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THE WHITE HOUSE 

WASHINGTON FGl5S' 
Wednesday, 7:30 p. m. s /+;lJSeptember 22, 1965 

FG-9'99,/S 
TO: THE PRESIDENT 

~'\}_~·FROM: Joe Califano u~U 
I have just been over the first cut of the proposals and ideas in the area 
of transportation for the 1967 legislative program. The proposals are 
not imaginative enough and will not give you the opportunity to select a 
variety of alternatives. In my opinion, this is an area where there are 
major things to be done that will not cost a lot of money. Charlie Schultze 
agrees, as does Art Okun of the Council of Economic Advisers. Further• 
more, it is my understanding that you have asked Secretary Connor and 
Seer ary Boyd to com~ up with an imaginative transportation program. 

Unless you have some objection, therefore, I am planning to have a 
meeting with Secretaries Connor and Boyd on Saturday morning and ask 
them to cons·der and prepare papers on the following ideas: 

l. A Department of Transportation (or some reorganization of the 
executive transportation functions). 

z. Reorganization of the regulatory transportation functions. 

3. Program of deregulation to make transportation rates more 
competitive and rational. 

4. A major highway safety program (present projections are that 
over 50, 000 people will be killed on the ·highway this year -- almost 
every American has a friend or relative who has been seriously injured 
in an automobile accident). , 

Fully developing some proposals obviously involves no commitment to 
carry them out, but if we are to have for your consideration a full range 
of alternatives, we must have imaginative, low-cost programs from which 
to choose. These proposals are in line with your ideas about improving 
admini:.tration and, in the case of deregulation and competition, could 
pul y0u. in the position of getting the Federal government out of some of its 
curr~nt activity. 

Approved / Disapproved -----

\~\J, 
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NOI'E FOR MR. CALIFANO 

Re: Transportation Meeting, September 25, 1965 

l. All reasonable proposals should be developed tor 
consideration -- regardless ot their political prospects. 

2. All reasonable proposals should be presented, ex­
plained, and supported with whatever facts are available 
tor decision by the President. For proposals lacking solid 
analytical and tactual support, an estimate should be pro­
vided ot the min1m11m time required to provide such backing 
and the scope of any necessary investigations should be 
outlined. 

3. Recommendations to be made to the President for hie 
1966 transportation program are not to be co111111W1icatedto 
the regulatory agencies or to executive branch operating 
agencies. They ma:y, ot course, be requested to provide 
statistics or other tacts needed 1D.connection with the 
development ot recommendations. 

--- '--

EXECUJIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 

DATE 
9/24/65 

TOi Mr. Califano, The White House 

FROM! 
Bill Capron 

REMARKS: Here are copies of the 

agenda for the Transportation Meeting 

tomorrow morning - these without 

comment and recommendations. 

.J
A~achments 
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tlWiSPORTATICti PROGRAM L1u<.: '!..(t.J,l (r I}i E I) 

Agenda for Meeting v' f K V t;,1 crF "1 ') r,,,._r/A-
on 

September 25, J.965 

I. REGULATION 

A. The 1965Task Force Report proposes to: 

l. Simplify procedures in abandonment of' redundant ~ail freight service. 

Comment: Does not go tar enough. Recommendation: Develop supporting 
material. See attached paper A. 

2. Require ICC to emphasize cost impact of technological and service innovations 
in rate making. 

Comment: Goes in right direction; needs specific standards tor 
implementation. Wouls]. be more likely .to occur in a 
fundamental way if we adopt the more comprehensive 
changes propo~ed below. (Section B) 

I 

_ ------Recommendation: See attached paper A.· 

3. Repeal "rule ~e" on exempt water traffic. 

Comment: Good Recommendation: Concur 

4. Repeal June 11 1939 limit on list of exempt bulk commodities. 

Comment: Good Recommendation: Concur 

5. Create joint boards on through routes and joint rates. 

Comment: Effectiveness doubtful. unless compulsory. Explore 
alternative approaches to transport integration. 

Recommendation: See attached paper A. 

6. Impose control of' international air rates. 

'Comment: Contrary to general Recommendation: .Explore alternative 
policy ot greater reliance means ot breaking international 
on competition. cartel. • 
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B. Additional proposals that shou1d be evaluated 
and presented ~or Presidential decision: 

l. Repeal long and abort haul provision ot IC Act. 

Comment: Existing lav 1a archaic; vas moat valuable under 19th 
century conditions ot s1ngle lll0c1e IIODO.PO~• 

Recommendation: Estimate impact ot repeal. See attacbecl ;paperA. 

2. Repeal requirement ot IC Act tbat rate• be baae4 0D •reuonabl.e 
claas1t1cat1ona• ot property. 

Comment: A neceaaar;y condition tor reorienting rate replatiOA 
tovard a coat buia. 

Recommendation: Eatimate ot illpact ot repeal DNCle4. See att&cbed 
paper A. 

3. Ambd IC Act to require rail- an4 motor carrier• to accept ahipper-ovne4 
or -leased equipment at coat-'baae4 ratea. 

Comment: Another 'buic 
cost-baae4 rate•• 

atep tovar4 Recommendation: 
impact needecl. 
paper A. 

Eatimate ot 
See attacbe4 

l6-. Limit liability ot commoncarriers tor loss or damage ot property. 

Comment: Present l&v a maJor tactor 1n coat aD4 rate iD:tl&tiou; 
a 'ban:ier to rate aimplitication. 

Recommendation: Eatilllate ot impact needecl. See attached paper A. 

S. El 1m10ate rate regulatim ot all UD&Ubaw.s.4 dmestic puaenger 
transportation. 

Comment: Little impact ou rail and Recommendation: Impact on 4omeat1c 
bus services. More competitive air transport need■ tull ■en~. 
pricing vould re8'1l.t. See attacbe4 ;paper A. 

6. Deny carriers right to request suspension ot propoae4 rates or place 'blmlen 
ot proot on compJa101ng carriers. 

Comment: Woul4 tacilitate rate &4.1uatmentto r.haDging'18.Z'keta. Lim1te4 
experience aupporta cheap. Would w:1n11du CU'l'ier b&n.aament 
ot competi tora. 

Recommendation: l>eftlop awa:Slahle ~ n14ew •. s.. &ttacbe4 paper_A. 
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7. Prohibit mixing rules on container shipments. 

Cornment: Moves toward more general Recommendation: Estimate ettecta • 
effect ot item 2 above -- coat-based See attached paper A. 
rates. 

8. Eliminate economic regulation· ot small. shipments. 

Comment: Another step toward market pricing v1th more 11111:tecl 
1mediate impact. A testing cle'Yice. 

Recommendation: See attached paper A • 

. 9. Liberalize motor and water carriers operating rights. 

Comment: Would remove art1tic1al Recommendatimu See attacbecl 
and unecODClllicrestrictions on paper A. 
operat10Da. 

10. Revise IC Act to tacilitate volunt&r7 reorganizatiODa.· 

Comment: Mq be 'badlT needed Recommendations See attacbecl 
alterD&tive to merger. paper A. 

11. Beviev merger policy, develop action proposals. 

Comment: Basic review ot anti trust policy in transport area 
overdwt. Several retora meaaures appear to be aftilabla. 

Recommendation: Develop compreheuiw nal\1ation prograa. See 
attachecl paper A • 

II. BEOBGAliIZATIOB 

' A. The 1965 Task Force Report proposes to: 

1. Create a Depart.ment ot ~rtation. 

Comment: Good. Needs cletailed evaluation ot pouible coutituenta 
and structural. development. 

Recommendation: Develop plan in subs~ greater detail. lm'eau 
ot DuAget atatt to coll ebon.te. 
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• 2. Create a National Transportation Council.. 

Comment: Seriously unrealistic: Membership ot regulatory agencies 
(chairmen?) would create con:flict ot interest problems in 
advising the President on transport policy; cou1d not 
supplant Interagency Merger Committee in recommending 
executive branch positions on merger cases; program agenc7 
membership makes it inappropriate as an instrument tor 
"review ot transportation budgets", "navigation vorks." 

Recommendation: Better alternatives are available. Substantial 
:f'urther evaluati011 needed. Mq be uaetw. u a sounding 
board, 'wt not as a poliCJ' or action group. See attachecl 
paper B. 

3• Reduce ICC membership trca ll to 5 or7, provicle Preaiclential appointment 
ot Chairman. '\. 

CommentI Good, bit not 'bol4 enough­ Recoanendationa Conaicler IIOl"9 
Mq be a tallback poaitiOD. tar-reacbS nif alterD&tiwa, 

••&•, B.2 'be];)v. 

Je.. ~er ICC Sa:tety J\mctiona • .... 
Comment: Good. Wbere are tbe7 to Recommendation: ~1'\SD!s7ion ot 

be trana:terre4T some ICC "Sfdety' vork aboul4 
be evaluated also. 

B. Additional proposals that shou1d be evaluated 
and presented tor Presidential decision: 

I 

1. Create a mechanism tor review ot all Federal transport investment proposal.a. 
/:~ needed it Department ot Transportation 1a not cr:eated:J 

Comment: Beed& detailed development. Recommendation: See attachecl 
paper B •. 

2. Consolidate an4 reorganize transportation regulatory agencies u a single 
agency, devoid ot al1 pl"OJIIOtional.an4 admSn1atrative tunctiona. 

Comment: More compr:ehensive an4 permanent than A.3 above. Another 
alternative might be a transportation court ot appeals 
(compare Tax Court, Court ot Customs and Patent Appeal.a). 
Could be a barga1nSng counter tor a Department ot 
Tranaportaticn. 

Recommendation: Varioua . proposals need cSeta1l.e4 nalu&tion, shoul4 
be ranked 1n oi-clerot ccaprebenaiveneaa, tall.be.cu 1D41ca1ie4. 
~ atatt o~ll.Af collabor&te. See attacW ,aper B. 

-, ' .. 

https://tall.be.cu
https://cSeta1l.e4
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3. Reviev the division ot sa:rety responsibilities betveen CAB and FAA. 

Coimr.ent: Consolidation ot most responsibilities 1D FAA would be 
desirable and consistent w1th 2 above, but an adJudicatory 
element should reside 1D the Board. 

Recommendation: Further evaluation tor possible action in connection 
with the proposal tor a Department ot TraDaportation. 

III. HIGHWAYSAFmY 

The 1965'l'ask Force Report proposes to 

Establish a Highvay Satety Center in Commerce (Department ot Tranaportation), 
(a) to develop a program (b) to collect and evaluate accident an4 related 4ata, 
aD4 (c) to establish a "causal investigation program.• 

Comment: Good, but needs turther development ( which mq be \UMlervq). 
A time schedule tor implementation 1a nee4e4. JJee4 tor 
legislation cloubttul.. 

Recommendation: Drastic organizational obange• appear to 'be mceaaar.,. 
See attached paper C. 

IV. HIGHWAYFINANCING 

A. 'l'he 1965'l'aak Force Report proposes to: 

1. Give ambiguous endorsement ot the increased truck taxes proposed by tbe 
Mm1n1stration last year. • 

Comment: Not clear what is recommended in view ot the subsequent 
discussion ot alternatives. What "tactors" have been 
introduced by the "passage ot time"· that make exam1 nation 
ot alternatives desirable? 

