and for medical 
limitations • 

- Enforcement of licensing laws, and 
provision of license revocation for 
serious· offenses 

- Attention to the problems or high-. 
way hypnosis, drugs and alcohol in 
terms of en to rceme n t and rc~c-~_r~------
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EXHIBIT l - 3 

-TO HEDUCE 
TO REDUCE TIIE NUMOF.R OF ACCIDENTS TIIE SF.VERITY & COSTS OF ACCIDENTS 

ATTENTION TO TIIE - Programs of consumer education in vehicle safety features 

INDIVIDUALS AS - Promotion of the use of scat belts now Installed, and other retraining 
devices 

CONSUMERSOF 

IIOTOR VEHICLES 

EDUCATION OF - Programs or training automotive mechanics 

MECHANICS 

ATTENTION TO THE - Publicity as to the effects of - Promotion of emergency ~edlcal 
drugs on driver per!ormance to programs to increase the efficiency 

MEDICALPRO- he~p them advise their patients of care and transport or the 
lnj ured 

FESSION 
- Provision of the necessary rehabili­

tation programs for injured victims 
of traffic accidents 

NODIFICATION OF Urban planning to adjust ·the patterns of traffic flow 

THE ENVIRONMENT - Control or the access of automobiles and commercial vehicles to 
specific zones of control (times and types of.access) 

AND URDAN PAT­
- Alternative means of transportation including rapid transit 

TERNS l'IIIICH 

AFFECT HIGHWAY 

SAFEff 



EXJII BIT l - 4 

TO HEUUCE. 
TO REOUCF. TIIF. NUMnER OF ACCIDENTS TIIF. SEVERITY & COSTS OF ACCIDENTS 

ntr HOVEMENTOF - Promotion or uniform laws !or signalling and traffic movement to ease 
the task or the interstate traveler 

ENFORCEMENT 
- Evaluation or the rationality or current speed restrictions and their 

PRACTICES enforcement to be followed with revision ot existing practice where lt 
is found lacking 

- Promotion or uniform enforcement fracticc throug:1 the adoption of no­
fix tickets and non-fee fines 

ADJUSTMENTOF TIIE - Provision of means to separate pedestrian movement from the roadbed 

TRAFFIC CONSIST - Education of pedestrians of the dangers of vehicle accidents 

Control or the movement of dangerous cargo movements 

- Attention to the special problems of farm equipment and motorcycles 
in the mix ot normal traffic flow 

CHANGES IN THE - Use of insurance charges and liability laws to provide an economic 
force to promote safe vehicles and driving practice 

INSTITUTIONAL 
- Encouragement of uniform lawJ and practices of enforcement 

STRUCTURETO 
- Coordination of the national effort in the highway safety field among 

P RO:,IOTE ff IGH­ both ~ove •. 1mental and non-govcrnment;il organizations 

WAY SAFETY - (~a"~es to permit free exchange or accident statistics and results of 
rcse:irch--=--.;~----------------
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ALTIRNATB REOllGANIZAnON PLANS 

Statement of the Idea 

Develop alternative reorganization plma• to improve the efficiency 

of Government transportation function•. Li•t the pro• and con• of each. 

(For example, •hould there be a new Department of Transportation, an 

Interagency Comadttee on Regulatory Policies, a Transportation Inve•t• 

ment Review Board, a Transportation Court of Appeah or a •ingl• trau­

portation regulatory body, or restructuring of the ICC to reduce member• 

•hip from 11 to 5 and make the Chairman a Pre•idential appointee.) In 

thi• connection, inventory exi•ting transportation progr ... of the 

Federal Govenment indicating what the•• programa are, major expendi• 

ture categorie•, who administer• the programa, and the probl ... th•J 

are de•igned to overcome. 

Current Federal Government Activities and Programs 

Thi• paper will couider the following alternative•: a Department 

of Transportation; an interagency National Trauportation Council; a 

Tran•portation Inve•tment Review Board; and re•tructuring the Inter• 

•tate Commerce Comads•ion. 

It i• well known that the Federal Government i• engaged in exten•ive 

transportation activities involving the expenditure of billion• of 

dollar• each year. Some idea of the •cope and complexity of the•• activi• 

tie• can be gained fr011 the attached table which li•t• the expenditure• 

for transportation by each agency for the period 1961-65. Th••• 

e.:.,enditur•• are.further cl•••ified into 5 categori•• con•i•tina of 
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research and development; capital investment; subsidy; operation; 

and regulation. The table does not include expenditures for the 

procurement of transportation, military expenditures for trans­

portation, or transportation activities of foreign aid programs. 

From the standpoint of organization, the two most significant 

categories are: l) expenditure programs promoting transportation 

and 2) the regulation of transportation. The regulatory function 

can be further subdivided into a) economic regulation and b) safety 

regulation. Generally speaking, promotional programs are vested in 

regular Executive departments and agencies whereas regulation is 

usually accomplished through independent regulatory bodies. The 

assumption is made in this paper that this fundamental distinction 

should be maintained and, if possible, made clearer through the 

elimination of operational functions in regulatory agencies. 

Organization of transportation activity in the Executive Branch 

of the Government has not been studied in a fundamental way since 

the first Hoover Commission, 1947-49. The Task Force of the Hoover 

Commission recommended the creation of a Department of Transporta­

tion. This was rejected by the Hoover Commission which recommended 

that all the major transportation programs of the Government be 

grouped in the Department of Commerce and that this grouping should 

be supervised by one of the principal officials of the Department. 

Subsequently the Civil Aeronautics Administration, the Bureau of 

Public Roads and the Maritime Administration were grouped in the 
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Department of Commerce and under organization plan No. 21 of 1950 

the Office of Under Secretary for Transportation was created. 

At the present time therefore there is some trace of structur­

ing of transportation activities in the Federal Government. Two 

major programs, highways and merchant marine promotion, are in the 

Department of Commerce under the general supervision of the 

Under Secretary for Transportation and this official also has some 

responsibility for coordinating the policies of the Executive 

Branch in cooperation with elements of the Executive Office of the 

President and such other agencies as may have specific interest. 

Otherwise there remains a wide fragmentation of activities in 

numerous departments and agencies as evidenced in the attached 

tabulation. 

Regulatory administration has been the object of a number of 

official studies. Toe Hoover Commission Task Force on Transporta­

tion recommended the creation of a single transportation agency. 

This was categorically rejected by the Hoover Commission. Regula­

tion generally was the subject of a study by the Legal Services 

Task Force of the second Hoover Commission. Their recommendations, 

adopted by the Commission, fit transportation regulation into a 

general concept of Administrative Courts following closely the basic 

doctrine of the American Bar Association. These recommendations 

were not considered seriously by the President or Congress. 
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Objectives of Proposals 

The preferred alternative for transport organization in the 

Executive Branch is the creation of a Department of Transportation. 

This was recommended in 1964 by the Presidential Task Force on 

Transportation and by the Presidential Task Force on Government 

Organization. The second preferred alternative is the creation of 

a National Transportation Council, which could also be a means of 

transition from the present organization status to a Department of 

Transportation. If a National Transportation Council is to be 

created, a parallel Transportation Investment Review Board could 

be created to give direction to a multimode investment program. 

In regulation the preferred alternative is a reorganization of 

the Interstate Commerce Commission through the reduction in its 

membership, through appointment of its Chairman by the President and 

through transfer of the safety administration functions to a Depart­

ment of Transportation or other Executive agency. The safety 

functions of the Civil Aeronautics Board, which have no relationship 

to its other responsibilities, could be assigned to the same agency 

assuming the ICC safety functions. 

A Dep~Ytment of Transportation 

While organization in and of itself is not a panacea for subst1n­

tive problems, there is abundant evidence that the existing organiza­

tional framework has been an obstacle to the accomplishment of 
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important transportation goals. Both promotional and regulatory 

responsibilities are so widely scattered that the President has no 

effective means of formulating or implementing comprehensive, 

integrated national transportation policy. There is now no focal 

point of responsibility for assuring that the United States has a 

national transportation system which makes full use of modern 

technology ~nd which is adequate to the Nation's needs in peacetime 

or under emergency conditions. 

The Department of Transportation would correct the present 

fragmentation which now prevents effective policy formulation and 

consistent administration of programs in accordance with coIImOn 

policies. The major activities dealing with operations, capital 

investment, transport research, and subsidy could be centered in 

such a department which would have approximately 50,000 employees 

and $6 billion annually in programs. It could provide standards of 

modern management for the programs and the appropriate coordination 

of transportation policies through high-level political representa­

tion and technical staff work. 

Constituents of the Department would include the present trans­

portation activities of the Department of Commerce, including the 

Office of Under Secretary for Transportation, the Bureau of Public 

Roads, and the Maritime Administration, the Office of Emergency 

Transportation, the St. Lawrence Seaway Development Corporation, the 

Great Lakes Pilotage Administration, the Federal Aviation Agency, the 
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mass transportation activities of the Housing and Home Finance 

Agency, the Coast Guard in the Department of the Treasury, the 

safety functions of the Interstate Co1IU11erceCommission, and the 

safety and subsidy functions of the Civil Aeronautics Board. It 

would appear desirable, although not essential, to include also the 

Weather Bureau and the Coast and Geodetic Survey as well as the 

aeronautical research functions of the National Aeronautics and 

Space Administration. The only exception among the major trans­

portation programs would be the Rivers and Harbors functions of the 

Curps of Engineers, which are intimately related to multipurpose 

land and water conservation programs. Here the Department of 

Transportation could provide basic standards for transportation 

evaluation in multipurpose and transportation-oriented projects. 

The Department of Transportation would not include certain 

other important transportation interests such as the antitrust 

interests of the Department of Justice, the Department of State, 

the military agencies, the Department of Labor and the Department of 

Agriculture. Insofar as these interests might be concerned, a 

process of interagency coordination would still be necessary to 

achieve completely satisfactory policy decisions. A Department of 

Transportation would have the advantage of centering transportation 

interests for prompter consideration of relationships of other non­

transportation programs. 
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The principal opposition to the creation of a Department of 

Transportation would come from the•groups whose interests can be 

identified with the separate components under the presetn organiza­

tional arrangement. These groups apparently feel that they can better 

advance their special modal-type interests before separate, non­

integ~ated governmental units. For this reason, they prefer fragmen­

tation of both promotional and regulatory responsibility. 

A National Transportation Council 

Such a cou~cil should be formed immediately as a transitional step 

in preparing for the creation of a Department of Transportation. It 

could be created by Executive Order and should have an appropriate 

secretariat located in the Office of the Under Secretary of Commerce 

for Transportation to provide full support for its program. The 

Council would include the Departments of Commerce, State and Defense, 

the FAA, the three regulatory commissions: rec, CAB, and FMC. Other 

agencies with significant policy interests in specific transportation 

problems would participate when appropriate. 

The Council would be the central point for consideration of major 

transportation policy issues, and would formulate policy recommenda­

tions to the President. It would supplant or subordinate other inter­

agency groups dealing with transportation. 