Recommendation: Factual support tor Adm1n1 stration proposals shoul.4. 
be reviewed and strengthened, it possible. Alternative 
torms ot truck taxes should be developed. Wapill taxes 
on the shipper 11181'be teasible. •• 

2. ~ster excise tax on new automobiles to the Highway Trust Flmd. 

Comment: 'l'o~ ignores the problem. ot tax equity among highvq uaera. 

Recommendation: Use ot automobile excise taxes should 'be considerecl 
~ as a source ot support tor beautitic&tioll prograu 
which are ot value ~ to autmo'bile puaengera. 
Consult ~reaaury. • 
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3. Reduce proposal tor d1ese1 f'u.el. tax increase trom 3 cents increase to 
2 cents. 

Comment: Sole justification is political acceptability. 

Recommendation: Will not solve either equity or financing 
problems. Other alternatives should be developed 

·ror consideration. 

B. Additional proposals that should be develaped 
and presented for Presidential decision: 

l. Impose differential user charges· to reduce trattic peaking 1n congested 
urban areas. 

Comment: Rejected by Task Force Report on basis ot ditticultiea 
in administration and intrusion on state and local 
jurisdictions. 

Recommendation: The adm1n111tration and jurisdictional problems 
are precisely what need to be explored, solution developed. 
Satisfactory charging systems, combined with restrictive • 
parking measures might eventually be madea condition ot 
Federal aid. A sound economic basis tor marg1.nal coat 
pricing and resource ·conservation exists 1n thia area. 
Consult Treasury and lmeau ot the :Budget. 

2. Bea:ttirm Adm1D1strat1on1a higbvq user charge proposal.a. 

Comment: Support, at least until Recommendation: Bev1ev exiatiDg 
acceptable_alteme.tivea are 4ocument&tion. 
developed •• 

V. RESEARCH 

The 1965Task Force Report 

~ discussion does not make clear, specific recommendations. Hints ot nee4 tor 
additional funds and amendatory legislation are made, but the desirability ot 
proceeding along these lines seems to be questioned • 

. Recommendation: The Under Secretary of Commerce should develop a 
detailed outline ot a research program tor consideration 
during 1966 and tor action in connection with the tiscal 
1968budget. Project priorities should be est&bl.18he4, 
a~ schedule tor pertormance shoul.4 be set, and 
rercnmendationa as to availability ot qual1t1e4 peraozmel 
and inatitutioDal. re80lll"Cea ahoulcl be aade. 

. - \ 
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Comment: The 1962 Highway Act does not assure the compatability 
of highway plans with over-all community development 
plans. Nor is there adequate assurance that local 
plo.nning agencies, as against local highway departments 
and,city governing bodioG, will be consulted on highway 
proposo.l.s. Moreover, the present Federal organization 
is totally inadequate for a cost/benefit evaluation and 
assessment of trade-offs as between the highway and mass 
transit solutions of urban commuter problems. 

Recommendation: Re-evaluation of these problems is needed. See . 
Section B below. 

B. Additional proposals that should be evaluated 
and presented for Presidential decision: 

l. Amend the Federal-aid Highway Acts to require that urban highway plans 
be found compatible with comprehensive community development plans. 

Comment: Could be done now as a separate action, might be more 
effective if·done in connection with 2 below. 

Recommendation: Develop a legislative proposal. 

2. • Assign urban highway and ma.ss transit planning responsibility to HUD; 
transit research, financing, and possible surveillance of operations 
to new bureau in Commerce (later in a Department of Transportation)_~ 

Comment: Operating agencies, e.g., Bureau of Public Roads, 
Urban Renewal Administration, are not objective, 
unbiased planners; planning should be integrated, 
not fragmented among various clientele agencies. J 

Recommendation: Need detailed evaluation. Bureau of the Budget 
to be consulted. 

IX. HIGHWAYTOLL FACILITIES 

The 1965Task Force Report proposes to: 

Empower Commerce to control construction and regulate the amount and duration 
of tolls on Interstate bridges and tunnels. 

Comment: Acit1eptable. 

. l 

~---~~~~~~~~~~~~~~~~~--~~.... ~~~"'!!'l'"'!'!""'!llll'l'~"'lll!'~~i,,pr-111"'-""""""'"--~--,...;.'J'. 
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RF.ORIENTATIONOF TRANSPORT REGULATIONS 

Comments Keyed to Items in Chapter 4 of Commerce Task Force 

1. Facilitate abandonment and discontinuance of rail freight service. Probably 

a better route to elimination of excess capacity than merger. The real problem 

is not main line consolidation, but reduction of high-cost, under-used branch 

lines and services. 

Further exploration of requirements relating to guarantees of substitute 

through truck-rail service and rates appears to be necessary. What have been 

the consequences of any recent abandonments? Carrier consequences? Community 
it. 

consequences? (See Commerce study of Rutland abandonment.) WhatminilMllll traf• 

fie mu1t be offered to require 1ubstitute service? What colt~ must be com• 

pensated in rates as a condition of guaranteed service? What minimum service 

should be required when minimum traffic and adequate rates have been agreed.... 
upon? What minimum non-rail service should be required as a basis 

$:
forC'complete 

abandonment of rail or rail-truck or rail-water service? 
---, 

' 2. Relate rate .. mak1ng to wc.bno.logical and service innovations. I
I 

The proposal 
- -· ---- --~-

speaks of "due consideration" of the cost impact of innovations in rate making. 

What standards can be established to give this proposal meaning? How is the 

portion of productivity gains available ~or rate reduction to be determined? 

Under what circumstances should other criteria constitute a basis for modify­

ing or rejecting productivity increases as justification for rate reductions? 

What safeguards are necessary to assure widespread dissemination of benefits 

of technological change? (Explore Canadian experience with contract rates.) 

3. Repeal "Rule of Three" on exempt water traffic. Ho coment. 
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4. Repeal the June 11 1939 limit on list of exempt bulk commodities. No 

comment. 

5. Create Joint Regulatory Boards on through routes and jol~t ratea. Can 
'S 

this proposal be effective if it is not made obligatory for all modes? What 

are the altornativo method• of obtaining more fully integrated traneport.... 
service? Have they been explored? . •• 

6. Impose control of international air rates. Thia ia a 110ve against the 

market decision-making process and ia contrary to the policy of deregulation. 

la there a more direct and ~fective way of break1na uv th• in~emational 

The following additional proposals should be explored with a view to 

determining more precisely what information would be needed to make~ firm 

case for their presentation or rejection. 

l. Repeal Long ~nd Short Haul Provision of the IC Act (Par. 11 Sec. 4). 

Thia provision appears to be largely archaic. The case for ita repeal would 

appear to depend on identifying th~ae areas and commodities with respect.to 

which it is currently used. (Wheat; lntermountain territory.) What kinda 
. 

of shippers and places would be affected by repeal and bow auch? How much 

would repeal reduce the workload of the Commission? How would carrier coats 

and services be affected? What other provisions of law would be affected by 

this proposal? Would other proposals, if carried out, make this proposal 

less significant? Would the competitive position of rail carriers be en• 

hanced or- impaired by t bis chan&e? 

https://respect.to


2. Repeal the requirement of the IC Act that rates be based on "reasonabl~ 

classifications" of property. /Sec. 1(6); Sec. 216(b); Sec. 305(a)(b); 

Sec. 404Cal/. Can this proposal be made sufficiently specific so as ~o 

reduce the opposition of carriers and shippers? For example, if the law were 

amended to limit the current list of criteria to density and volume, would 

this reform be acceptable? What effect would this change have on traffic 

moving at rates producing net revenue? on traffic moving at depressed rates? 

on the rates and revenues? and consequently on shippers and regions? How 

would these concluaions be modified, if this change were made contingeat on 

Ca) limitationaf common carrier liability, and (b) a requirement that carri•~, 

accept the vehicle& of all ·shippers and move their shipments at coat-based 

rates? (See items 3 and 4,_ below.) How would the•~ changes affect the 

competitive positions of the different modes (rails and motor carriers in 

particular, and freight forwarders)? 

3. Amend the IC Act to require rail and motor carriers to accept shipper-

zowned or-leased equipment at cost-based rates. (par._,_). What would the 

effect be on the aupply and distribution of rolling··stock? Would the "ahortage" 

of freight cars be reduced or eliminated? Would shippers be encouraged.to 

adopt technological advances tending to reduce damage? to reduce transport&• 

tions costs? to provide a wider variety of specialiied equipment? To what 

extent would railroad capital be released to be employed on right-of-way, 

other needed improvements? Would this proposal improve car utilization? 

Would it encourage more compatible loading and unloading by shippers and con• 

signeesi To what extent would the competitive poaition of yarioua ahippera 

be affected? 

. - . \ ---·-

https://encouraged.to
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4. Limit liability of all com:non carriers for loss or damage o~ property. 'rh1a 

elderly corr.monlaw doctrine greatly increases transport costs. It has been 

effectively curtailed with respect to the movementot household goods. Regular 

insurance procured by shippers or consignees is believed to be cheaper, and 

settlements are likely to be more prompt. What would the cost impact be? Would 

costs vary substantially among shippers? ·would carriers cease to exercise 

reasonable care? Cease to search tor protective technology? What would be the 

iil:Jpact on rates (taken in conjunction with items 2 and 3 above)? Would not the- .. 

underwriters develop testing facilities and rating bureaus? CommissionvorkloadT 

Would this.improve or ~orsen the canpetitive position ot common vs. contract 

and private carriers? 

5. Eliminate rate regulation of all unsubsidized domestic passenger transportation. 

What would be the impact on subsidized domestic air transport? Specially between 

medium density trattic points where they canpete with trunk carriers? Would this 

have any necessary impact on air safety? How would other modes be aftected? 

Would service patterns be aftected? It so, how? 

6. Deny carriers the right.to request suspension ot proposed rates. 'l'his should 

permit much more rapid adjustment to changing trattic and technological condi­

tions .. Might encourage rate experimentation. Moat suspensions are now instigated 

by competing carriers. What are the statistics? What proportion ot the proposed 

rates are upheld? disapproved? substantially moditiedT Bov would this proposal 

affect regulatory wo1,uoe.d? 

Alternate Proposal. Deey carriers the right to·requeat auaptnaion tor ninet)P 
~ days and then place the burden ot proot on the compla1n1ng carrier. Analysis aa 

above. 

https://right.to


7. Prohibit imposition of mixing rules on container shipm,nts vhether by the 
":;s 

regulatory ar;encies or the carriers. This vould be consistent with items 2 and 3 

above (and vith it.em 2 of the Carmerce Task Force Report). It should encourage.... . 
adjustment to cost-based rates. What impact vould it have on carM.ex:-revenuea'l 

On various shippers? On treight forwarders? On costs and tariffs? On docu­

mentation and on tho el.apsed time o~ transport movcmentat 

8. Eliminate economic regulation of small shipments (less than 300 pounds). 

What vould the impact be on carriers? Motor carriers? Freight forwarders? • 

REA? UPS? Post Office? Bus companies? Airlines? On Shippers? On documen­

tation? On Service? On Tariffs? On rate making? 