A disadvantage of the Council approach is that it would depend on 

consultation and conse~~us rather than decision to achieve its 

purposes. In itself it would not represent a solution to the majority 
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of managerial and organizational problems facing transport programs 

in the Federal Government. The Council as presently envisaged would 

include the regulatory agencies. Political problems attend the 

mixing of regulatory and other governmental functions in common 

consideration of policy, but it would be possible for the representa­

tive of a particular regulatory body to refrain from participating in 

considerations of any matter before it for decision. 

A Transportation Investment Review Board 

The immediate creation of a National Transportation Council would 

make it unnecessary to establish a separate Investment Review Board. 

The Transportation Council, and later a Department of Transportation, 

would provide a systematic review of all transportation budgets to 

assure conformity with overall policy decisions as established by the 

President and the Congress and set out in Bureau of the Budget direc­

tives. The Council, and later the Department, would review all major 

transportation projects, such as new navigation works proposed by the 

Corps o= Engineers, major highway programs of the Bureau of Public 

Roads or substa~tial additioI\5 to the airways system. With the 

responsibility for these functions centralized in this way, the Bureau 

of the Budget would then be in a position to carry out its normal 

review process of the transportation area on a comprehensive basis. 

This has undoubtedly been difficult to accomplish in the past because 

of the absence of a mechanism for comprehensive transportation policy 

formulation and implementation. 
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Reorganization of the Interstate Commerce Commission 

The ICC is the only transportation regulatory agency with 

responsibility for more than one mode of transportation. Its program 

is complex and far reaching. Its organization is more intricate and 

larger than the other two regulatory agencies. 

It is questionable whether the presence of ll Commissioners con­

tributes to the overall efficiency of regulatory actions. The 

Commission is split up into several divisions which make basic 

regulatory decisions. Often divisional decisions are appealed to the 

full Commission. 

The Chairmanship of the Commission rotates each year on the basis 

of the relative seniority of the members. 

In the past five years two fundamental reorganizations of the ICC 

have taken place. Earlier, about 1950, another reorganization 

centralized management of the ICC in a Managing Director. Bureau 

structure in the ICC has been simplified while numerous detailed 

matters have been delegated for decision to "Employee Boards," now 

numbering 21. The full Commission now hears appeals from Divisions 

only on cases ''having general transportation importance." 

These reorganization steps are good beginnings and the results 

have been effective in terms of better flow of work. Nevertheless, 

they have not removed the basic defects causing problems in the first 

place: 1) lack of leadership due to a rotating chairmanship and 2) too 

numerous membership--more than double the CAB or FMC. Because of 
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these basic weaknesses, the pressures for such reforms as have 

taken place have come from Congressional Coumittees and the 

Bureau of the Budget, or have been the result of agitations by 

private interests. 

A smaller group of from 5 to 7 members with a Chairman appointed 

by the President could be more effective in providing policy and 

organizational leadership in regulatory work. 

A principal obstacle to this proposal is the political opposi­

tion. ICC is very influential in Congress and has defeated basic 

organization proposals in the past, although as a defense the 

Coumission has sometimes adopted reforms under the pressure of outside 

proposals~ There would be a short transitional problem in reducing 

the membership while unexpired terms remained. 

Transfer of Safety Function in ICC 

The ICC admini~ters a scattered group of laws relating to railroad 

safety. It also is responsible for promulgating safety regulations 

for motor carriers including private and otherwise exempt motor trans­

portation. 

Railroad safety administration, as far as it goes, tends to be 

rather complete, and has been under severe criticism as being under the 

influence of particular labor interests. Motor carrier safety on the 

other hand is a very fragmentary effort in spite of the more compre­

hensive authority. No more than 100 safety personnel attempt to 

regulate all the motor carrier industry. 
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The disadvantages of transferring the safety function -re 

mainly political--the vested interests of those who have become 

accustomed to ICC regulation.of safety. Some organizational prob• 

lema could follow such a transfer, particularly field offices which 

are now integrated into the ICC field set-up. 

Other Alternative Means 

With respect to the Department of Transportation, no other Depart• 

mental configuration was considered other than a transfer of functions 

to the Department of CoD1Derce. This was not.accepted. Essentially, 

this was the system proposed by the Hoover Conmission in 1949. It 

has been sufficiently tried, and has not proven effective. There is 

a basic conflict of interest between promotion of business and 

.
economic development generally and the active promotion of one segment-• 

transportation. There are also organizational disadvantages to the 

Commerce approach. The Department of Transportation would be a large 

organization. The addition to Commerce of its constituents would 

distort further the organizational arrangement and budget of the 

Conmerce Department. 

The concept of a single regulatory agency was considered and was 

generally accepted as being both logical and desirable as a longer­

term objective. There is·little doubt that advances in technology 

in all modes and changing patterns within the domestic and international 

economy will require regulatory considerations of broader scope in the 

future. There will have to be greater emphasis on planning associated 
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with the regulatory_ process, and intermodal relationships will take 

on increasing importance. 

While the basic idea has merit, time would not permit a full 

analysis of it. Moreover the ICC would be a most important segment 

of the new agency, which would therefore inherit much of the present 

defect in the ICC organization. Priority, therefore, demands a solu• 

tion to the ICC problem prior to serious consideration of a single 

regulatory agency for transportation. Once the reorganization of the 

ICC is accomplished, the climate for consolidation may be improved. 



StNtARY RO. 1 

PIDIRAL CIVD.IAR TRANSPOllTATION P~ 
UCAPITULATIOlfOf TOTAL OBLIGATIONS FOil TtWISPOllTATION 

Obligation• !froa the Bud&!t) 
(million• of dollar•) 

I• t iaa ted in 
Actual 1966 Budet 

R•••arch and Developmnt 
Safety 

Other 

Subeidiee 

Capital Inve•t-nt in 
Transportation racillti••~ 

Direct inveetant 

GranU•in•aid 

Operation of Tran1portatlon . 
racilitie1 

Regulation 
Safety 

Other 

1961 

2,1 

323.5 

437.5 

I • 

543.9 

2803.9 

857.2 

64.0. 

31.3 

1962 1963 1964 1965 

$ 6.3 $ 8.3 f 6.3 • 9.7 

346.0 387.5 396.9 455.l 

348.7 395.7 369.4 421.8 

499.2 520.8 569.4 699.7 

2921.0 3136.2 3629.7 3822.1 

901.0 963.6 1072.1 1140.6 

73.8 83.1 90.0 96.4 

33.0 36.0 41.0 45.2 

Total obli1ation1 for 
trauportatlon $5063.4 $5129.0 $5531.2 $6174.8 $6690.6 



SUMMARYNO. 2 

FEDERALCIVILIAN TRANSPORTATION PROGRAMS 
TOTAL.OBLIGATIONSFOR TRANSPORTATION 

(millions of dollars) 

Estimated in 
Agency 1966 Budget 

1961 1%2 1963 1964 1965 

Dept. of the Army, Corps of Eng. $ 341.8 $353.7 $362.0 $379.5 $ 446.8 
AEC 8.9 9.6 7.7 5.5 2.3 
CAB 88.0 91. 9 92.2 97.1 97.9 
De~t. of Commerce 3195.0 3235.0 3507.3 3985.2 4174.7 
NC':t'A 0.2 0.9 2.6 0.5 17.2 

D. C. Government 21.5 16.7 19.8 10.0 21.3 
Department of Defense 303.3 295.8 280.0 317.9 320.8 
FAA 667.5 656.1 734.3 763.8 853.4 
Federal Maritime Comm. 1.0 1.3 2.2 2.6 2.9 
GSA 51.8 57.6 

HHFA 0.3 15.3 22.6 8.9 70.0 
Dept. of Interior 82.5 77. 7 77 .4 87.7 100.9 
ICC 21.4 22.1 23.5 24.7 26.8 
NASA 0.2 2.2 25.5 33.7 34.2 
Nat'l Mediation Board and 

National RR Adjustment Board 1.5 1.8 1.9 1.9 2.0 

. Office Dept. 17.7 12.7 19.3 27.1 19.8 
~1" ... of State 3.5 3.9 2.3 3.9 2.8 
St. Lawrence Seaway Dev. Corp. 5.3 4.4 5.0 5.9 6.3 
Treasury Dept.-U.S. Coast Guard 267.2 281.6 305.4 326.3 382.5 
TVA 9.8 21.1 13.3 12.8 11.1 

Thatcher Ferry Bridge 1.0 l.6 0.5 !_/ !.I 
Canal Zone Government 25.8 23.6 26.4 28.0 39.3 

Total Obligations for Transportatio1$ 5o63..4 $s129. O $5531. 2 $6174 .8 

!./Negligible, less than 0.5 
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TRANSFORTREGULATION 

Statement of the Idea 

Develop alternative proposals to achieve greater flexibility in 

the regulation of t~ansport rates, routes, operating authorities, entry 

and exit (abandonment of lines and discontinuance of service), 

• 

and 

mergers. Consider the economic impact of proposed changes on both 

carriers and shippers. 

Current Federal Government Activities and Frograms 

The Executive Branch of the Government has for sometime been 

interested in liberalizing regulation. The Message of President Kennedy, 

dated April 1962, proposed an extensive program of amendments to the 

Interstate Coumerce Act. These amendments were predicated on equaliza­

tion of the impact of regulation, such equalization to be-accomplished 

in the direction of deregulation. The Kennedy Message proposed a limited 

extension of the agricultural and bulk coumodities exemptions to all 

modes of transportation. Where minimum rate regulation was to be 

eliminated, the antitrust laws would have applied to such exempted trana­

portation. In addition to this fundamental proposal, the Message con• 

tained numerous miscellaneous items, many of them concentrating on 

enforcement of economic and safety regulation. Many of these provi-

sions will be enacted into law through the recent approval by Congress 

of H.R. 5401. No action was taken on the rate proposals, in spite of 

extensive consideration in Congress. 

The Eisenhower Administration had a similar program in 1955 and 

1956 concentrating on amendments to the rule of rate-making. Part of 

this program was eventually enacted in the Transportation Act of 1958, 
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which provided that rates of one form of transportation should not be 

held up to protect the traffic of another mode, giving due considera­

tion to the objectives of the National Transportation Policy. 

From August through December 1964 a Special White House Task Force 

considered the regulatory issue and issued a report strongly recoumend­

ing widespread deregulation of transportation. 

All of these proposals for deregulation face strong political 

opposition from the carriers being regulated, particularly motor carri­

ers and water carriers. Air carriers too strongly support comprehensive 

regulation of their industry. Carrier interest in regulation stems from 

its effect in limiting competition. Only the railroads, among the 

carriers, support liberalization. In addition to this opposition, 

regional producing interests oppose any amendments to the Interstate 

Commerce Act which might threaten their vested interests in railroad 

rate relationships. Various regional port authorities have ilmilar 

policies. 

Ob1ectives of Proposals 

The approach taken in this paper is to follow the ·philosophy of 

the Transportation Task Force where they stated a "need,to.move gradually 

toward more liberalization in rate regulation due to increased competi­

tive situation." This philosophy might also apply to control of entry 

and other aspects of regulation. 

Rather than put forth a comprehensive program to deal with all 

aspects of the regulatory structure and to revamp it, there ia proposed 

a small selective liat of amendments which would have the effect of 
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starting the process toward a mbre liberal type of regulation. At 

the same time these selective measures would make it possible to 

test the results of limited liberalization in practice. 

These proposals could also work well in ~onjunction with the 

proposed reorganization of the Interstate Commerce Commission. 

Generally a smaller, better organized Commission would delegate it• 

regulatory powers extensively to various employees and employee 

boards. Considering the vast workload of the Comnission, a great 

majority of decisions should be made on the basis of prima facie 

evidentiary showings, rather than a complete adjudication procedure. 

Prima facie evidence would be founded upon standard forms and regula­

tions promulgated by the Commission to implement a liberalized 

philosophy. Reinforcing this selective regulatory program would be a 

program of participation in cases before the ICC (and other regula-

tory bodies) by agencies of the Executive Branch. Increased participa­

tion by the Executive Branch is desirable under any of the proposed 

organizational arrangements. Under the present organization, the Office 

of the Under Secretary of Commerce for Transportation plans to carry out 

this function. It would be continued by a Department of Transportation. 

1. Remove the procedural difficulties in cases involving the abandon­
ment of freight service on branch lines and discontinuance of freight 
service at low density stations. 

In 1958, the Congress enacted legislation to provide more lenient 

procedures in discontinuing passenger service. Similar procedures should 

be available to abandon costly and unproductive branch line• and low 
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I 

density stations. Losses incurred tend to hold up rates on more produc• 

tive segments above what they could be. Railroads would favor the 

proposal. Truckers and waterway operators would not be opposed. Big 

shippers would be favorable. Opposition by labor can be met to a large 

extent by a ·job protection provision through attrition, a principle now 

generally accepted by the railroads. Opposition by comnunities poten• 

tially affected can be met to a large extent by a provision guarantee­

ing through origin to destination service including required rail-truck 

rates to the extent necessary. 

2. Amend the rule of rate-making to specify that the ICC. in prescrib­
ing just and reasonable rates, must give due consideration to the cost 
advantages of technological and service innovations. 

This would be equally applicable to all modes of transportation and 

its primary purpose is to stimulate service innovations. It is con• 

sistent with recent Supreme Court decisions and the Administration's 

action more than two years ago to liberalize depreciation allowances for 

transportation equipment. 

It aLso would emphasize a definite trend that coat is more of a 

governing factor in rate-making than value of service (i.e., value of 

the commodity carried). It would give additional legislative emphasis 

to the provision that rates of one carrier should not be held up to 

protect the traffic of another mode. 

Railroads would favor the proposal. Truckers may be more skeptical 

but their initial reaction is generally favorable. Waterway operators 

may oppose it because of their recent experience with the "Big John" 
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case in which Southern Railway sought to cut feed grain rates by 60 per• 

cent through the use of big, new cars coupled together in units of 

five. Labor is not expected to oppose and shippers generally will favor 

it. 

3. Repeal the "Rule of Three" for exempt commodities carried by unregu• 
lated water carriers and allow regulated carriers to move exempt 
commodities in mixed tows. 

This would have the effect of parti~l deregulation because it would 

allow unregulated water carriers to haul any number of bulk conmoditiea 

in a tow consisting of as·many barges as possible. They now can carry 

only three exempt bulk commodities. It also would allow regulated 

carriers to haul both exempt ~nd regulated commodities in the same tow. 

They now can carry only regulated commodities and if they haul exempt 

bulk commodities, they must charge published rates. This would provide 

for more-efficient operation by both regulated and unregulated carriers. 

The waterway operators and shippers would favor this proposal. 

Truckers would not oppose although their position generally is against 

deregulation. The railroads did not object to this idea previously, but 

may oppose it if the Administration does not recommend deregulation 

legislation more directly affecting them. 

4. Remove the restriction which limits the definition of exempt bulk 
commodities to those actually carried up to June 11 1939. 

This would remove an artificial barrier which fails to recognize 

growth of the economy and changing technology. 

Removal of the restriction would permit the movement of several 

commodities, particularly chemicals and chemical products, without regu­

lation. 

The unregulated waterway carriers would support this legislation. 
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Regulated carriers would oppose. Trucking would neither support 

nor oppose. The railroads would oppose. Shippers would ta:,or·1t. 

5. Q_reate a Joint Board of the ICC-CAB-FM:: to consider through 
routes and joint rates. 

This Joint board proposal was first advanced in the Kennedy 

Message of April 1962. The Conference of the three regulatory 

Chairmen has accepted this principle and has drafted a bill and 

put it into effect. Thia bill should be incorporated in the 

Adzn1nistration' s Leg1.slat1 ve program. 

A Joint board would consider only voluntary subm:1.ttals of 

through routes and Joint rates by transportation modes regulated 

separately by two or more of the regulatory agencies. It would 

meet a need tor better transport coordination. It would provide 

a boc:cy of experience tor f'urther development ot regulatory coordina­

tion. 

~6. Amend Federal Aviation Act to Provide for Regulation ot Rates 
and Practices of domestic and foreign air carriers in international 
transportation. 

This proposal is 1n conformity with the Statement ot Inter­

national Air Transport Policy approved by the President 1n 1963 

which recommended that the Civil Aeronautics Board be gi.ven authority, 

subject to the approval ot the President, to control rates 1n inter­

national air transport to and fran the United States. Some foreign 

governments unilaterally control rates of u.s. carriers, but the 

United States lacks macb1nery to control rates ot foreign air 
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carriers. Pro:f'its of u.s. carriers have reached levels which may 

justity lower tares, but due to lack of means to control the 

mechanisms of international fare determination, the attainment 

o:f' lower fare structures has proven difficult. The public interest 

of' the United States requires a measure of governmental authority 

in this area now entire~ under the control of international air 

carrier associations insofar as U.s. carriers are concerned. 

Other Alternative Means 

Another alternative is to present legislation changing the 

entire scope and character of regulation. Possibilities along tbia 

line of approach might include,: 

1. Complete deregulation of trucking, or the motor carrier 
industry gener~ ,· including both bus and truck carriers. 

2. Complete deregulation of intercity surface passenger 
transportation. 

3. Substantial revision of the scope of regulation ot air 
transportation incbld:ing the possibility of substantial 
deregulation. 

4. Removal of regulation in whole or pa.rt tran certain 
classes of freight traffic, notab~ agricultural and bulk 
commodity traff'ic already exempt in motor and water transportation. 

In addition to these 1\mdamental proposals, numerous specific 

items were considered. 

In the case of :fundamental changes in the character of 

regulation, it was believed that, based on past experience, neither 

leg1slators nor the public appear willing to consider such 

legislation tavorab~. Moreover, a long, extensive listing o'f 
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legislative proposals has the ef'f'ect of confusing legislators 

and providing added opportunities tor additional interest groups 

to becazae involved. 
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FEDERAL-AIDHIGHWAYFINANCING 

Problem Area 

.The Federal share of the cost of the Federal-aid highway program 

has been paid from the Highway Trust Fund since the establishment of 

this fund by the Congress in July 1956. The Highway Trust Fund is 

supported by revenue collected from highway users in the form of fuel 

taxes--gasoline, diesel, and special motor fuela; tire and tread 

rubber tax; taxes on trucks, truck trailers and buses; and gross weight 

vehicle taxes. 

The Highway Trust Fund as now supported by existing revenue 

measures is capable of fin~ncing a $1 billion annual Federal program 

for the development of highways under the regular primary, secondary 

and urban programs (ABC programs); and, in addition, providing for a 

Federal share of $37 billion for the construction of the Interstate 

System under authorizations in this amount through Fiscal Year 1971 

approved by existing legislation. Thirty-seven billion dollars was 

the original estimate of the Federal share of the cost of building 

the Interstate S~stem. 

The new estimate of the cost of completing the Interstate System 

was submitted to Congress in January 1965. This estimate, based on 

1963 unit prices, shows the Federal share of the cost of the Interstate 

System to total $42 billion, ·an increase of $5 billion above the amount 

now authorized by Congress and pr~vided for in the revenue measures 

supporting the Highway Trust Fund. 
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Discussion and Proposed Legislation 

The suggestion has been made that consideration be given to 

"including differ~ntial charges to reduce traffic peaking in congested 

urban areas" as a source of additional revenue needed to finance the 

Federal-aid highway program. 

This idea should not be considered for Federal legislation at 

this time. Those plans for differential charges that have been 

proposed are based on direct toll or similar charges closely related 

to traffic operations and administered by State or local authorities. 

Because of the close relationship of the peaking problem to local 

conditions, consideration of peaking charges should be confined to 

local administration. Direct Federal charges appear to involve great 

practical difficulties and would engender political problems. 

The merits of the idea itself have been considered by Committees 

of the Highway Research Board of the National Research Council and 

a report issued in 1964. The report recommended against such charges 

on the basis of practical traffic engineering and highway service. 

The new estimate submitted to the Congress shows that the Federal 

share of completing the Interstate System will be $5 billion more 

than previously estimated. The added· funds are needed because of 

increased construction costs, additional design features, and the 

requirement that highway capacity be based on estimated tra~fic 2<L 

years in the future rather than on the traffic anticipated by 

calendar year 1975. 

Existing user taxes will provide almost $2 billion of the 
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increased cost. Th~ leaves ap~:oximately©llion to be raised 

by extending these taxes beyond the present expiration date or by 

increasing some of these taxes or both. The Administration's program 

recomrr.ended that the date for reduction of the taxes earmarked for 

the Highway Trust Fund be extended from September 30, 1972 to ~t10111'1t+ 6t-7us,. 
op No>J-

February 28, 1973. 11..e{N)e,-rt.o/J 

Unless some increase is provided in current revenues to the 

Highway Trust Fund, a number of States will be required to cut back -
sharply on their construction programs. The Bureau of Public Roads 

submitted to the Congress in preliminary form in 1961 and in final 

form last year a cost allocation study showing costs assignable to 

the various classes of highway users. The Bureau's studies- clearly 

show that heavy trucks are not paying fully for the additional cost 

of heavier pavement and other desi n features needed to carry them. 

It is recommended there be additional user taxes on heavy trucks, 

estimated to yield about $200 mil~ion annually until 1973. Specific­

ally, these recommendations are: (l) that the excise tax on highway-diesel fuel--be raised from 4 to 7 cents per gallon; (2) that the 

present truck use tax be increased from $3 to $5 per thousand pounds 

on trucks having a taxable gross weight of more than 26,000 pounds; and 

(3) that the tax on tread rubber, largely affecting heavy trucks be-
increased from 5 to 10 cents per pound. 
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Alternate Revenue Proposals 

The financing proposal discussed above is the Administration 

proposal for legislation to supplement revenues now accruing to 

the Highway Trust Fund. These proposals, if enacted,W>uld provide 

sufficient revenue to comple·te the Interstate System by March 1, 

1973, and at the same time finance Federal aid for primary, 

secondary and urban road expenditures at a continuing level of 

approximately $1 billion per year, on the basis of the 1965 

Estimate, without provision for escalation of any amount above the 

1963 unit price level, and without provision for program additions. 