Would analysis o'! the impact ot this change during a. trial period provide 

an adequate basis tor extending .exemption to 5,000 lbs. or 10,000 lba. later? 

Criteria should be formulated to provide the basis tor such a study. 

9. Amend ·the IC Act (Parts II and III) to provide that after (some date to be 

specified) all operating rights vould be granted as (or converted to) irregular 

·routes -- vi thout commodity, point or directional restrictions -- and that an 

adequate basis for authorization would be a finding "consistent with the 
I 

public interest." This change should ultimately have a maJor impact on 
1· -, 

underutilization of capacity, on costs, on rates and on profits,. •Can these 
\. 

effects be estimated? What will the impact on common carrier services be? 

How much complete com:Jlon carrier service is nov available to occasional 

shippers? small conmuni ties? Would this change have an impact on equipnent 

utilization? on leasing of equipment? What vould be the impact on 

"illegal. for-hire carriage"? Would these proposals be more acceptable 

it coupled with temporary restrictions on nev entry? It so, what torm should 

such restrictions take? 



10. Revise the IC Act to red~ce the inf'luence or senior security holders 1n 

voluntary reorg~n1zat1on proceedings. Various methods ot tacilitating volunta.17 

reorganization Ghould be explored. The obJective 1s to reduce obstniction by 

bondholders ot capital adJustcient to accord with real assets. To what extent 

have current senior security holders acquired their paper at prices below 

tace value 'l Does this provide a :formula tor reorganization T What other base a 

are available 'l Does the regulatory process 1.m.pede voluntary reorganization 7 U 

so, what corrective action could be takenf To what extent is this an alternative 

to merger that may be in the public interest to a greater extent than mergert 

11. Transport Merger Policy. several of the recommendations already made haw 

been noted as alternatives to mergers. They m:y be in the public interest to a 

greater extent than merger and more relevant to the solution of under~ing 

problems. One ot these was abandonment of service; another was facilitation 

ot voluntary reorganization. These and other proposals should be made the 

subjects ot intensive investigation. The ~diate research program ot U.S.T. 

should include the review ot merger criteria 1n the regulatory acts and other 

statutes. For example, what would be the impact ot requiring tbBt dominant weight 
on 

be given the ettectsfthe quality and quantity ot transport service 1n ad.1ud1cat1ng 

merger proposalst Would there be regions or c-omiu0'lit1es withollt competitive 

transport &ervices 1:t rail consolidation resulted 1n ~ one rail carriert 

If' intra-modal mergers are facilitated, can inter-modal mergers be allowed 

without greater restrictionst Should they be prohibitedt Should inter-modal 

grandf'ather operating rights be withdrawn as a condition ot intra-modal mergert 

Are there specific comb1Dat1ona ~ modes that should not be permitte4t 

https://volunta.17


~----·· -------~ 
Should the bbor protective provision3 ot Federal law be re-evaluated 

.: 
to dcter--i.nc whet.her preferable alternatives are available, e.g., retra1n1ng 

and relocatiou programs. 

In the light ot the recent N&W-C&Omerger proposal, should the Interagency 

?lierger Committee or the Under Secretary be given power to 1D1t1ate merger 

proposals T Alternatives to mergers proposed by carriers -- including non­

merger alternat1ves1 The Committee, in recommending opposition to Penn-central. 

u:erger, was influenced in part by the bel1et that an interim tour-system plan 

tor the Northeast would provide better competitive balance in the abort run and, 

it a two-system structure proved inevitable in the long-run, mon choices tbaA 

would the three-system plan torecast by the Penn-central merger. With the 

N&W-c&Oannouncement, we are alre~ contronted with the prospects ot a two-system 

solution, probably not the best one. 

The significance ot "bigllesa", i.e., monopoly, in the transport tiel4 abcN14 

be reviewed to determine whether it need be given as much weight in merger 

deliberations as it has beretof'ore. The 111::plication is that growing inter-modal 

Co:Il)etition 1IJa'1have macleintra-modal ~ leas a1gDiticant. 

' 

https://dcter--i.nc
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'RBtiaao ve:,s10!'1 OF t-11'. ~Ct!Ut.':':!f.: :; :~~-:cn.A.rmu:~tTO• 
NR. CALIFANO DATED AUGUST 21, l.965 

EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C. aoaoa 

1-!E.\DRANDUMFOR MR. CALIFANO 

•SubJect: Transportation Organization 

Bureau staff tave reviewed the memorandumsent to the President , 
on June 30 by Mr. Halaby concerniDg transportation organization 
in the executive branch. Because ot rapidly developipg issues 
in the international air transport area, we have not t~t pre-
pared comments for the President on allot the points ~scussed 
in the Halaby letter. We expect to do so after further clariti• 
cntion of some ot the international aviation 1eauea. In tbe 
meantime, this memorandum,o,µ~linea our current thinking on the . 
problems raised in the memor.andumto the President. • ,

\ -c:-,· 

Mr. Halaby' s letter highlights an important problem, the~ 
fusion of transportation responsibilities among Government 
agencies, which was of great concern to two of the 1964 • 
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 regulatoey commissions. 
Polley making is consequentl.Y. difficult and otten ineffective. 

'l'be Secretary ot Commerce and the Under Secretary for Trans­
portation have important transportation functions. 'l'be 
Secretary 10 the President's principal adviser on transportation 
policy. Because ot 'the existing statutory division ot trans­
portation functions, howev~r, the Department cannot exercise 

'•effective leadership in all Government transportation activities, 
not even 1n the policy area.. To remedy this diffusion, both 
task forces recommended the creation of a Department of Trang• 
portation. I am 1n agreement with the task forces and Mr. 
Halo.by that this represents the best long-run solution to tbia 
organization problem. Since it may not be expedient at this 
time to take such a far-reaching step, the President may~~i~~ 

.. tc "'onsider certain transitional move.! tbat might facilitate 
u:.·.._;;:a-te creation ot & new Department ot 1'ranaportat1on and 
zteanwhile produce better aolutiona for acme curren~ preaa1Dg
problema. • • ·. 

. . •-:. ~ ' . . . . 

• 

•.. 
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National Transportation Council 
U !CI 

~ We have serious reservations concerning Mr. llalaby's sugg~st£on 
trot the President establish a National Transporto.tion Council or 
committee. We understand tho.t. Under Secretary Boyd is already 
considering the formation of both a broadly based interagency 
trnnGportation 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 vill be 

. compromises stated in language geared to the gpst acceptable 
commondenominator. 

It Mr. Boyd establishes such an interagency committee it ahould 
be only after caretul. consideration ot auch questions as: 

(l) What kinds ot isaues are to 'be considered 'b7 the .. 
groupT 

(2) Bowis agreement to 'be reached•• maJority vote, 
consensuaT 

(3) Is the committee advisory to the Secretary ot. Com-
merce or to member agenciesT 

It the committee is to 'be established we believe it is preferable 
that it serve in an advisory cape.city ~o the Secretary. This 
would facilitate the President's reliance primarily on a single 
officer tor policy views in the transportation ~a and enhance 
the role ot the Secretary aa' 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 tor 
interagency consultation and action vi.th respect to certain spe• 

~ cific transoortation functions. Enlarging the charter of the 
existing Interagency Committee on ~sport Mergers, a.a dis• 
cussed in the following section, would be preferable to ••t&bliah• 

. ing a new group with broad, and correspondingly vague, 
responsibility. 

Interagency Committee on Regulatory Policies 

• Regulatory agencies generally and transportation regul&tory agenciea 
1n particular take the poa1t1on that policy can only be made on a 
case by case basis through tormal proceedings. The Bureau ot tbe 
Budget, other agenciea 1D tbe executive branch u4 sazq expert•, 
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in the transportation field at least, have long believed thatJ>OlicY 
~hould 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~ 
~nd support to the ad hoc method of policy formulation by po.rtici• 
pating in a wide variety of r~gul.atory cases wher~ their parochial 
interests are involved; the Department of Defense, the Department 
of Asriculture, the General Services Administration, the Tennessee 
Valley Authority and the Atomic Energy Commission are amongsuch 
agencies. .. 

A more effective approach, consistent with executive leadership 
in the formulation of transportation policy, is exemplified~ the 
Jnterae;encY 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 ot Justice for presentation in regulatory proceedinga. 
Within the limits of its charter, this Committee bas :functioned . 
well. Jts etfectiyeness, however, has been circumscribed in two ,. 
ways: First, the Committee was restricted in the development of 

1:.,
criteria to the framework of existing antitrust policy. We believe ... ,.

• >
,I• , 

.!·1 • 

this framework badly needs review in·the light of modern economic 
conditions. Second, the Committee's scope was 11m1ted 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 J!xpanding the respons1b1• 
lities of the Committee to include regulatory policy issues other 

~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-

).atory proceedings and subsequent court actions thereon. •At 
the present time, insofar as the executive branch 1a concerned, 
tbese policy' development• otten occur by detaw.t. 

• 
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TrnnGportn.tion Investment Review Board 

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
nil transportation requirements; (b) their impact on overall economic 
growth; (c) the effects of facilities and services provided :tor 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 
p!"ocess for comparative evaluation of the invecrtment prop;roms of 
various operating acencies like the Federal Aviation A~ency n.nd 
the Bureau of Public Roads in terms of their contribution to the 
achievement of national transport goals and other national objectives. 
The Department of Commerce does not have the authority to assess, 
for example, the value ot Federal f'unds being invested in airport 
construction as compared to more active assistance to the railroads, 
nor does any other Federal instrumentality -- not excepting the 
Bureau ot the Budget. 

To provide a sounder basis tor decision-making on Federal trans­
portation investments, the Bureau proposes that steps be taken to 
create a Transportation Investment Review Board. This Board would 
be advisory to the Bureau of the Budget and the President. Its 
chairman should be the Secretary ot Commerce with membership from 
the Council of Economic Advisers, the Treasury, and perhaps the 
Office of Science and Technology. For maximumeffectiveness this 
Board 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 1118.Jortrans­
portation investment programs. They can be heard in connection 
with the Board's deliberation on investment proposals. The Board's 
major f'unction should be to apply objective evaJ.uation 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 
knowledgeable individuals both with~ and without the Government 
of whom there are nov a substantial number. A first step might be 
to establish a task force that would be charged with developing 
criteria to be used 1D future transportation investment analysis 
by ~ proposed Transportation Investment Review Board. The Board' a 
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analysis in turn will provide invaluable 
:f'u.ture Department of Transportation. 

experience tor a:ny 

(signed) Charlie 
Charles L. Schultze 

Director 

• • 

•. -

• 
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l?t:.:-~.u.:l".;t.:> your rcc:-..i.:ot, box-o a.ra c-..ir r.-ccr.:i:~i"dot1cns tar orecn1:a­
t!c:.o1 C~)'il::::~ to Gtraic-~ th3 F~i:=al o.f'tort 1n ~ a:iroty. 

l. ~~~ Pr~~ic,.~"lt 1:::~;o m ~e-:rti,~ ord~r a~~1M'1n~ le~.~-"'.!r~~i',, 
-'""!'~..,,.-?-b···, -:·:·_,., -;-:--o••of-.-;:"'~•....,---~---,,t•,. r .• ,., .... ---' ... in o1-..... -<..;.·1c ,.,..;•,...,."' -!· .... tl ..1-
......... .1\.- ...... ,_ ........ --. • • -...·oJ \.,\~ '•.\.••···-•• .,, ~ .... J..v•·"'..., .., • ..,"-'-_.. u~.-.......: '-':!.. ~ v 
~,:-- ... ..,~ .. ,. ,.t:-,..,_. • .....,.. ........ .,.. r. ,·~ ·,,..,.._ ..,.....,,---.·•··-.-.,,.-. ...-i tT-1',-,.~r~v i;•,,..·!'-"•:uo t,-..,,..d • 
.. _.,_.__, .......... y V.4 "'----•· .... 6""'--'• ............. ..., .. ,,...,_. I .... "6..._.•w&..i. ~..,....94......,, .,.....,..t.'VJ "1#1f,/-..w, • 

cm t;l::lca lll.l. ~:r.c!c:a w.th a =Jor 'i.nto.~ot 1n tr:ittio 8:lf'oty aro 
~D:.~::i:.~tcJ, ~ b:·~ ~o to p::-ov'~:, l~c!~p. ·Aaincleoft1c1'al 
1n n::;~cl to \ih<:n th.:>Frcc!d...'"!lt cc."t lo:!r. to ~wlc, ~c=tc~tiona rm4 
p:-o~· .. .::.. ~ c-:o~tm'7 o-:c~~'l 1s that lozi=l S31Qct1on bGc:mce 
cZ h!s ~zr,o::.!.biU~a -ror t..-oncport:l."""1.cnl)Ollcy ~ tor biGlr~ c:m­
::;tr.:.~t!cn (ru1i!.1c :r.~) ca. c:r--~1±:.:a.t of c~ (niro:m ot 
St-'1"'Q...~). ~ clt-.~t!~ - t=7 - has or.1y a. c:wl. p~ cm4 
~~a ~"t ~"v tto bost c:l!,>Q.bil1V f~ W.S CD.o1=::.t. 

t:o c:~::t tl":it a c:lll i;t-~:Z, r ... _p~ to t?la ~r Se~ 
'fer ~...nzr,or-'w~tio:l~ 'l."C'.ll.d~ C:l~chcd to ple!1 a lc.ll3-r=cca Fo4m-al ~ • 
-gr.:.::;:=ri.cc:itor and coor~to aet1vit10a in Ccm:~ encl.othc,r aecmc1•••1 
ll:ld Jir\)V~ a.poiilt ot cont:l.et tar tho:~ 0\tt.o1c1Gtbo Gove:n:zmcm.t.. 

2. 'r.1-:, In:t~-~~rt-.-:.,.t::\l m..""rn~:vS:-.!'-~t:v'~:,,r4 bo re~nte.bl1shed aa 
t'.!l 1nt~0':::.:.':'f Ca:t!?lf",t:':) to c~1vicofl:,3 ~:::c1·:.t:.w or Cc:?t.~l~• AA 
i:l~c:1-o.:;c:1cycro\ll? -will 'be D.Cll)i\il to ~1.ve od,;·lca C1ldtacillto:te 
coor~tic:i. 

3• ~s Frcc1c1~t•s CC!i:111~ on ~c f'.i:.:rot,fbo rei:onst1tutcd 
to rc-r.:c-:rt to t:~~ i)r~oid~'lt th!'•?'Jr:?1 tl~.~ :.i:!crctz.,.ry of Cc::?T::-rc~, ita 
cto..-Z't~!~~d 'to ~roes o-r tho r,'-1-l=--rt:"r.cnt ~.:erco, it::, zr.e:i~rchi~ol 
~l'i.c:D.:1b~ cc?:,f~n:-d. "~o ir.ilvl<lu...1.ls ,ii'tll c=-=9er',lmoulcc.1~ 1 end its cdvleory 
C~t:.'.::,.;::::.l::ho.il 1l 'b.:>,:,.bol.:Lc.li::a. ~o~e 1·0c~cnclationo m:o dos10l,Cci to 
bti.-i.:; tl:~ l•.~~:.!.ic'nt•c~ttco ~er co:itrol. ~a Prcs1dent•a Co::nittee 
is c~c:cd p~Uy of c!v.f.c lea~rs w~ know Uttl.e Abollt ~ ficl.4 •. 
~t :l.s z,2-tc"od. by- on M.visor:, Council vbieh l"¢l?re:;~nta tho z:JOtor ~cle 
~ct:-y ~ ~oocia.tcd intcrcsw# GZld ~~--4 OD. a m1xtun ~ J'ederAJ. • 
a1'.ldprivo.to ~ b:, a. protosc1onel at.:?ff vh1ch u p14 _, GA ~­
to pr1w.to 1utareata n,:tmr tb&mtto Gowrm.Gnt. 

https://privo.to
https://i:!crctz.,.ry
https://cont:l.et
https://ru1i!.1c
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Uo ccvo tho~t to rcco:i:ncm11n3 nbol1oh1nG eo Prcoidcnt' a 
Ca=:.1ttcc:, b\:.t ckci<!cd th~t 1t r.iicht bo connidcrcd. on 1nconeru,oua atop 
4t a ti.rJc v!lcn tho Fcdorcl. Covern.:cnt•a rolo.vo.s be~ e~andcd. 

4. A n~, r.r-.n.,ory (n"Oun, cror>o~cd or 1:':.<.1uatry rq,rcccnt:iti'\"Oa 
C.."'ld 1-~...,rc:~~~~·i;.)."i;iv~o Ol.' C.t;c;ocuitTci1J Ol.' :.;~~~ ar.u lociilol'I'lciulo, bo 
crca.t.c~l.o i~:.:.v:i.~~ '\.no :.:~:cr~.n;:;.ry Ol.' Co:.~.:crco. 

5. Tto Cccrct:u-y or L::i.bor be e1vcn leo.derob1p ot proc;rcm3 rclo.t1ll.3 
to Fv~ca. c~plo:,rc~o' tru:Li'.'lc cos.'c;;,y. A 1·c.)l•ea.1iz~;.;,10noi" l:cuo1·ol lii@i• 
\;;~'/ c~'J{;~•;iv!tiua uu:.rt toko a.~coun~ot tho d1ttcrin6 rccpono1bUit1oa 
of ~cnc1co '11th public ~~ct pi-o~awo (Ca:::n'lrce, m.1·1) canp3l'Cd to 
nc;c;.c1c::s\."1th 1ntcrncl i,rozra:na dcai('1cd for Feel.oral C!plo:,cco (Labor, 
too, Foot O~icc}. Covormcnt--.11.oorc0].)onn1bility ~or cm:t)loyco antety 
10 vc:;tcd 1n tllo.CccrctarJ of La.'bor, ~ w bol1ovo 1t ww.4 be unw:lae 
to try to ccp~a.tt) bic;?n~ ~o't7 ti-cm other &:Lfety' proeroma. Undar 
tuo o,,-or~ cuiWlnco ot tho tcCNtar:, ot Cc:mr.crce,the Socrotar:, ot 
~'bor ohould contimJ.o. to e:icouro.co Fe&;,ral qJ.oyee b1~ oo.tetT 
1>ro~;.:10. 

~ • 
~ o~ r..lcc::r.icncbt1on vhich c'1!l bo e7.:9cctca. to CD.USOroverbomticma 
1B tho p~::iol to reconstitute tha Fro:,1dont•a Camd.t~. With ita 
t::.oa to va.ricu:s erour>aend :tnten>ota, a certo1zltho Ccmnitteo l14li> 
potc~t~ for cu.usin(: micchio!'. ~ 

C:i tho=~ hcncl., 1t would bo poooibl<t to clcf'cr ~:, m the stNcture 
ot th~ Pl·c:z1a.c:it•s CCC!littcs. ~o o~cr or,:;cn1za.t1c:·.;:J.rccc.a.cndat1ons 
a:J not hin:O sic;nif'iccntly d'd ·coo.nco:1 1n thG Com::iittoo. ~ ~creta.r;y 
ot Cc.~crco vould probo.bly not bo hindoi'Od 1n <lcsiemn« end prc11lo~ A 
itoro cccreo:;1 \"3 Fedor.Jl. prot;;rt.:a. It would be pooc1ble to obtain oane 
c~~u.-o ot co.1troJ.., ouch c.o rcquirine tho Cc:r.:.m1.tteeto rei>ort to the 
~rc:;1dc:lt throuzh thG Oocroto.ry ot C~rco, v1thou1i a tunrl---~-t-.al abakeup 
1n tbe Cc::I:lnittoe •o etNcture. • 

C::l tho other band~ \.'O be.VO f1vo re.us.ma tor recau:ncmdins flm4amcmtal 
~:1 1n t.'l0 Gtructure end or~t1o.i. ot tho Cazittce; 

l. ~ Ca:::11ttcG 1a not re3l,>OnC1bleto orq O.f$1Jq he241 re;port1Jla 
.ariJ.y to tho i'ro~1clent. In pro.ct1ce w.a :cons tlul.t 11;open.tea 1nclo­
p~clc::,.tly. 

2. ~ rc:11 torco beb1nt1Jtbe Cc:=tttee rests vlth tho AdviGor:, 
Council. 1'ho Cow:icll 1Do.PPro.Priatel.1 fincncos part ot ta CCQd.ttoo•a 
~mtions. 

3• ~ Council baa jz,:Clucm.ce4the Camn1tte\t towrda l'8otr.a1n1n& 
tho 1"0lo ~ tbe Fod.orQJ. Covormont ill trattio 8Afety o.ct1v1Uoa. 

https://re.us.ma
https://tunrl---~-t-.al
https://Oocroto.ry
https://Fedor.Jl
https://ccp~a.tt
https://Covormcnt--.11.oo
https://cr~.n;:;.ry
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4. The existence of the CoICI.littee gives the i,ubllc a false sense 
of the nature or the Federal. ef'fort. Its program - o-r indeterminate 
value -- obscures and conf'use.s .. :J;he public as to the dtorta o-rother 
Federal agencies in traffic saf'ety. s.. c 

5. If' a general reorganization ot h1gll,,q saf'ety reaponaib1l.1tiea 
is to be undertaken., it makes sense to make conatrw:tive change• ill 
the President's Committee at tpe aamatime • 

.. 
. •' 

(signed) 
• • •. ll1 ll 1am M. Capron 

Aasiartant J>1.nctoZ' 

.. 

• 

.. 
,,• .... 
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~011 PROORAK 

Agenda tor Meeting 
OD 

Septellber 25, 1965 

I. Rl!nULATIOlf 

A. The 1965~ask Force Ret>ortF9J?O!e• tos . 

l. S1mpl.11y procedures 1n abandoment ot redUDdant rail :treight Nrrice. 