These proposals were the result of much study, but the passage of 

time has introduced factors that make it desirable to ex.amine the 

merits of possible alterriatives. 

One of these factors is the decision to lay greater stress on 

aesthetic values, which in many cases will incur costs greater than 

those included in the 1965 Estimate as being required for functional 

adequacy. Among such additional costs are those for right-of-way 

easements for scenic overlook areas,. landscape features, added safety 

rest areas, etc. 

Another factor is the necessity to provide for the increasing 

trend in highway construction costs, which was specifically not 

inciuded when the 1965 Estimate report was submitted to Congress and 

was r.~~ ir.cluded when the present Administration proposals were 

formulated. Any examination of alternatives to the Administration's 

current legislative proposals should consider providing the added funds 

needed to cover the price trend effects as they now appear. As an 

' 
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illustration of the effect, an increase in costs of about two per­

cent per year for the remainder of the program, will result in an 

increase of about $2.5 billion.-It may appear impolitic to present the total possible additional 

cost represented by these factors, but the alternative is to face 

them one-by-one, while being unable to deal conclusively with some 

problems on account of the financing uncertainties. 

There is every indication that the present highway program, i.e., 

completion of the Interstate System plus a continuation of regular 

program apportionments at approximately $1 bil~ion a year will con• 

tinue, and be supplemented ·or modified by aesthetic considerations 

that will tend to require expenditures not previously provided for. 

A rough approximation of the funds needed above those anticipated 

under the current law follows: 

To provide $1 billion per year for the primary, secondary 
and urban program, and complete the Interstate System 
September 30, 1972, with no provision for increase in price 
trend in highway costs .......•..•.••.••• $3.l billion 

To provide for additional costs of a highway beautifica-
tion program (rough approximation) ..•••••.••.• $1.0 billion 

To compensate for long-range changes in highway costs . . $2.5 billion 

The total of these is ....•....• . . . . . . $6.6 billion 

A logical source of additional revenue to the Highway Trust 

Fund is the Federal excise tax on new automobiles. It is estimated 

that this tax will yield $3.l billion between January l, 1966 and 

September 30, 1972, when the Trust Fund is scheduled to terminate 

under present law. The automobile tax also offers an excellent 
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combination of identifying source of revenue with purpose of 

expenditure, thus giving it a high degree of political acceptabil­

ity; further, it is an existing levy, thus avoiding the imposition 

of an additional tax. In this connection, it should be noted that 

the tax on trucks has remained at 10 percent, and that all of it goes 

to the Highway Trust Fund. There would be no question of automobiles 

receiving worse treatment than trucks, with respect to new vehicle 

taxes. 

The Administration has proposed a three-cents per gallon "diesel 

differential" to allow for the fact that diesel-powered vehicles use 

substantially less fuel th~n comparable gasoline-powered vehicles in 

similar service, and to bring the tax payments of heavy vehicles into 

better balance with the highway costs attributable to them. 

There is no doubt that the Administration's proposal on this will 

face strong and determined opposition. Some consideration should be 

given to an alternative proposal of a surtax of two cents per gallon 

rather than the three cents originally proposed, although this would 

do little to modify the political opposition. The two cents surtax 

is estimated to yield$ .6 billion between January 1, 1966 and 

September 30, 1972. 

The combination of the revenue from the tax on new automobiles 

(which is reduced by stages until it remains at one percent after 

January 1, 1969), plus the two cents diesel differential would yield 

$3.7 billion between January l, 1966 and September 30, 1972. 
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By the time the Trust Fund is now scheduled to terminate, the 

tax rates now in effect are expected to be yielding approximately 

$375 million per month, and increasing. A straight time extension 

to bridge the $6.6 billion gap discussed above, and at the same time 

continue the ABC programs at $1.0 billion a year, would require about 

23 months. 

If it were decided to put all of the tB;X on new automobiles into 

the Trust Fund beginning January l, 1966, but not to alter the 

progressive reduction of the rates that the Tax Reduction Act of 1965 

provides, the $3.l billion additional revenue would reduce the addi­

tional funds needed from $6.6 billion to $3.5 billion. The proceeds 

of two cents a gallon diesel differential imposed January l, 1966, 

would provide another $.6 billion, further reducing the amount needed 

to $2.9 billion. If this were the only new legislation, it would 

be necessary to extend the life of the Highway Trust Fund approximately 

10 months to permit completion of the Interstate System. 

Another alternative would be reduction of the excise tax on new 

automobiles to 5 percent effective January l, 1966, and continuing 

at that rate. The $6.8 billion revenue thus realized by September 30, 

1972, would cover the $6.6 billion deficit. If the $.6 billion yield 

from diesel differential is applied, it will provide a small margin of 

safety, and give greater assurance of completing the Interstate System 

on schedule. 

In considering alternatives to the existing proposals for highway 

revenue it must be borne in mind that highway beautification program 
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costs, and any increase in costs resu1ting from increased price 

trends will result in a ::f'urther delay of the completion ot the 

Interstate System unless financing for these is pronded. 

The $6.6 billion gap in Federal aid financing will be offset 

to some extent by savings in short but very expensive segments ot 

the Interstate System that will not be built in certain metro­

poll tan areas . The amount of this offset is indeterminate at 

the present time but may well be in the range of $l - 2 billion. 

The attached chart shows the possible ;y1e1d ot various taxes 

for the period January 1., 1966.,through September 30, 1972. 



ESTD,ti\TED REVENUE FROM FEDERAL EXCISF.S 011/,l1JG«)BILES AUD DIESEL }'UEL 

AT SELreTED RATm., FISCAL YEAR 196(,-1973 

Bigl1~ay Statistics 
(Millions ot dollars) 8/27/65 

EXCISE OU AUTO:t.OBILES EXCISE DIESELOil HIGHWAY 
(per gallon) 

PRESEH'l'LAW.,BUTHOLDPRESENTLAW 1-PERCmr 1-cmr 2-CEN'l' 3-:-Cllrl'S
AT 2-PERCEN'l'!/ 

CUMU• Ctl.nJ- Ctl•nJ- CtMJ- w.ru- CUMU-
AHNUAL >.mruAL ANNUAL ANNUAL AHHUAL AUinJAL

LATED LATED LATED LATED LATED LATED 

6 months 
to.6/y,/66 622 622 1oi. 1oi. 622 622 32 32 

1967 91 .. 1.,536 188 292 911J 1.,536 ll2 120 168 

1968 552 2,088 193 "85 552 2,088 ,2 196 12'>. 294 

1969 283 2,371 198 683 2,1'84 11'2 88 132 42)

" 
1970 203 2,574 203 Jio1 2,885 .. 1 189 91J 141 567 

1971 2,782 1,094 ,12 3,297 ~9 -98 '76 147 11i. 

1972 212 2,994 212 1,3()6 ,21 3,718 52 1oi. 156 870 

1973 
3 mntbs 3,C>r.8 1,360 108 3,826 12 302 

Total 3,°"8 1,360 3,826 

!/ Instead or being reduced to l~ ctrcctivc Jt111.1, 1969.,tl1e automobile excise tax wuld remain at :!/,. 
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HIGHWAYTOLL FACILITIES 

Statement of the Proposal 

Submit draft legilsation giving Department of Coumerce. 
authority to regulate construction and toll rates on toll bridges 

and tunnels on interstate river crossings. 

Current Activity 

Interstate bridge and tunnel tolls are regulated sporadically 

by the Corps of Engineers. Corps of Engineers approval of bridge 

construction plans is confined to the interests of navigation. 

Toll authorities often restrict the parallel construction of free 

bridges, and in some cases, notably at Easton, Pennsylvania and 

Phillipsburg, New Jersey such restrictions hamper the development 

of an important Interstate highway route. 

The Department of Commerce has completed a etudy of the over­

all problem and has prepared draft legislation. 

Objectives of the Proposal 

The proposal would make accountable to a public entity the 

financing and construction of bridges and tunnele, now often 

vested in autonomous bridge authorities often under the domina­

tion of financial interests or other self-perpetuating groups. 
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Alternatives Considered 

1. Retain authority in Corps of Engineers but strengthen. 

The Corps has shown little interest in this function 
and, so long as its control over navigational aspects 
were protected, it would probably approve the assumption 
by Commerce. 

2. Provide limited authority to set aside toll compact• 
when they interfere with Interstate highways. 

This only meets part of the problem, which is eaaen­
tially a lack of responsibility of groups governing 
important interstate routes. 
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AVIATION AND WATERWAY USER CHARGES 

Statement of the Idea 

Address the user charge question, particularly aa it relate• to 

the Federal airways and inland waterways, conaidering the relationship 

of these charges to the coat of the facilitie• and the benefit• to 

various classes of users. 

Current Federal Government Activities and Programs 

User charges are an accepted part of Federal policy in every 

governmental area. A definite Congressional policy is stated in Title 5 

of the Independent Offices Appropriation Act of 1952 which authorize• 

all Federal agencies to assess special beneficiaries unless there is 

another statutory provision to the contrary. 'lbere is also a long­

standing user charge policy evidenced in Budget Bureau Circular 

No. 58-3, dated November 13, 1957. 

In the transportation field the Federal Aid Highway Act of 1956 

places the entire Federal highway aid program on a user charge basis. 

This enactment provides that no Federal-aid financing can exceed the 

resources of the Highway Trust Fund. Aviation is charged 2 cents per 

gallon on gasoline. In addition a 5 percent tax on passenger tickets 

is considered to be a user charge partial payment for Federal airway 

services. No user charges or tolls are levied on inland waterways 

where tolls are prohibited by statute (Rivera and Harbors Act of 

1884). 

'lbe following transportation expenditure• were incurred in the 

three major programs during fiscal year 1964: 
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Federal Aid Highways $3,588 million 

Aviation Construction, Maintenance and 
Research and Development $763 million 

River and Harbor Improvements $379 million 

The President in his message on excise taxes and user charge•, 

dated May 17, 1965, reconmended the following uaer charge program: 

For aviation 

Enact a new tax of 2 cents per gallon on jet fuel to 
equalize the present 2 cent tax on aviation gaaoline. 

Provide 
by gener

a 
al 

tax of 4 cent• 
aviation. 

per gallon on all fuel• uaed 

Enact a tax of 2 percent on air freight waybilla. 

For inland waterways 

Enact a 
shallow 

tax of 2 cents per g
draft water services. 

allon on diesel fuel uaed in 

Objectives of the Proposals 

These proposals are designed to make existing user tax programs more 

truly compensatory and more equitable in terms of relationship• of 

different beneficiaries and the costs assignable to them. The aviation 

program is based on the theory that the present taxes recover only a 

part of the Federal cost assignable to conmercial and general aviation. 