2. Require ICC to empbaaize coat 1Jl.p&ct ot tecbnological u4 Nrrioe imloYat:laaa 
1D rate making. • 

3. Repeal "rule ot three" OD exempt vater trattic. 

It-. Repeal~ 11 1939l1a1t on 11.at ot exempt balk caao41t:t.ea. 

5. Create Joint boar4a OD tbrousb route• ancl Joillt re.tea. 

6. Iwpoee control ot :lntemational. a1r ratea. 

B. Additional proposal.a that should be naluated 
and presented tor Presidential deciaion: 

1. Repeal long and short haul prorlaion ot IC Act. 

2. Repeal requirement ot IC Act that rate• be b&se4 on "nuonable claasiticatioaa• 
ot property. 

3. .AmendIC Act to require rail and motor carrier• to accept ■hipper-owed or -
-leased equipment at cost-baaed·ratea. 

4. Limit liability ot carriers tor loaa or clamage otc01111110n propert:7. 

5. El11111Daterate regulation ot all unaubaicl1ze4 .4011eat1cpuHnger tnuportat:t.on. 

6. Dezv-carriers right to request •U8J>enaionot propoaec1rate• or place 'b1IIUD of 
proot on compl.a1D1Dg camera. • 

7. Prohibit m1x1ng rule• OD container ahipaenta. 

8. El1m1na+.eecODOllic regulation ot small ahipaenta. 
'• I 

' 9. Liberalize motor and vater carriers operating r:lghta •. 

10. Rev1N i:c Act to facilitate wlunta17 reo,ogazdsat:lcma., 

11. BeT1ev •rser po11q, 4eft1op aat:loD propoaw.
I 
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II. REORGANIZATION 

A. The 1965Task Force R!J?Ort Pl"01)()8e& to1 

1. Create a Department ot Transportation. 

2. Create a National Transportation Co"UDcil. 

3. Reduce ICC meaberahip trca 11 to 5 or T, pron.de Prea1cleut1al •~1Dtllellt 
ot Chairman. 

Ja.. Transfer ICCSafety Punctiona. 

B. Additional proposals that should be evaluated 
and presented tor Presidential decisions 

1. Create a mechaniaa tor renev ot all Federal transport iD'Veatamt Pl"'OJ08W• 
·I:~ needed 1t ~nt. ot Tranaportation 1a not creatAd.:J . I 

I .. 
2. Consolidate an4 reorganiu tnnai,ortat:l.on resuJ,atoJ7 apncie1 u a 11Dll,e • 

agency, dnoid of all prmational ml ed•1n1.tn.tift functiona. 

3. hriev the 41v1aion of aatety :reapouib111t1ea betvND CABan4 PM,'. • . . 

III, HIGHWAYSAFE'l'f ... 

The 1965Task Force Re:port Pl'01)08ea to: 

Establish a Bighvq Safety Center 1n Ccalllerce (~:at of ~ticm), 
(a) to develop a program, (b) to collect and evaluate accidelrt u4 :relate4 kt&, • ... 
and (c) ~ eatabliah a •cauaa1 iD'Veatiption program.• ... • • 

... 
ff• BIGBWAYFIBAICilll 

A. 1!le ·1965Task Force Rgort EOJ?O••• to1 . ' 

1. Give ambiguous endorsement o:t tbe 1Dc:reue4 truck tau• pro;poae4 'b,rtbe_ •. •• • • • • • . 
Mm1u1 "tration last year. .. • : · · : 

0 : .• .H 0 

2. Tran.eter exci■e tax on nev autcaobilaa to tbe Jl1g):arq Traat l'lmll. 

3. Reduce propoaal tor 41eael fllel ·taz 1Dc:reue 1'raa 3 oata 1Dc:reue to 
2 centa. •• ,., . 

') .. 

https://tnnai,ortat:l.on
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B. Additional proposals that should be develop.4 
and presented tor Presidential deciaionz 

1. Impose ditterential user charges to reduce trattic peatiDg ill congeste4 
urban areaa. 

( 

2. Reat'tirm 44m:1n1etrat1on'• h1g)lvq UNr charge propoNl•• 

V. RESEARCH 

The 1965Task Force Reports 

The discussion does not make clear, specific rec0111111eD4atioD■• B1Dt• ot nee4 t• 
additional :tund• and aaendator, legi■lation an llllt.4a1 bin 't.be c1e ■1rald.lit7 ot 
proceeding &loDg theN line• 11H1U to be que ■t10De4. 

VI. AVIATIOB 1J81R CJIARGBS MD WATERWAY 

A. The 1965Te.alt Force Report: 

Gift ■ qualitied ■upport to adm1n1atration proposals, 41acuaae ■ alternatift ■ ill 
general term■ 11114nae•t■ ■erioua conaiclerat1on ot direct tan■ on air ■hippera 
aD4 'traftller■• 

B. Ad41 tional proposals that should be clevel.oped 
and presented tor Preaiclential. decision: 

Design and carry Ollt a comprebenaift study ot 1nlen4 vateZ'vaJ trattic, carrier 
operating coat■ -- 1Dcl\ld1ngtranater co ■t■ -, coa1; s..i,.ct ot w■■1ble uer 'tm■, ~ • 
aD4 consequent ettect on dtwend. • • 

VII. HIGHWAYmw1nPICATIOlf 

The 41■cuas1on 1■ not decis1ft 1 auggeata general t\1114t1DaDc111&, otqew i,rogrua 
■till to be deftlopecl u4 presented. • 

VIII. HIGHWAY-MASS'ftWISl'r CO<lUlDIATIOI 

A. '1'be 1965Te.alt Force Bepor\Z 

Ko nev legi ■lat1on 1• ftCOllllended. CGDtimlatioD ot a1n111g· lldw1n1 ■traUw 
coord.1Dat1GG 1• 4Nlle4 ■au.taoto17. • 

·- - -- ------



B. Additional proposals that should be evaluated 
and presented tor Presidential decision: 

1. .Amendthe Federal-aid Highway Acta to require that urban bigbvq pl.au be 
found compatible vith comprebenai-.ecoan:n11n1t7 de-.elapmentpl.au. 

' 2. Asaign llrban highwq and wa transit planning respcmaibilit.7 to BUl)J trauit 
research, t1Danc1Dg 1 an4 poaai'ble aune1Uence ot operaUou to Dev llm'em Sa 
Commerce (later 1D a Departmentot ~rtatioll). . 

IX. HIGHWAYTOLL J'.ACILITDS 

The 1965Task Poree Report propoaea to: 
•

Empower Ccan:lerce to control coutruction u4 npl&te 1ibe UIOlln u4 ~Uoa 
ot toll.a Oil IDterstate 'br1.4pa a4 tmmela. 

I 
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Octobei· 141 1965 *~d~~ 
FOR Jack Valenti 

FR OM Joe Califano 

Please give me your ideas on any­
thing you think we should add. 
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EYESONll. 

October 13, 1965 

FOR BW Moyer• 

FROM Joe Califano 

Read this in the background of all the detailed 
memoranda you have read on each ta•k force. 

Please give me your ideas on anything you 
think we should aclcl. 

Attach. 

~ 
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THE WHITE HOUSE 

WASHINGTON 

October 12, 1965 

FOR THE PRESIDENT 

FROM 
• 

This is a status report on our preparations for next year's legislative program. 
)r

Task Forces 
A. 

Beginning in early August we set up 14 separate in-house legislative 
task forces at the Cabinet and Sub-cabinet level. The subjects, the Chairman 
and the White House representatives are as follows: 

White House 
Topic Chairman Representative 

Transportation • Boyd White 
Labor Wirtz White 
Air and Water Pollution Ackley 
Population and Family Planning McPherson 
Income Maintenance Ackley Califano 
Tax Beform Fowler McPherson 
Education Keppel Cater 
Public Assistance Cohen Cater 
Urban Affairs and Housing Weaver McPherson 

• Health Care Cohen Cater 
Agriculture and Rural Life Freeman McPherson 

• Civil Rights .-Katzenbach White 8t McPherson 
Crime Katzenbach Califano 
Foreign Aid Rusk Bundy 

As these task forces were launched, I met personally with the heads and members 
of each and charged them as follows: (a) Develop the most creative and imaginative 
ideas; (b) Develop these ideas without concern for politics; (c) Present the ideas 
simply and clearly, with alternatives and their co·sts; (d) Develop a set of matching 
national goals; and (e) Keep the reports closely held to avoid leaks. We stressed 
the need for each Cabinet officer to participate directly in the idea-gathering 
process and to use the best minds they could find. 
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In addition, we have three outside groups: 

1. Intergovernmental Relations -- a group of experts under Charlie Schultze 
studying ways to improve Federal-state-and local Government relations, one of 
the keys to successful implementation of your Great Society programs. 

2. Urban Affairs -- a group of experts who will begin meeting on Friday 
with Harry McPherson and me to review our in-house task force reports and some 
other proposals (including Walter Reuther's). 

3. Foreign Aid -- the Clifford group working with Bundy. 

Other Resources 

Outside the task force framework we are getting ideas from the following 
resources: 

• The Departments and Agencies (Post Office, for example, has come up 
with a plan to revitalize the parcel post system; Justice has a proposal for over­
hauling the "equal time" laws). 

. Heads of Agencies (John Gronousld has evolved a plan for revising the 
lobbying laws, and in line with your instructions, I have asked Nick Katzenbach 
to appraise it; Len Marks is working on your idea of a bi-partisan task force to 
approve the release of USIA films for domestic showings; Esther Peterson is 
working with me on possible consumer legislation). 

. The business, labor and intellectual community (illustrative are Walter 
Reuther's plan for the cities; MIT Professors Ekhaus• and Wood's low income 
housing proposals; Dean Kingman Brewster's ideas on a national youth service 
program). 

. Commissions that were set up when we arrived such as the Merchant 
Marine Committe~. and the Automation Commission. 

Citizens at large, who responded to Dick Goodwin's call for ideas .• 

Legislative Inventory System 

In addition, we have set up a legislative inventory system. Under this, we 
are cataloguing all of the legislative pledges you made in various messages and 
speeches. We will then tally those items which have been passed, are awaiting 
passage, have not been passed, or have not been proposed. Out of this will come 
items we should clean up in next year's program. 
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Where We Now Stand 

We are now in the midst of an evaluation period. A number of task 
force reports have already come in -- Labor, Health, Transportation, and 
Urban Affairs. The others are due soon. 

To be sure we fully understood the impact of these reports (and of the 
other miscellaneous proposals) a critical and objective analysis was in order. I 
iskedGardner Ackley, Charlie Schultze and their top experts, to review each 
report with me. Out of this process we get a breakdown of the strengths and 
weaknesses of each idea and generate other yet unexplored ideas. Thus armed, 
we sit down with the responsible Cabinet officer and ask him to refine and 
flesh-out the most attractive proposals. 

We will repeat this cycle with each report to be sure we get the gold and 
not the dross. 

We will then meet on each set of proposals with all the interested agency 
heads to get their views. 