The proposed airway charges would result in virtually full recovery of 

the ,costs allocable to com:nercial aviation, but would recover only 

approximately 8.5 percent of the coat• allocable to general aviation. 

The waterway proposal ia deaigned aa an initial levy in a field not 

covered by uaer chargea. It i• purpoaely aet at a low level to avoid 
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disruption of the industry, to avoid unusual adminietrative problems, 

and to achieve partial recovery of coat. 

No unusual administrative problems appear to be present in either 

tax proposal. The excise tax system of the Treasury will form the 

basis of administering the user taxes. 

Increased fuels and other taxes on carrier operations will 

generate pressure for higher fares or rates which may or may not be 

approved by the regulatory authori~ies. In any event the carrier• 

will have the burden of presenting their caee to the regulatory 

agencies following enactment. This problem can be avoided if the t&x 

is levied on the passenger or shipper as is the caee with the present 

5 percent tax on airline fares. 

Other Alternative Means 

Two alternative policies exist to meet the situation in aviation 

and waterways: continue·to finance the programs from general revenue• 

or develop alternative charge systems, particularly direct tolls and 

charges. 

General fund financing of transportation.is against governmental 

objectives as stated in messages of the President and Congressional 

enactments. Moreover, with some financing accomplished through user 

charges and other financed through general fund appropriations, there 

is inequity among programs. Generally, user charges enable the costs 

of public programs to be reflected in the prices paid by the public and 

thereby present a competitive situation -kin to free market operation•. 

Direct charge systems have advanta~es over indirect charges in that 

a more precise relationship between service benefits and cost• can be 

https://transportation.is
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established in the financial policy. On the other hand, they are more 

costly and difficult to administer. The public ie familiar with 

indirect levies and they face less political opposition. Thie ie pa~ticu• 

larly true in the inland water field where the "no-toll" tradition ha1 

great political appeal. 

In the aviation proposals, an alternative approach would be to 

increase the taxes on airline fares and freight waybille to avoid 

certain carrier problems with regulation rates and fatts. Increased 

fares and rates due to cost increases must be approved by the CAB. 

On the other hand, taxes paid by the passenger and shipper need not be 

approved to be reflected in ~barges to the public. This alternative 

should be seriously considered as a compromise, 1ince the 1ame objec• 

tives can be achieved in this way and some carrier oppo1ition may be 

avoided. 
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HIGHWAY BEAUTIFICATION PROGRAM 

Statement of Problem 

Both billboards and junkyards profusely litter our highway 
roadsides. A recent survey reveals that there are 17,700 
junkyards along 265,000 miles of Interstate and Federal-aid 
primary highways. Though no count is available, billboards 
appear to be even more numerous. The objective is to 
control the number, placement, and visibility of both junk­
yards and billboards along Federal-aid highways. 

Because driving for pleasure is the most popular form of out­
door recreation today, the need is urgent to develop a 
national program of scenic roads and parkways. 

Current Activity 

Junkyard Control -- Present law provides no control 
over the maintenance of junkyards along Federal-aid highways. 
The proposed bill provide~ that after January 1, 1968, no 
Federal-aid highway funds shall be apportioned to any state 
which has not made provision for effective control of junkyards 
along the Interstate and primary systems. Effective control 
means the removal or screening from sight of any junkyard 
which is within 1,000 feet of the pavement edge and visible 
from the main traveled way of the system. Junkyards would 
include automobile junkyards and other places where scrap, 
garbage or trash is stored or disposed of. Any Federal aid 
withheld from a state under the bill would be reapportioned 
to the other states. 

Billboard Control -- Present law provides that 
states which agree to control advertising along the Interstate 
system shall receive a Federal bonus payment of one-half of 
one percent of construction costs of highway segments subject 
to advertising control. The control required relates to 
outdoor advertising within 660 feet of the edge of the 
right-of-way and visible from the main traveled way of any 
part of the Interstate System, except where the right-of-way 
was acquired prior to July 1, 1956, or the adjacent property 
is zoned commercial or industrial. The law expired July 1, 
1965. 
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Present law has proven ineffective. It is wholly 
voluntary with the states, and despite the fact that various 
exceptions are permitted under it, only twenty states have 
entered into agreements under it. Of these only eight have 
actually carried out the agreements, with respect to a total 
of 183.4 miles of highway. Bonus payments have totalled less 
than $450,000. Present law has also proven to have serious 
administrative defects in connection with the exceptions. 

The proposed bill provides for a prompt but orderly 
transition to mandatory billboard control along the Interstate 
System and that portion of the primary system which is not 
zoned cqmmercial or industrial. It specifies that after 
January 1, 1968, states must not allow advertising signs to be 
maintained within 1,000 feet of the nearest edge of the pave­
ment if they are visible from any part of the highway. There 
are exceptions for directional and other official signs, for 
"on-premise" advertising (i.e., signs advertising sale or 
lease of the property on which they are located or activities 
conducted on such property), and, until July 1, 1970, for signs 
in existence on April 15, 1965. "Off-premise" advertising 
(i.e., institutional or name-brand advertising) would not be 
permitted within the controlled area, but states would be 
able to supply maps, informational directories, and advertising 
pamphlets at safety rest areas. They could also establish 
information centers at such areas, with the approval of the 
Secretary of Commerce. 

Scenic Roads and Parkways -- Last year, the 
Recreation Advisory Council asked the Department of Commerce 
to undertake an extensive study of a national program of 
scenic roads and parkways. The Council consists of the 
Secretaries of Agriculture; Commerce; Defensej Health, Education, 
and Welfare; Interior; the Administrator, Housing and Home 
Finance Agency; and the Chairman, Tennessee Valley Authority. 
A study manual was developed; states and Federal agencies 
submitted a considerable volume of data, which have been 
analyzed and evaluated by a small study staff. The study is 
nearing completion and will be presented to the Council at 
the end of September, 1965. -
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The final report will contain much material on 
all phases of a possible national program of scenic roads 
and parkways. Included will be a rationale for such a 
program; its many economic, health, safety, and other 
benefits; examples of state and Federal projects involving {U;~ 
scenic roads and parkways; discussion of the landscape, ~ ~ 

engineering and aesthetic aspects of the problem; planning P. • 
and research elements; the characteristics of the "universe"~. 
of materials presented; two different-size programs proposedr--r 
for consideration; alternative methods of financing the 
program; suggested legislation; and other related aspects. 
In short, it will be as complete a treatment of ·the subject 
matter as could be done in the year in which the study was 
done. 

It is assumed that this matter will be sent to/ 
the White House from the Recreation Advisory Council, and 
that it thereafter will be presented to the Congress for 
its consideration at the 1966 session. 

Objectives of Proposals, Advantages and Disadvantages and 
Cost of Implementation 

Junkyard Control -- Junkyards in existence on 
April 15, 1965, which the Secretary finds as a practical 
matter cannot be screened, would not have to be removed 
until July 1, 1970. 

If a state showed that it was unable to provide 
effective control under its police powers because of legal 
or constitutional difficulties or for other reasons, the 
Federal government would be authorized to pay the Federal 
pro rata share of the cost of providing control by purchase, 
condemnation, screening, removal or disposal. Such Federal 
pro rata share would orq.i.narily be ninety percent on Inter­
state projects and fifty percent on primary projects. 

The bill would require similar control of junk­
yards on public lands and reservations along the Interstate 
and primary systems. 
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Billboard Control -- The bill would be enforced 
by requiring withholding of all Federal-aid highway funds 
from any state not complying with its requirements. Sums 
required to be withheld under the bill would be reappor­
tioned among the other states. However, if a state showed 
that it was unable to exercise adequate control by use of 
its police powers, Federal payment of a pro rata share of 
the cost of securing effective control by purchase or 
condemnation would be authorized. Such Federal pro rata 
s~are would org.inarily be ninety percent on Interstate 
projects and fifty percent on primary projects. States 
which have entered into agreements under existing law may 
continue to receive the one-half of one percent bonus, but 
would be required to provide the controls specified in the 
new law after January 1, 1968. 

Scenic Roads and Parkways -- -No bill has yet been 
introduced, but a suggested bill will be included in the 
study now in its final st~ges. Such a bill probably will be 
introduced during the early days of the second session of the 
present Congress. A national program of scenic roads and 
parkways should have great popular appeal in all sections of 
the Nation, because all sections stand to gain by such a 
program. It makes sense from a social and economic point of 
view as well. Programs of two different magnitudes will be 
suggested, one for $4 billion and the other for $8 billion, 
to be spent over a ten-year period, 1966-1976. Few programs 
could be proposed that would have the popular appeal and 
drama which this one has potentially. 

Other Alternative Means Considered for Meeting Objectives 

Other alternative means may be considered for meeting the 
objectives stated. 

Billboard Control -- The billboard industry has 
said it will support the present legislation. There has 
been some indication in the Congress that control under the 
power of eminent domain, rather than under the police power 
without compensation as now contemplated, might be more 
acceptable. That would mean paying current market value for 
billboards eliminated. Additionally, there have been some 
objections to financing this program with highway user funds. 
Such financing from the general fund might be considered 
accordingly. 
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Junkyard Control Since motorized vehicles will 
continue to die as long as we have these vehicles on the 
surface of the earth, marshalling yards for junked vehicles 
are a necessary part of our economy. It is possible that 
control of junkyards could be facilitated by more active 
assistance on the part of state and local governments, and 
perhaps the Federal government additionally. The former could 
be required to lend their good offices to facilitate appro­
priate zoning changes to accommodate shifts of location, and 
to otherwise make it possible under state and local laws to 
make it possible, in effect, for the fewest number of Americans 
to view junkyards, rather than the greatest number. Federal­
aid might be considered in terms of tax incentives or abatement, 
guarantee of loans for large and medium-sized shredders of 
scrap, and other incentives to assist the industry to compete 
more effective with pig iron as a source of steel. 

Scenic Roads and Parkways -- Because of opposition 
to the reallocation of on~-third of secondary moneys for 
scenic and recreation roads, it is suggested that "new" 
moneys be provided for the scenic roads and parkways program. 
The possibilities along these lines are being outlined in an 
extensive section of the Scenic Roads Report. The economics 
of the program are such that moneys for the program would be 
more than returned to the Treasury of the United States by 
the increases in tourist expenditures generated, ·increases 
in the income tax resulting, increases in the capital gains 
tax resulting from increases in land values, ·and in other 
ways. Some increases in highway users taxes are examined, 
as well as increases in the cigarette tax, tax on beer and 
soft drinks, and others. 
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HIGHWAY-MASSTRANSIT COORDINATION 

Statement of Proposal 

Coordination of Federal programs assisting urban mass transporta­

tion, including methods of evaluating alternative systems and tests of 

their conformance to overall community development plans and programs, 

and the exploration of means of coordinating the distribution of goods 

with passenger transport services in urban areas. 

Work Currently Underway 

On November 29, 1960, the Secretary of Conmerce and the Administra­

tor of the Housing and Home Finance Agency jointly announced an agree­

ment under which highway and urban planning funds would be made avail• 

able for joint use in comprehensive urban and metropolitan planning. 

Commi.tt~es at both Washington and regional level were established to 

•implement this agreement. 

On March 28, 1962, a report on urban transportation prepared 

jointly by the Department of Commerce and the Housing and Home Finance 

Agency was submitted to the President. This report was used as the 

basis for the urban transportation section of the President's Message 

of April 5, 1962, to the Congress on Transportation. 

The Federal-Aid Highway Act of 1962 added a new section to the law 

which requires a continuing comprehensive transporation planning 

process carried on cooperatively by the States and local coumunities 

as a condition for approval by the Secretary of Conmerce of Federal-aid 

projects in urban areas of more than 50,000 population after July 1, 

1965. Rules and regulations to implement this requirement have been 

prepared·by the Bureau of Public Roads. 
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The Urban Maas Transportation Act of 1964 contain• a baaic 

condition that except as provided in the emergency program no loan 

or grant can be made unless the Administrator determines that the 

facilities and equipment for which the assistance is sought are 

needed for carrying out a program, meeting criteria established by 

him, for a unified or officially coordinated urban transportation 

system as a part of the comprehensively planned development of the 

urban area. Planning requirement guides have been iHued by the 

Housing and Home Finance Agency. Thia Act requires the Administrator 

and the Secretary of Commerce to consult on general urban transport&• 

tion policies and programa'and to exchange information on proposed 

projects in urban areas. 

The Bureau of Public Roads and the Housing and Home Finance 

Agency have continuously kept each other informed of their programs 

and have coordinated their planning standards and requirements. 

Comprehensive transportation planning studies are currently under• 

way or are being organized in all of the 224 urban areas of over 50,000 

population. The studies in moat of the larger metropolitan areas are 

being financed in part with funds administered by both Public Roads and 

the Housing and Home Finance Agency. The number of studies financed 

in this manner is continually increasing. 

Public Roads regulations will permit joint use of rights-of-way 

by highway and transit when appropriate, Existing regulation• will also 

permit the reservation of highway lanes for the exclusive uae of bus 
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transit operation, upon a showing that by 1uch operation the number 

of persona that will be moved will be as great or greater than 

without the restriction on private vehicles. 

Objective of the Proposal and Means of Accomplishing the Objective 

The development of more efficient and effective transportation 

1yatems in urban areas within an overall planning context. 

Existing legislation is ample. 

Aa the urban transportation planning studies currently underway 

progress, the techniques for estimating probable usage of transit 

facilities can be improved•. Also additional emphasis can be placed 

on developing procedures for evaluating transportation plans which 

will give proper consideration to environmental factors as well a1 

road user coats and benefits. Further, the coordination between 

Public Roads and the Housing and HomeFinance Agency can re1ult in 

greater specificity with respect to standards and planning require• 

menta. 

Coordination of goods and personal transportation ha1 only a 

limited potential when considered as an area of special empha1is in 

planning. From the planning standpoint, goods movement need1 are 

considered as part of comprehensive planning studies and related 

development programs for transport facilities. In moat areas, goods 

movements within·the city tend to concentrate in offpeak hour• during 

the working day, and require little special planning. In other 
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situationa vhere special freight peaka occur 1n 1ndiv1dual 

industries, special attention can be given to the■e matter■ 1n 

general transportation planning atudie■ . In ■ ome inatance■ ll)eci&l. 

research studies can be organized using existing tun4.■ and authority. 

~lea are the 'l'RANSIMstudy ot 1nte1'110dal freight tranatera 1n 

-:;urban areas tor the Of'fice ot the Under Secretary tor Tranaportation 

by the University ot California at Loe Angeles and the ■imil&r 

study ot transport coordination by the University ot Pittsburgh. 

Alternative Means of Accomplishing the Objective 

Short ot reorganization, 1.e., creation ot·a Departmentot 

Transportation, which vould )>ring all the Federal. programa usiating 

urban mass transportation within a 11Dgle organization, there 

appears to be little it 11117legialatiTe action requirecl vith regard 

to the coordinaticn proceaa. 
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THE UNDER SECRETARY OF COMMERCE -1~6oo/-r.,,:

FOR TRANSPORTATION 
WA8HINGTON II, D, C. 

September 7, 19 65 • 

MEK>RANWMFOR Members.ot TranaP9rtation Tuk J'rce 

/ /JP;;~1& 6""/1 ;/ 
By memorandumot August l2 toml Mr. Califano, a Task Force on 
Transportation tor the Fiscal Year 1966 Legislative Program 
was established. I was designated as Chairman, and there were 
representatives from the Departments ot Commerce and Treasury, 
the Council ot FJ:onomic Advisers, the Office ot Science and 
Technology, the Housing and Home Finance Agency, and the Bureau 
of the Budget. The report ot this Task Force vas aubmi tted to 
Mr. Califano on the 2nd ot September, end copies have been 
distributed to the members ot the Task Force. Because ot the 
short deadline, there vas no opportunity tor the Task Force to 
meet and review the tinal Tersion ot the papen vbich vere Rb• 
mitted to Mr, Calitano. 

~ 

Subsequent to the last meeting of the Task Force, I receiTed 
another memorandumtraa Mr, Califano setting out an additional 
assignment. A capy ot the second memorandumdated Augua\~zr 1a 
attached. I believe that it 1a sell-explanatory. 

B7 this memorandum, I am requesting the tollowing indin.clu&la to 
became members ot the Task Farca: 

• ~ 

William F, McKee, Administrator, Federal Aviation Agency- " ~ 
Charles s. Murpey, Chairman, Civil Aeronautics Board 
John Harllee, Chairman, Federal Maritime Comm1as1on 
Charles A, Webb, Chairman, Interstate CoD111erceCc:am1ss1on 
Nicholas Johnson, Administrator, Mari time Adm1D1•trat1on 
Rex N, Whitt00, Federal Highway-.Adm1D1atrator, Bureau ot 

Public Roads 

I voul.4 appreciate it it 7011 or J'OU?'repreaentatin could plan to 
attend a meeting ill 'IIIYoffice on Fr1da7, September 10, at 2:30. 
At this aeeting we Will b&T• tvo iteaa ot buinua a ti.rat, a 
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reviev ot the papers which vere submitted to Mr. Calif'ano, 
second, a discussion ot hov ve proceed vi th tho vork vhicb ~ 

outlined 1n the attached -1~ 
Alan S• Boyd 

Attachment 

cc: 
✓Lee C. \lh1te, Special Counsel to the President 

Colin M. MacLeod, Deputy Director, ottice ot Science ,.
and Tecbnologi; 

Arthur M. Okun, Member, Council ot Economic Adviser■ 
William M. Capron, Assistant Director, Bureau ot the 

Budget 
Stanley s. Surrey, Assistant Secretary, Department 

or the Treasury 
John c. Kohl, Assistant Administrator (Transportat1oo), 

Housing and Home Finance Agency . 
William F. McKee, Adm1n1atratdr, Federal Aviation 

Agency 
Charles s. M.irpby, Chairman, Civil Aeronautics Board 
John Barllee, Chairman, Federal Maritime Commiaaion 
Cbarlea A. Webb, Chairman, Interstate Commerce 

Coumisaion 
Nicholaa Johnaon, Adm:1D1'ttrator, Maritime Mndo1aatrat1cm 
au· 11. \lbittan, Fe4er&l. B1gbva;y Mm1n1. ■trator, Blareau 

ot Public Roa4a 
I I 

'• 

\ 
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l. Tran~portn.tion Rcseo.rch ond Develop?!'.ent o-->1 .Jv,,-,c.,¢~M "1(YV..L> 

Problem: Consider expansion of federally-supported tro.nsportation researci and -
devclopllient, including grants to universities and research institutes. 

Rcco~~~nd~tions: Clear need to recvlll.uate all Federal transport research and 
devclop~cnt. Need advanced technological research in the maritime field and in 
motor trc.nsport. Need to improve techniques of economic analysis in transporta­
tion (~entions costing). No new legislation needed for in-house research, but 
more funds may be. Legislation would be needed for expanded academic-institute 
research, but if "worthwhile projects were properly identified" and there vere 
"sufficient interest on the part of academic-scientific communities," private 
funds 'Would likely be torthcomin~. An extension grant program should be in­
troduced cautiously and gradua.lly; once started, longer term commitments would 
be required. Could be done by National Science Foundation. Such a program 111 
Department of Commerce or Department of Transportation would be preferable. 

2 .. Highway Safety 

Problem: Motor vehicle accidents each year produce 50 thousand deaths,
4 million injuries, and billions of dollars in property damage. 

Recorrmendation: Scattered agency efforts should be integrated in a "cost 
effectiveness approach," involving program choices based on comparisons of 
costs and benefits. Toward this end a Federal Highway Safety Center should 
be established in Conmerce to (l) develop a comprehensive program, (2) op­
erate a data evaluation program, and (3) establish a causal investigation I 

L 
program. (Latter task--much needed--might cost $15-20 million per year for Ifive years.) Center could be established by Presidential action but, because. I 
of its coordinating role, should get authority through legislation. The 
integrated program resulting from reconmiendation's implementation would in­
clude removal of accident hazards; changes in highway design and use, vehicle 
design standards, signaling and traffic control devices; demonstration pro­
grams on care of injured; and driver education. 

3. Alternate Reorganization Pl.ans 

Problem: Fragmentation of transportation responsibilities now prevents 
effective policy formulation and consistent administration of programs in 
accordance with common policies. There is no focal point ot responsibilit7 
for assuring that the United States has a national transportation'system 
which makes use of modern technology and is adequate to the Nation's needs 
in peacetime or under emergency conditions. 

RecoJTlIIlendations: The preferred alternative for transport organization is 
the creation of the Departn:ient of Transportation. The major activities deal­
ing with operations, capital investment, transport research, and subsiccy­
would be centered in such a department. 

As a transitional step in preparing for the creation of a Depart.ment of Trans­
portation, creation of a National Transportation Council is recomnended. ~e 
Council would be created by Executive order and include Canmerce, State, and 
Defense, FAA, and the three transportatl. on regulatory comnissions. The Council 
would consider major transportation policy issues, formulate policy recomnen­
dations for the President and suppl.ant or subordinate other inter-agency groups 
dealing with transportation. It vould also provide a systematic review ot all 
transportation budgets to assure conformity with overo.ll policy decisions, 
thereby making it unnecessary to establish a separate Investment Review Board. 

https://overo.ll


. . 

·With respect to rc~ation, the report rejects ~or the time being propoc,un 
to create a sinelc rcculatory agency. Instead it recomncnda reoreo.nizntion 
of the ICC with a Presidentially appointed Chairman and a reduction 1n the 
nu:nbcr of r.icr.ibcrs from 1.1 to 5 or 7. Al.so recommended is a transfer ot safety 
responsibilities to a Department of Transportation or other Executive agency. 

------ ··- ------------
4. Tr~~suort Rcgulntion 

Problem: Achieve greater flexibility in all aspects of regu1ation, considering 
the economic impact of proposed changes on carriers and shippers. 