When we have completed this distillation process, we will be prepared to 
give you a briefing and a book in which you will have arranged on a single page, 
for each legislative area, the alternative proposals and their costs so that you 
can select those programs you consider best. This will be ready for you by 
early December. 

My main concern throughout has been to develop the fullest range of 
alternative proposals (with their costs) for your review. My main objective is to 
give you a program in which you can provide for the needs of the American people 
-- and yet at the same time fulfill these needs prudently at the lowest possible 
~ In short, the President will be the great provider, as well as the great 
economizer. 

Some of the Key Ideas so Far Developed 

Our evaluation process has thus far centered on transportation, health and 
labor. We will be meeting continually on the other task force reports from now on. 

Transportation and Health 

In the transportation area, the following proposals emerged with the objective 
of streamlining our Government and getting us out of the old, outmoded regulatory 
structure. These plans are now being fully developed by Alan Boyd. 



• • 

. ..' 

4 

A Department of Transportation .• 

Reorganization of the regulatory transportation functions •• 

Program of deregulation to make transportation rates more competitive• 
and rational. 

• A major highway safety program. 

In the health area, John Gardner, Wilbur Cohen and Doug Cater are working 
on the ideas to provide the buildings, medical personn~l and equipment necessary 
to raise the quality and lower the cost of medical care for our citizens, and to 
achieve the full promise of medicare. The key proposals are: 

• Alternative programs to give us more and better hospitals, lower 
cost hospitals, and lower cost hospital care, particularly in urban 
areas, including some funds for experimental, pilot programs seek­
ing new vistas in hospital care. 

• A program to provide the country with more trained doctors, nurses, 
medical technicians, and paramedical personnel. 

A program of child medical care to start the country on the road• 
toward a Great Society where no child will be inhibited in the 
development of his talents by lack of adequate medical care. 

• A quick results program to eradicate diseases that we have the 
capability to destroy -- rheumatic fever and venereal disease, 
for example. 

Other Areas 

Representative of the other proposals that we are working on are: 

. A ''Marshall Plan" for our cities to make them safe, healthy and 
comfortable. 

• A demonstration program for a few competitively selected cities. 

• An agricultural program to improve the quality of rural life and 
to stem the flow to the cities. 

I 
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A conswner legislation program to help each hous ewi!e in America• 
get more for her dollar -- and know what she is getting for her 
dollar. 

• A tax reform program to continue our unparalleled prosperity. 

• A coordinated civil rights -- Central City program to try to reach 
·the heart of the Negro man and his family. This Fall's civil rights 
conference here as well as the recent reorganization of our civil 
rights activities will help greatly. 

An all-out effort to bring into the ranks of the working force the• 
"employable unemployed" and to build incentives into our welfare 
programs so that our tax conswning citizens can become tax 
producing. 

Operation TRIM 

But perhaps the most far-reaching step will be in the direction of organizing 
our Government for the Great Society. This year the President and the Congress 
have been the Great Providers. Next year, the President and the Congress should 
be the Great Managers, the Great Administrators -- the architects of efficient, 
effective government. Thus, you can go to the country at the end of the 89th 
Congress with the first session on vast new programs and the second session 
on economy, efficiency and good management. You have already taken the first 
major step in the introduction of the new planning - programming- budgeting 
system. 

Kermit Gordon has described this as "Operation TRIM". TRIM t!}ghten, 
Reorganize, Invigorate, Modernize) can serve as the hub around which many of 
your proposals can revolve. 

Much of the groundwork for TRIM has already been laid by last year's task 
forces on Reorganization and Cost Reduction. Some of the ideas which we are 
now exploring and which show real promise are: 

• A new Department of Natural Resources to place the many activities 
in this field under one roof. 

. A reshaping of HEW to make it more responsive. 

. A merger of the Small Business Administration into Commerce. 

The creation of a single banking agency out of the three we have today •• 
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The introduction of much greater flexibility into our Civil Service 
System (particularly at higher levels). 

Greater emphasis on cost reduction throughout Government .• 

Special Messages 

Your State of the Union Message obviously depends on the programs you 
approve. We plan to have Dick Goodwin prepare the draft of that message. 

I am also reviewing the special messages you presented last year with a 
view towards the kinds of messages you should deliver at the next session. We 
have already staked out some areas in which special messages or letters will 
be forthcoming -- for example, the Supersonic Transport, the Asian Bank. There 
will be a host of others. As was the case last year, all will be integrated and 
consistent with the State of the Union address so that, taken together, the Johnson 
messages will be another eloquent statement of your public policy. 
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THE WHITE HOUSE 

WASHINGTON 

October 13, 1965 

BILL: 

As you know, this is an extremely 
sensitive paper and I would appreciate 
it if you would see that it reaches the 
President directly. 

Joe Califano 
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THE UNDER SECRETARY OF COMMERCE 
FOR TRANSPORTATION 
WASHINGTON, 0.C. 20230 

October 22, 1965 

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

Submittal of Position Papers Dealing with 
Reorganization of E)cecutive and Regulatory 
Agencies Dealing with Transportation 

Attached are the two papers dealing with transportation organization 
which you requested at the meeting with the Transportation Task Force 
on September 25. 

1. A Department ot Transportation and Related Organizational 
Issues. 

This summary paper recommends the creation of a Department 
ot Transportation as the organization approach best suited 
to meeting the need for improved transportation policy 
formulation and program implementation within the Federal 
Government. The moat appropriate alternative if the decision 
is against seeking the creation of a Department of Trans­
portation is a strengthening of the consultative mechanism 
v.l.tbin the Government through the establishment of a 
Rational Transportation Council. Other alternatives are 
also considered. 

2. Reorganization of Regulatory Activities. 

This paper recognizes the desirability of a single trans­
portation regulatory agency as a long-range objective. 
It discusses 1n some detail the need for a new regulatory 
philosophy prior to the merger of the Interstate Commerce 
Canm:1.ssion, the Civil Aeronautics Board and the Federal 
Maritime Commission. Some alternative regulatory and 
related procedural policies are suggested as suitable tor 
a single transportation regulatory agency. An interim 
policy of Presidential appointment of the ICC Chairman 
plus the transfer of safety and subsidy functions :trom 
regulatory agencies is suggested. 

It is our belief that the reform of the administrative and regulatory 
structure of the Federal Government affecting transportation should 
proceed 1n four phases: 
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l. Concentration ot transportation agencies 
functions other than economic regulation 
Branch 1n a Department ot Transportation. 

and transportation 
in the Ezecutive 

2. Interim 
include 

reforms ot the Interstate commerce CODlll1.ssion • to 
the Presidential appointment of its Chairman. 

3. Reform ot the philosopey ot transport regulation which 
would simplify procedural and substantive aspects ot 
regulation to emphasize canpetition and econanic performance 
rather than judicialized procedures based on the assumptions 
used in the regulation ot monopo~. 

4. Design of an organization and procedural aspects which 
would concentrate regulatory authority in a single 
transport regulatory agency 1n accordance with a suitable 
regulatory philosophy. 

Ve have not gone into a detailed organizational study ot the proposed 
Department of Transportation, except tor the canpilation ot some 
budgetary and employment data on the various agencies and collection 
ot present legislative authority and functional statements concerning 
the various transportation programs. This subject has already been 
explored in considerable depth by two Presidential Task Forces in 1964, 
one dealing with Government Organization, the other with Transportation. 
Both groups recanmended the creation ot the Department ot Transportation. 

Ve have also discussed this problem in detail with representatives of 
the Bureau of the Budget, including the Otf'ice of Management and 
Organization, with whan we are in agreement on major organizational 
philosopey-. The Bureau's staff' have reviewed the papers in draft torm 
and we have had the benef'i t of their comments, but we have not sought 
specific concurrence in regard to these papers. 

The foregoing indicates to us that there is ample study and consensus 
to enable a decision to be made on the general merits ot the Department 
ot Transportation. M:>re detailed study or the canplete organizational. 
impact of the idea should await a favorable decision on the policy of 
creating the new Department. Should the decision be in favor of a 
Department of Transportation, this Task Force will assist in every 
possible way with the conduct ot the necessary detailed studies and 

Juat11'1cationa. / ~~{, ibtJJ 
.xr~. rBoyd 
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THE UNDER SECRETARY OF COMMERCE 
FOR TRANSPORTATION 
WASHINGTON, D.C. 20130 • 

October 22, 1965 • 

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

SUBJECT Submittal of Position Papers Dealing vi th 
Reorganization of Executive and Regulatory 
Agencies Dealing with Transportation _ 

Attached are the tvo papers dealing with transportation organization 
which you requested at the meeting with the Transportation Task Force 
on September 25. 

1.· A Department of Transp5>rtation and Related Organizational 
Issues. 

This summary paper recommends the creation of a Department 
of Transportation as the organization approach best suited· 
to meeting the need for improved transportation policy 
formulation and program implementation within the Federal 
Government. The most appropriate alternative if the decision 
is against seeking the creation of a Department of Trans­
portation is a strengthening of the consultative mechanism 

-~- Within the Government through the establishment of a 
National Transportation Council. Other alternatives are 
also considered. 

2. Reorganization of Regulatory Activities. 

This paper recognizes the desirability of a single trans• 
portation regulatory agency as a long-range objective. 
It discusses in some detail the need for a new regulatory 
philosophy prior to the merger of the Interstate Commerce 
Commission, the Civil Aeronautics Board and the Federal 
Maritime (:;>ommission. Some alternative regulatory and 
related procedural policies are suggested as suitable tor 
a single transportation regulatory agency. An interim 
policy of Presidential appointment of the ICC Cha.ixman 
plus the transfer of safety and subsidy functions from 
regulatory agencies is suggested. 

It is our belief' that the reform.of the administrative and regulator)' 
structure of the Federal Government affecting transportation•~ 
proceed 1n four phaaea: . • c 
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l. Concentration of transportation agencies and transportation 
f'unctions other than economic regulation in the Executive 
Branch in a Department o:r Transportation. • 

2. Interim reforms of the Interstate Commerce Commission·to 
include the Presidential appointment of its Chairman. 

3. Reform of the philosophy of transport regulation which 
would simplify procedural and substantive aspects ot 
regulation to emphasize competition and economic performance 
rather than judicialized procedures based on the aasumptiana 
used in the regulation of monopoly. 

4. Design of an organization and procedural aspects which 
would concentrate regulatory authority in a single 
-transport regulatory agency in accordance vitn a suitable 
regulatory philosophy. 

We have not gone into a detailed organizational study of the proposed 
Department of Transportation, except for the compilation of some 
budgetary and employment data on the various agencies and collection 
of present legislative authority and :functional statements concerning 
the various transportation programs. This subject has already been 
explored in considerable depth by two Presidential Task Forces in 1964, 
one dealing with Government Organization, the other with Transportation. 
Both groups recommended tne creation of the Department of Transportation. 

We have also discussed this problem in detail with representatives ot 
the Bureau of the Budget, including the Office of Management and 
Organization, with whom we are in agreement on major organizational 
philosophy. The Bureau's staff have reviewed the papers in dra.:f't form 
and "We have had the benefit of their comments, but we have not sought 
specific concurrence in regard to these papers. 

The foregoing indicates to us that there is ample study and consensus 
· to enable a decision to be made on the general merits of tne Department • 
of Transportation. More detailed study of the complete organizational. 
i=:pact of the idea should await a favorable decision on the policy ot 
creating the new Department. Should the decision be in favor ot a 
Department of Transportation, tbi.'s Task Force will assist in every 
possible way with the conduct of the necessary detailed studies and 

~tifie&tiODS. ) VG,,_{.~JJ 
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A DEPARTMENT AND RELATED ISSUESOF TRANSPORTATION ORGANIZATIONAt 

•
Transportation, a single p~~pose funftion as it operates in the 

National economy, is dependent on a variety of Federal promotional 
~ 

fnd 

regulatory programs which are administered as though it were a multi• 

functional activity. This lack of administrative coordination among a 

great number of transportation programs has resulted in distortion of 

development, in wasteful competition in some instances and lack of 

adequate. service in others, in opposing purposes among Federal programs, 

and no clear relationship between transportation and other great policie1 

of Government. • Moreover, the fragmented F~deral transportation policie1 

have created vested interests in the economy which have distorted both 

investment policy and regulatory purposes to their own ends. 

Some of the uneven results of this absence of coordinated policy are 

little short of National tragedy. While the expenditure of vast sums of 

Federal money has supported the development of excellent:highway systems, 

__ __,._,utstanding waterways, and a nationwide system of airways and airports, 

the railroad system has deteriorated in certain areas to the point where 

shippers cannot get service for growing industries, where travelers have 

no choice as to mode of travel, and where urban locations are threatened 

with loss of vital coumuter services. During the time that highway 

development has attained its highest level, mass transportation in our 

cities has atrophied. This has distorted urban development hastening 

the decline of downtown areas and spurring the suburban economies. 

Regulation too is hampered by lack of consistent Federal policies • 

. While billions are expended on express highways, regulatory restrictions 

hamper the use of them by the CODDOncarrier system whose duty it ia to 

cu , a ca cs • , s z ••a ,.a x ;:u z z a;;;: : a SP I Uh sq A 
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give the public the best possible service. Communities have faced 

difficulties in having needed carrier services on Federally improved 

waterways. Because of regulatory restrictions, the results of scientific 

and technological advance cannot be reflected in carrier rate policy 

without long Court action. 

A case could be made that the Federal Courts have done more to 

advance a sound cdordinated National transportation policy than have the 

other branches of Government. The failure of Executive Bi~anch policy i•., 
"" epitomized in the struggles to establish some order following the 

' • implementation of the Hoover Comnission recommendations in 1949. Then 
... 

a major concentration of promotional programs was placed in the pepa_rt•
•. c. 

ment of Commerce under the nominal supervision of an Under Secretary for 

_Transportation. This effort foundered on two major difficulties: 

'(a) absence of a means of controlling and administering programs on a 

uni-functional basis, and (b) absence of ability to generate major policy 

decisions in the Executive Branch, particularly at the Presidential level. 

Transportation policy will continue to founder until the decision• 

making process is adequately organized and made accessible to the 

President. The beat way to accomplish this is through representation 

of transportation at the Cabinet level. • 

Transportation meets every criterion for the creation of a Cabinet 

Department. It is a large function in the National economy and has 

important relationships to social welfare. The total sum spent on trans• 

portation in the economy 1• equal to one-fifth of the Gros• National 
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Product, and the inputs of transportation are a vital part of the 

•National productive effort. Transportation figures largely in 

Federal administration wi.th more than 50,000 persons in direct 

promotional programs and possibly 10,000 others in directly related 

activities. The Federal budget for transportation is over 

$6 billion. By its nature transportation is uni-functional and can 

be administered most effectively through a coordinated organization 

far better than through scattered and independent bureaus dealing 

with individual modes. Extensive research could extend the uni• 
. 

functional nature of transportation through improved coordination in 

transportation systems, involving both governmental and private 

investment. 

The two alternatives for dealing with the fragmented responsibili• 

ty in transportation and improving the Government's capability to 

provide the comprehensive coordinated policy necessary to cope with 

the Nation's ever increasing transportation problems are: 
I( 

l. Cre~tion of a Department of Transportation, bringing 

together the principal agencies providing facilitiec for the 
~ 

public or otherwise promoting transportation development. 

2. Strengthening the consultative mechanisms within the .... 
Executive Branch to coordiuate promotional and regulatory agel)__ciea

• <.; 

dealing with transpor~~t!~n p~;!cy!_acc~mpanicd with some limited 

transfers of programs to the Department of Commerce which would 

assume leadership in any consultative mechanisms. 

The preferred alternative is the creation of a Department of Trans­

portation. If it should be decided to undertake a more limited approach, 
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a National Tr~nsportation Council should be formed. Such a Council 

should be chaired by the Department of Commerce with its membership • 
I o 

consisting of t~e heads of principal Federal agencies and departments 
. 

having transportation responsibilities. This could be accompanied by 

some limited transfers of functions to the Department of Commerce to 

strengthen its present functions in land and maritime transport. The 

policies and programs of the agencies within Conmerce could then be 

coordina~ed through a Nationa~ Transportation Council with air and 

inland water promotional agencies, with the transportation regulatory 

agencies and with other Departments such as State ~d Defense which 

have special interests in· transportation problems. 

A more detailed discussion of the two alternative organizational 

approaches follows: 

'A Department of Transportation 

Two recent Presidential task forces, those on Organization and 

Transportation, have recommended the creation of a Department of Trans­

portation. Thus the need has been recognized both from the standpoint of 

overall administrative efficacy and from the needs of transportation 

policy. Staff consultations with the Office of Management and Organiza­

tion in the Bureau of the Budget indicated an agreement in principle 

that one of the major difficulties in transportation policy formation 

lies in organizational disperson of Federal programs, and that a Depart­

ment of Transportation is an appropriate organizational solution. 

The dispersal of programs dealing with transport investment, opera-
...., 
tion of facilities, aafety, and research programs is well known and has 

'b 
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been widely documented for many years. Realization of the effects 

of this dispersal led to the favorable report of the Hoover Coumission • 
toward the location of major transporta~ion responsibilities in the 

Department of Commerce and the adoption of Reorganization Plan No. 21 

of 1950 establishing the Office of the Under Secretary for Trans­

portation. 

A Department of Transportation is a specific antidote for dis• 

persal of responsibility for policy making. This would bring the 

major programs under a single Secretary who would have the central 

responsibility within the Government for policy formulation and for 

establishing programs and planning concepts, organizational arrange• 

ments, and other means of administering all transportation programs 

- to achieve coordinated policy objectives. 

Included in a Department of Transportation would be the present 

activities of the Department of Commerce in the transportation field; 

the Bureau of Public Roads, the Maritime Administration, the 

St. Lawrence Seaway Development Corporation, the Great Lakes Pilotage 

Administration, and the Office of Emergency Transportation. Other addi• 

tions would be the Federal Aviation Agency, the Mass Transportation 

program in the Department of Housing and Urban Development, Alaska 

Railroad, and the Coast Guard. Consideration should also be given to 

the transfer of ·the rail.and motor safety functions of the Interstate 

Commerce Commission and of the aviation safety functions of the Civil Aero­

nautice Board. The car service functions now residing in ICC and the local 

service airline subsidy program now administered by the CAB should also 

be,.considered ~(?~_inclusion in the new Department ~{_Transportation. 
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The Weather Bureau and Coast and Geodetic Survey which have recently • 
been brought together in the Enviornment.al Sciences Service Admini•~ra• 

tion have important relationships to transportation and should be 

considered for inclusion in a Department of Transportation. 

The discussion will now proceed to examine first, those 

functions which should definitely be part of a Department of Trans­

portation; second, those which should not be considered at thia time; 

and third, those which should be studied further before a decision 

is reached as to whether or not to include them. 

AGENCIESDEFINITELY FOR INCLUSION .RECOMMENDED 

Bureau of Public' Roads. Department of Commerce 

The Federal Aid Highway Program is well established with more than 

40 years administrative experience. It is basically a grant-in-aid 
; 

program to the states for the development of interstate, primary, and 

secondary roads with extensions in urban areas. It is funded by a 

series of taxes on highway users totaling about $4 billion a year. 

The Bureau employs about 4500 persons. The Interstate program is the 

most structured element in terms of program objectives, scheduled for 

completion in 1972 at a total cost of about $50 billion. The two 

principal policy problems confronting the Federal-aid highway program 

are: 

(a) Highway policy and planning for Post 1972--the 

period following completion of the Interstate prograa. 

https://Enviornment.al
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(b) Coordination with regional planning objective, • 
including mass transportation, comprehensive planning, 

and environmental effects of highways. 

The Maritime Administration. Department of Commerce 

The Maritime Administration administers a program of operating 

differential-subsidy for American flag shipping lines on essential 

foreign trade routes. It.also provides construction-differential 

subsidy so that American merchant ships can be built in American ship• 

• yards in competition with foreign yards. An extensive program of 

marine insurance, officer training, and reserve fleet administratioo 

is maintained by the agency. Its budget averages about $350 million· 

annually and it has 3500 employees. There has been an increasing 

dissatisfaction with the performance of the Nation's maritime program, 
\ 

and there is a growing belief that subsidy in its present form is not 

the answer to the Nation's maritime ills. An interagency task force 

has recently completed work on a proposed new policy and program for 

the maritime industry. While this policy has not been officially 

adopted.by the Administration, there is little doubt that basic changes 

in the present 

survive •. 

programs are necessary if the 
.• 

u.s .. Merchant Marine.ta to 
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Federal Aviation Agency 

··- This Agency operates and maintains a conmon civil-military system 

1of air traffic control in the United States. It has 45,000 employees, 

and an annual budget of about $800 million. It also provides grants-in• 

aid for airport construction through the Federal Aid Airport program, 

certifies aircraft and airmen, has broad responsibilities in the field 

of aviation safety and is charged with the promotion of civil aviation 

in the u.s. and abroad. It was formerly in the Department of Coumerce 

as the Civil Aeronautics Administration but became independent and was 

consolidated with several other aviation agencies as a result of the 

Federal Aviation Act of 1958. The Agency has the responsibility for 

basic policy decisions with respect to kinds-of airway systems the U.S. 

will develop in the future and for the development of a National Airport 

Plan. 

Coast Guard. Treasury Department 

The Coast Guard is transportation oriented. It provides for searcb 

and rescue for vessels and aircraft.· It patrols the sea-lanes and inland 

waterways, maintains port security, operates navigation aids such as 

lighthouses and radio stations, operates an iceberg patrol in the North 

Atlantic, and administers a.program for small boat safety. It is prominent 

in safety regulation of vessel operation. This includes licensing and 

certification of seagoing personnel, manning standards of vessels, life­

saving and emergency procedures and facilities, inspection of vessels for 

seaworthiness, loading and freeboard standards, dangerous cargo control, 

conditions aboard a vessel affecting safety and the investigation of· · 

accidents and determination of liability through administrative procedurea. 