Recommendation: Proposes "small selective list of amendments" to start process 
of liberalization: (a) simplify procedures governing discontinuance and abandon­
ment of rail freight service, (b) require ICC to give greater weight to cost 
impact ot technological and service innovations in setting rates, (c) repeal the 
"rule of three" on exempt water traffic, (d) repeal the June l, 1939 limit on 
list of exempt bulk commodities, (e) create Joint board on tbrough•routes and 

•joint rates, (f') impost control ot international air rates. . ' 

Mentions and rejects alternative approaches: (a) complete deregulation ot 
trucking, (b) deregulation of' all intercity passenger transport, (c) reduce 
scope of regulation ot air transportation, (d) extend bulk and agricultural 
exemptions. Neither "the public" nor the legislators v1ll consider these 
favorably. • 

·-5. Highway Financing 

Problem: The 1965 estimate of the cost of' the Interstate System shows a $5 
billion increase in Federal share. Highway user taxes accruing to the Highway 
Trust Fund at current rates will cover about $2 billion ot this, but $3 billion 
of' additional revenue must be raised. Moreover, the recent cost estimate does 
not include the cost of' highway beautification, roughly estimated at $l billion, 
and of' rising construction costs, which may add another $2.5 billion to Interstate 
costs. Some $6.6 billion extra may ultimately be needed. 

Recomr:1endation: Endorse (apparently) the Administration proposals. Seems to 
prefer larger tax increases designed to cover beautification and cost increases 
as well as the presentzy estimated $3 billion deficiency. Two possible 
alternatives, both combining the auto excise and diesel f'uel taxes, are dis­
cussed: (1) transfer auto excise at present declining rate to Trust Fund, plus 
an additional two cents -- in lieu of Administration's three chnts -- on diesel 
:f'uel, plus a ten month extension of' Trust Fund, and (2) trans:fe~ auto excise to 
Trust Fund at present 5 percent rate, plus additional two cents on diesel tuel. 

' 
---- -- --------- --------~f -- -

6. Highway Toll Facilities 
~~ c-

Problem: Authorities operating toll bridges and tunnels sometimes restrict 
construction o:f paral.lel tree bridges needed to complete the Interstate System. 

Reco:n.~endation: Ena.ct legislation to make the :financing and construction ot 
bridges and tunnels accountable to the Department ot Commerce. Other alternatiTea 
considered but regarded as less satiatactor;y were a4ditional authority tor the 
Corps and limited authority to Commerce to eet aside toll compacta intertering 
vith Interstate highways. 
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Problem: 
benefits 

Review user charge proposals 
to various classes of users. 

in terms ot coat.a to be 
~co·,,, :-.:i ._ 

Recotr.!:lcndntion: Endorses {apparently) 1965 Administration proposal, 80 Y,cn'-\ 
general revenue financing and direct tolls and charges as alternatives, ou.t. ~­
suggests only that air :f'reigbt and ticket taxes be "seriously considered aa ~ 
compromise." 

8. Highway Benut11"ication 

Problem: Billboards and junkyards constitute eyesores along the Nation's 
highways, and scenic highways for pleasure driving are too tew. 

Recocmendations: Consideration should be given to modified legislative proposals 
aimed at eyesores. Billboard control could involve compensation tor billboards 
eliminated and financing from the General Fund rather than the Trust Fund. Junk­
yard control measures might include State and local zoning, tax incentives to the 
industry, and guaranteed loans tor scrap shredders. 

Scenic highways should not be financed through diversion at aecondar;y road tunda 
but should be provided with "new":f'inancing. Possible revenue source• are higbvq 
user taxes, cigarette taxes, and beer and so:f't drink taxes. 

9. Highway-Mass Transit Coordination 

Problem: Improved {a) coordination of Federal assistance to urban mass 
transportation systems, {b) methods of evaluating alternative solutions and 
(c) coordination ot freight and passenger transport in urban areas. 

Recommendations: ~sting legislation is ample. A Department o:f' Transportation 
putting all urban transportation programs under one root is & poaaib111t7, but 
existing coordination mechani&JUare adequate. 
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THE UNDER SECRETARY OF COMMERCE 
FOR TRANSPORTATION 

WASHINGTON zs. D. C. 

SEP 1 3 t35S 
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X 

MEMORANWM Jr.FOR Honorable Joseph A. Califano, 
Special Assistant to the President 
The White House 

Attached for your information is a copy of a memorandum 
which I sent to all members of the Transportation Task 
Force this morning. I believe the memorandullwill. be 
Belt-explanatory. • ~ __ .. 

,~ 

• Boyd 

Attachment 

\ 
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MEMOOANWM Jr.FOR Honorable Joseph A. Califano, 
Special Assistant to tho President 
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_ __:~ --wnc.lANT OF COMMERCE 
FOR TRANSPORTATION 
WASHINGTON, D.C, ZOUOr 

September 13, 1965 
MEMORANDUM Transportation ForceFOR Members of Task 

Pursuant to the agreement we reached at the Task Force meeting on Friday, 
September 10, I am attaching a paper which establishes a format for your 
response on the issues before us. At this stage, much of the information 
must necessarily come.from the agencies with operational and regulatory 
responsibilities. This in no way minimizes the contribution to be made by 
the other Task Force members, who should be able to direct their attention 
more toward broad social goals and future programs. • 

If you have any questions, please do not hesitate to call me or Cecil Mackey. 
I will appreciate having your response by the close of business Monday, 
September 20. 

Let me remind you once again of the confidential nature of the vork of the 
Task Force. 

Attachment Aft.£~: 

Copies to: Lee C. White 
Special Counsel to the President 

Colin M. MacLeod 
Deputy Director, Office of Science and Technology 

Arthur M. Okun 
Member, Council of Economic Advisers 

William M.. Capron 
Assistant Directo,r, Bureau of the Budget 

Stanley S. Surrey 
Assistant Secretary, Department of the Treasury 

John C. Kohl 
Assistant Administrator (Transportation), Housing and Home 
Finance Agency 

William F. McKee 
Administrator, Federal Aviation Agency 
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'Charles S. Murphy 
Chatrman, Civil Aeronautics Board 

John Harllee 
Chairman, Federal Maritime Commission 

Charles A. Webb \' . ' Chairman, Interstate Co111DerceCoanission :, • ~ 
Nicholas Johnson 

Administrator, Maritime Administration 
I.ex M. Whitton 

·Federal Highway Administrator_ 



Procedure 
to 

and For.nat for Papers to Be Submitted 
the Transportation Task Force 

I. Review the -work that has been done in your organization's area of 
rcsponsibili ty in the pru;t. This should include a reexamination 
of the work of earlier task forces, prior efforts to eatabllsh 
national goals or transportation goals and work o.imed at the 
develop:nent of transportation policy. It shoul.d include projects 
-wluch were li~ ted in scope to a single mode of transportation 
or a single agency {e.g., in the aviation field, Project Horizon, 
1961, and Civil Air Policy, 1954), as well as more ccdprehensive 
\larks (e.g., the Doyle Report, l9t)l and the Tranaportat::.on 
M~ssage ot 1962). • 

In this connection: 

l. Identify 
area of 

the goals which were established 
responsibility; 

1n your 

2. Determine the 
accomplished; 

extent to. which they have been 

3. Examine the 
and evaluate 

' goals which have not 
them to see if they 

been achieved 
are still valid; 

4. For those goals 
valid, indicate 

~hich are considered 
the reason;. 

to be no longer 

5. For .those goals which are still valid but have not 
been achieved, set out what you consider to be the 
reasons they have not been achieved to date and 
identify ar,.y obstacles you believe to exist to their 
future achievement. 

II. 'With regard to the present activity of your organization: 

l. Identify the programs which are currently being carried 
out in your organization. For each program, set out.­
the best possible description of what the program is 
intended to accomplish. This will normal.ly be in the 
form of a transportation goal. Where it is possible to 
relate the transportation goal to one or more broader 
national goals to which 1t contributes, identify the 
national. goal or goals. To the extent that 1.t is 
possible, identify the groups 'Within the society who 
are the beneficiaries of each program, describe the 
benefits received and the extent, if' ar,.y, to which 
there is reimbursement of Federal. expenditurea, e.g., 
through user charges. Alao, tor each program, state 
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-~nc .:~·rent lc·,cl of i'u. clir.c, ~d wr.crc u-pprop:1.o.t.c c.r.d 
~o~sible, give the level of fu.~clin 6 ror the p~~t three 
ycc:!"~ end the projected level for the next five yearG. 
St~te your best est1.l..--utcof the ~imc that will be 
required to complete -ea.ch progrrun. If it is in the "~ ~ 
nature of an on-going program with no clear- cut 
ter.llina.tion d~te, so state. 

There cannot be any ho.rd and fast rule as to what zhoul.d 
constitute 11 11pro6ram 11 for our purposes here. This 
zhould be a matter for your judc;ncnt.in the light of 
your kno•.;:....l:!dge own org.Jnization and the nature •of your 
of the work azsigncd to the Task Force. Dca.:nples of 
probable cl~sifica.tions are the Federe.l-""1d Airport 
Pro3ra.=?1for FM, the local service subsidy for CI.B, 
the de;nonstration program of lillFA, and separately, the 
interstc.te, pric.ary and secondary road progrS.'IlS for BPR. 

2. Identify the major functional responsibilities of yow: 
organization which are not covered by the programs set 
out above. For each major functional responsibility, 
state as clearly es possible the goal which it is 
directed towarci accomplishing. If no specific funding, 
other than possibly administrative costs, can be properly 
allocated to carrying out a function listed, so state, 
but do not set out such costs. Otherwise, give costs 
as .above for programs. An example of the type of function 
that might be listed here is the ICC responsibility for 
rate regulation, either by type of carrier or on an 
inclusive basi::.. 

III. In any situation ·where there are n\l!:lerous goals and pr_ograz::is for their 
e.chievenent, it is inevitable that there be conflict. This is true 
~ithin the context of transportation itself and also as transportation 
is vie-wed in the broa.c.cr context of our society. To illustrate, it 
~Y be that progre:ns designed to increase the level of safety for a 
certain seg:::ent of tran::.port:-.tion will conflict 'W1th efforts to 
reduce the costs of tr.i-~sportation or impinge upon efforts to achieve 
greater freedo~ of choice for individual users of the transportation 
system. Further, prozra:::is intended to improve the transportation 
system may conflict 'With procra;n:. in such fields as noise abatci::ient, 
t~e retuction of pollution, or certain aspects of urban renewal. 
~.=.e=everpossible, y~~ chould point out the conflicts you see betveen 
-t=-~ go~ a:.:. pre;::~ ;;o·..:.1<!~:-.t1fy nnd other transportation and/or 
::.::;:.--tra::.~;,,=,:-";~~.:c.::::i:..tJ.:.s, It 1t ccc.:ro.oappropriate for you to make 
c..:~~-.p~ic~c r~zarQne tru.nsport~tion eoru.s outside the a.re~ of your 
rezpc~J~~ility or relating to broader non-trans~ortation goals, do 
so, but identify your assumptions as that. 

https://broa.c.cr
https://interstc.te
https://judc;ncnt.in
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for o.ddi tio::~ tro.,::..;:porto.tion coo.le und a.ction :;-,ro;;ro.:..-.:;. To "t:-:c 1.;:,;~cnt. 
t::o.t you c~1 identify c.ips within the area o:f rc::;-;:io:i::.1bi.li t.y o:r yo·u.:r 
or[;ai:izo:~ion, !.ta.te the c:;oo.ls o.nd procr~ ncccs::;a.ry to fill in tho::.e 
co.p::; . For ot.:.r p'l~:.-~ose::; here, ho'wevcr, do not confine your tbini'.i.:-.g 
to any given urco. of tro.n::.portation problems. Give the best cstitia.te 
~~,.x:;:::ible on both time and costs required !or the accomplishment of 
.s;0o.J..s ~d. identify a.l.terno.tive coursea of action !or a.ccomplish.:l.ent. 
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UNITED STATES GOVERNMENT 

Memorandum 
TO The Director 

FRO:\f William M. Capron\JIV 

St:BJECT: Transportation chaos ,;. 
~ ~n-1 

:>r 
Your attention is urgently called to the attached memoranda: 
(1) memoranda by Okun and Murray dealing with the status of 
Alan Boyd's Transportation Task Force, and (2) a Boyd memo­
randum to the Task Force on the "goals" project. In addition 
to the problell\$ raised in these memoranda, there are other 
serious (or po~entially serious) problems coming to a head: 

The potential confusion and overl,p between 
our BOB PPB undertaking and Alan B~yd's 
interpretation of Joe Califano's "goals" re-
quest. (See the attached memorandum from 
Boyd for th..e. Transportation Task Force.) 

Boyd's intention to use the Transportalto~ 
Council as an all-purpose vehicle. Although 
the regulatories are represented on the 
Council, he intends to have the Council review 
transportation budget questions, Executive Branch 
position by the regulatories (!}, etc. He 
also intends to use this Council as the Trans­
portation Review Board. 

Failure to use the Transportation.Merger Com­
mittee to consider issues which presumably 
fall in its bailiwick (I gather Boyd is going 
to let the Merger Committee die and substitute 
the Transportation Policy Counci1=iwhich is 
impossible given the presence of the regulatory 
chairman). There is, for example, before the 
Congress legislation which would exempt the 
railroads from the limitations on loss carry­
over in the case of mergers. Connor has indi­
cated to Treasury the Commerce Department's 
strong support for this legislation, but it 
has never been discussed by the Merger Committee, 
although Connor's letter recognizes this legis­
lation's close· relation to Executive Branch rail­
road merger posture. 
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Boyd's intention to release publicly very 
shortly the Maritime Task Force Report. I 
agree that we should aim to do this, but 
there are some problems which I need to discuss 
with you. 

Since 
view 

you 
all 

have 
of 

arranged with Califano 
the Task Force reports, 

for the 
we may be 

Bureau to re­
in a position 

to push the Transportation Task Force in the right direction. 
However, as Okun's memorandum indicates, it is not clear 
what the "right direction" is at the moment. {As you will 
note, Boyd has collected all of the Task Force reports from 
the members of the Task Force. However, I have told Gordon 
Murray that he should continue to work on his evaluation, 
using the copy we got directly fran Califano.) 

Because of the number of issues indicated above, I strongly 
recommend that you arrange for a meeting in the next day or 
two with the following dramatis personae: yourself, Joe 
Califano, Lee White, Art Okun, Gordon Murray and Bill Capron. 
This meeting would serve the purpose of informing Jcii~\nd in 
getting an agreed-upon set of guidelines for meeting the 
more significant issues. In any case, I need to talk to you 
about some of these as soon as possible. 
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- -•n&C.O uvvr,KNMENT Executive Office of the Prcsidi:nt 
Bureau of the Bud~ctMemorandum 

TO Mr. Capron DATE: September 13, 1965 

FRO~f Commerce and Housing Division (Go ) 

St:BJECT: Meeting of the Transportation Task Force, Fri~, September 10, 1965 

Mr. l3oyd opened the meeting by explaining that the original. Task Force bad 
completed its assignment and delivered a report to the White House. He ex­
plained that copies of the report should not have been made available to 
members of the Task Force and that he bad been ordered by the White House 
to retrieve all such copies. He made clear that while the Task Force bad 
held tvo meetings on the report that the members, other than UST, had not 
approved the report and had not ewn seen it before it vu forwarded to 
the White House. 

Mr. Boyd stated that he bad been directed by the President to add the 
Chairman ot the Regulatory Commissions and the Heads ot the Maritime 
Administration and Bureau ot Public Roads to the Task Force. In a sense, 
he explained, ~s constitutes a new Task Force which 1a to respond to 
Mr. Cal.if'ano's memorandumot August 27 concerning Great Society goal.a 1n 
the transportation area. 

t 
Mr. Boyd emphasized that the content ot the Task Force ~rt, already

-,.;

completed, 1a highly conf'idential. and J1D1Stnot be discussed outside the 
group. He then read off, 1n summary fashion, the principle recommendations 
of the report -- including those dealing with reorganization and 1n 
particular the reorganizatiOll"of the Interstate Commerce Commission. 

~ 

There followed a lengthy and desultory discussion ot how Mr. d'al.flano's 
request might be met. The meeting ended by Mr. Boyd promising a memorandum 
of instructions to each of the membersof the Task Force, as now constituted, 
by Mondq morning, September 13. The nature of the discussion gives rise I 

I. 

' to an apprehension that the response to Mr. Califano• a memorandumwill be 
in the fOl'lllot a philosophical discussion ot goal.a rather than precise 
targets tor acccmpliabllent ill the transportation area duriDg tbe next 
l.O•years or ao. 
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Council of Economic Advisers 
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OSA GCN fll:O. NO. 27 

L'J\"fTED STATES GOVERNMENT 

Memorandum 
TO Gardner Ackley DATE: September •11, 1965 

FROM Arthur Okun 
0?1 

)( 

SUBJECT: Transportation Program: High Road or Low Road? 

On maritime policy, the work in planning the 1966 legislative 
program for transportation has been fine, and it is just about complete. 
In the other areas, however, I am disturbed by the way things are going. 
Commerce seems determined to follow a sure-footed, slow-paced, 
cautious legislative strategy. No doubt, a case can be made for such an 
approach; but it is my impression that the President expects a bold 
imaginative transportation program which could serve as a centerpiece 
of his domestic legislative program for next year. Yet, delays in staffing 
out some of the ingredients that would enter into a full-scale program 
threaten to frustrate the readiness of such a program for early next year. 

Things are fine on the waterfront. After considerable study and 
cooperative work by an interagency task force, Alan Boyd has shaped up 
a very promising maritime program. It returns to our conclusions of 
9 months ago in deciding to pursue the Nation's interest and not to steer 
a politically easy course. So long as Commerce stands firm and does not 
let the Maritime Advisory Committee scuttle the program, the President 
will be able to deliver fully on a new policy for the merchant marine. 

In other areas, however, the program is not shaping up to match the 
size and scope that the President has indicated that he wants. Back in 
May, I attended on your behalf a meeting with the President at which he 
told Connor and Boyd that he deeply regretted that we were not following 
through in 1965 on the pledge of the State of the Union Message to produce 
a maritime policy and a deregulation program. The President made it 
clear that he wanted a bold and ~~inative program in all areas of 
transportation for next January ,';:tliat he was prepared to fight the difficult 
political battles to get such a program enacted. Otto reports that, at 
the initial meeting of the Transportation Task Force last month (which I 
couldn't attend), Commerce resisted the bold approach; and Lee White 
said at the close of that meeting that somebody from Commerce had better 
tell the President promptly that he wasn't going to get the program that 
he expects. So far as 1 know, this hasn 1t been done. 

Buy U.S. Savings Bondr Regularly on the Payroll Savings Plan l 
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Meanwhile, Commerce has played its cards close to the vest: thr­
Task Force Report went to Califano as an unevaluated set of staff studit•.; 
so far, they have not been discussed by the whole task force. Boyd had 
a meeting yesterday to work on the goals exercise. Here too there wa.s 
the same display of conservatism and unwillingness to sign on to anything 
dangerous. The regulatory agencies were represented along with the 
members of the legislative task force at yesterday's session. Boyd asked 
for comments on the task force legislative studies at this meeting, and it 
was obviously impossible to review these things candidly in front of the 
regulatory people. So I shut up entirely, and told him after the meeting 
that we needed a good session in the proper forum for further discussion 
of the legislative program; he said that we would be meeting again when 
he got further signals from Joe Califano. Boyd said •~The White House" 
iold him to include the regulatory people in the goals exercise. In view 
of the generally archaic attitudes of the regulatory agencies, that was not 

• an inspired decision. 

The Commerce staff studies that were sent to Califano make proposals 
that go in the right direction, but they do not go far enough. They reflect 
the philosophy of a small, politically feasible program, except for the one 
bold proposal for a Cabinet Department of Transportation. They should 
propose the consolidation of the 3 regulatory agencies into one, and the 
creation of a Transportation Investment Review Board. They pussyfoot 
particularly on deregulation, recommending very little to change the situa­
tion on rates and nothing at all on operating rights. The President pledged 
himself to "heavier reliance on competition in transportation" in the State 
of the Union Message last January, and emphasized this at'the May meeting. 
The proposals in the staff studies would not implement this commitment 
in 1966. The proposals on safety and research are not bad, but the experts 
outside of Commerce think we could afford to move more forcefully. The 
staff studies list about 50 things in the safety area that we might want to 
do in the future "after further study;" we ought to have enough conviction 
to be able to launch a few of these right now, for example, a Federal grant 
program on driver education. Treasury thinks we could beef up the user 
charge proposals, e.g. with a Presidential commission. Moreover, the 
staff studies ar~ written in a detailed drawn-out undigestible style that 
cannot be infor~ative to the White House. 

Just a few weeks ago, in discussing our domestic ?:!gislative plans 
in a press backgrounder, the President once again put ti::ilnsportation at 
the head of the list. He is going to be disappointed, unless something 
is done to break the traffic jam. Lee White has not been at any of the 
meetings since the organizatian meeting of the task force, and 1 doubt 

~... -c 
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that anybody has been briefing·•him or Joe Califano. I think we are left 
with the responsibility for carrying the message to the White Hr.>Use. 

I/ c-

Once Joe and Lee know where things are (or more accurately are not) 
going, they can decide how to proceed. They might want to remind Boyd 
once again that, if the President is going to get a little package, he ought 
to be warned of this at once; or Boyd could be asked to do a short summary 
of the staff studies to determine whether his program could stand as a 
centerpiece of our 1966 legislative program; or Boyd could be asked 
specifically to reconsider items previously labeled "politically unfeasible" 
so as to leave that decision to the President. 

cc: 
Otto Eckstein 
Charles Taff 
Lew Spellman 
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