Its current budget is about $400 million and it haa 31,000 military and 

3,700 civilian employees. 
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The St. Lawrence Seaway Development Corporation • 
This agency, a wholly owned Government Corporation, is und~r the 

a C 

supervision of the Secretary of Commerce by virtue of its organic 

act which empowers the President to delegate his supervision to one 
• 

of the Executive departments. The agency was supervised by the 

Secretary of Defense during its construction phase when. it was 

dependent on the Corps of Engineers for construction services. The 

Corporation cooperates with Canada in operating the Seaway and 

negotiates with Saint Lawrence Seaway Authority of Canada to establish 

toll charges on the· Seaway and for division ot toll 
' 

revenue, between 

the two countries. Its principal policy problems involve the level 

of tolls necessary to recover its costs. 

The Great Lakes Pilotage Administration 

The Great Lakes Pilotage Administration is currently located i~ 

the Department of CoD111erce. It supervises the licensing of pilots 

capable of navigating vessels on the Great Lakes and has the responsi• 

bility for maintaining an adequate system of pilotage. Determinations 

regarding the number and location of pilot pools are made in coopera­

tion with the Government of Cariada. 

Safety Functions of the Interstate Commerce Commission 

The Interstate Commerce Commission regulates motor carrier and 

railroad safety, the latter under a variety of statutes. At the present 

time the field ataffa·which carry·:out·the principal safety functions 

• I 
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are coordinated with other ICC activities. These safety functions, • 
however, are not by their nature related.to the economic regulatory 

functions of the Commission and increase the heavy burdens on the 

staff and members of the Commission. Historically the principal prob• 

lem in the ICC safety area has been one of inadequate resources in 

relation to the magnitude ?f responsibility. These safety responsi• 

bilities should ~9 removed from the Commission, and brought within 

a Department of Transportation as a part of a comprehensive trans• 
\ 

portation safety effort • 
...... 

Car Service Division of the Interstate Commerce Commission 

The Coumission has responsibility for distributing the Natfpn'.;;.9 

rail car supply in times of shortage through car service orders. These 

orders are implemented under a delegation to the Association of 

American Railroads. The issue of inadequate car supply is a very 

controversial one which appears to be growing in intensity. 

Subsidy Functions of the Civil Aeronautics Board 

While domestic and international trunk airlines of the United State• 

----re eligible for subsidy under- the-Federal-Aviation Act, no trunkline 

has received subsidy for several years. The local service airlines 

receive approximately $68 million annually in subsidy. In addition the 

Alaskan and Hawaiian carriers combined receive about $10 million. 

Helicopter subsidies have been at a level of $4 to $5 million, but will 

be terminated at the.end of thi• calendar year. -These •ubaidy programs 

I 

https://related.to
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could be administered in a Department of Transportation on the same 

basis as present administration of maritime subsidies. 

The Nass Transit Functions of the Department ot Housing and Urban 
Development • 

This program was inaugurated in the Housing Act of 1961 and ex­

panded in the Urban Mass Transportation Act of 1964. Demonstration and 

capital grants-in~·aid are extended for mass transportation through Statt; 

and local public bodies. The development of Federally atded mass transit 
'J 

proceeds simultaneously with highway. development aided by the Bureau of 

Public Roads. Coordination of policy, planning, and physical activity .' . 
is essential. In terms of reseKrch and development and regional p4lnning, 

~ -.: 

this function is also related to the high-speed ground transport effort 

of the Department of Commerce. Mass transit is a beginning Federal 

program, which could easily be transferred without a great amount of 

administrative difficulty or disruption of personnel. As a function it 

definitely belongs in the Federal transportation complex centered in a 

Department of Transportation. 

Alaska Railroad 

This facility is operated by the Department of the Interior as a 

division of the Office of Territories. It is likely that this enterprise 

will require some kind of continuing Federal support for the foreseeable 

future, probably in the form of capital contributions. Basic policy 

issues involve the relationship of the railroad to ICC regulation, and the 

question of whether it ought to be fncorporated. 

ACTIVITIES NOT CONSIDERED FOR INCLUSION AT THIS TIME 

The Navigation Functions of the Corps of Engineers 

Multiple purpose water resources development, emphasising river basin 

planning, appears to be the cen~raf focus of the Corps of Engineers. 
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These activities are being coordinated through a National Water Resources 

Council made up of principal water resource agency officials. It would 

not appear prac~Jcal to arbitrarily separate the administration of por~ 

and inland waterway navigation functions from the basic resource develop• 
\ 

ment and conservation activi_ties. The Department of Trar.:,portation could, 

however, prepare evaluations of overall water transportation needs, aeee•• 

the need for waterway increments in major .regional projects and insure 
l,-

that planning for waterway development was considered in the cont.ixt of 

of the Nation's total transportation system. 

The Safety Functions of the Civil Aeronautics Board 

The Civil Aeronautics Board now baa a major responsibility in the 

area of aviation aafety--the determination of the· probable cause of 

aviation accidents. From time to time it has delegated some portions 

of this function to the FAA, particularly in the field of general avia• 

tion, but the CAB baa retained the responsibility with regard to air 

~ carrier accidents. Thia function is not directly related to the economic 

regulatory functions of the CAB, and could logically be carried out 

.. elsewhere~ There baa been considerable reluctance to assign this to the 

FAA since in many cases it would be tantamount to having the FAA 

investigate itself. However, if other transportation safety functions 

are centralized in a Department of·Transportation, this CAB function 

should be studied further. 
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.The Panama Canal • 
Elements of National security and dtplomacy are involved in thia 

historic function, which might become confused in a· transfer to a 

new Department. Particularly sensitive is the issue of Panamanian 

sovereignty. A complicating factor is the current project for study• 

ing the need for a new.sea-level canal, involving the possible use 

of atomic energy in the construction process. Pending a final determi• 

nation of these sensitive issues, it would seem inappropriate to make 

a major change in the organizational arrangements involving the Canal. 

The Department of\_Coumerce and later a Department of 
' 

Transportation 

should continue ~o be represented on the Board of Directors of the 
~ 

Panama Canal Company and should be responsible for basic ~udies of 

economic justification of the new sea-level canal. Present plane call 

'for a Department of Commerce 4t~dy of shipping needs. 

FUNCTIONSWHICH SHOUIJ> BE FURTHER CONSIDEREDFOR INCWSION 

The Environmental Sciences Services Agency 

This Agency, recently fotmed by the merger of the Weather Bureau 

and the Coast and Geodetic Survey is now located in the Department of 

Commerce. Most of its activities serve transportation and in many areaa 

the extent of the service provided and the most demanding requirement• 

for accuracy and timeliness are imposed by transportation users. It 

should definitely be considered for transfer to a new Department of 

Transportation. Because of its recent reorganization and it• rela• 

tionship to scientific policies, more atudy should be given to this 

posaibility. 



14 

Consultative Mechanisms and Limited Reorganization • 
A basic purpose of a Department of ~ransportation would be to 

..._.provide a consistent administration and policy for Government activi• 

ties in land, water, and air transportation. It would draw together 

the now dispersed agencies dealing with all transport modes. If it 

does not prove feasible to take so fundamental a step as the creation 

of a new Department, there are limited and ·partial steps which should 

be taken to improve the administration of transportation policy. 

Presently, the Department of Commercehas the major agencies and 

program responsibilities in land and maritime transportation. In land 

transportation, the highway policies of the Bureau of Public Roads 

have a definite relationship to the mass transit and comprehensive 

planning responsibilities of the Housing and Home Finance Agency 

, and the safety functions of the Interstate Commerce Commission. These 

programs are also related to the effort of the Department to develop 

high-speed ground transportation. Problems of coordination will intensify 

and will require the strengthening of the Department's.role in policy 

for land transportation. 

A stronger role in land transport policy would follow the trend 
~ 

in the maritime area. Following the transfer of the Maritime Administra• 

tion activities to the Dep~rtment in 1950, the St. Law&nce Seaway 
~ 

and the Great Lakes Pilotage programs were placed in Commerce, thus 

making possible some coordination in policy and administration. The.... 
major maritime activities now out ■ ide C0111Derceare the Coast G\iardc-' 

and the Panama Canal. 

-. ' 



A National Transportation Council involving high policy making • 

officials would be neceaaary to strengthen policy, even vi.th a 

strengthened role for the Department of Comnerce. 

Two levels of consultation are required under present Federal 

transportation organization: consultation to coordinate the diaperaed 

transport programs, and consultation to relate tranaportation policy 

to other more general governmental policies. Prior to the eatabliah• 

ment of'a Department of Transportation, an intenaification of the 

consultation among now independent tranaportation agencies will be 

neceaaary to prepare for the improvements in poli~y making inherent 

in a more formalized organization. 

At the same time the impacts of transportation on anti•truat 

policy, labor relations, basic research and development, defense, 

~ foreign relations, taxation and finance, and other general policies 

of the Government muat be assessed and reflected in polJ,cy. Conaulta• 

tion among governmental agencies in a National Transportation Council 

ia eaaential for thia purpose. 

Two alternative approaches to overall consultative arrangements,. 
combining transport and non-transport problems, are considered. 'l'be 

first approach ia an overall high-level consultative body in the fora 

of a National Transportation Council consisting of aajor transportation 

officials, including regulatory chairmen and heads of principal non• 

transport agencies vi.th important relationship• to transportation. 

Thia 1• the preferred alternative. 

V 
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The other alternative is the creation of a limited number of high• 

level interagency consultative bodies dealing with broad functional 

areas such as antitrust and merger policy, investment analysis, 

international transportation, regional planning, and similar areas. 

The Interagency Coumittee on Transport Mergers is an example of such 

a group now functioning. Consultative bodies in the fields of inter• 

national aviation and water resources also provide useful experience. 

CoJnPlete reliance on segmented inter.agency coumittees as a basia 

for policy making would compound the fragmentation so characteristic 

of transportation policy at present. The mere number of coumitteea 

would disperse executive attention so that basic matters of policy 

wou_ld be handled by alternates, substitutes, or even staff without 

adequate authority. The most serious disadvantage would be the lack 

., of focus on overall transportation policy by a group with sufficient 

prestige to reflect Administration policy. The National Transportation 

Council, consisting of the leading Federal transportation executive•, 

is recommended as the appropriate solution for present consultative 

needs, pending the organization of a Department of Transportation. 
• 

Such a Council should be formed by Executive Order, or Presidential 

letter as appropriate. 

Another proposal that has been made is the creation of a Trana­

portation Investment Review Board, as an interagericy body. Consistina 

of the heads of transportation agencies and representative ■ of the 

Executive Office of the President, ■uch a Board would apprai ■ e 
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investment programs for overall economic effectiveness. The need 

•for such review •is unquestioned, but the~e is lacking the means of 

sophisticated benefit-cost and other analyses to demonstrate clearly 

the alternative choices in investment policy. Because of the 

divergencies of viewpoint among promotional agencies, such a proces~: 

of analysis would have to be located centrally to assure·adequate 

objectivity. Under a consultative arrangement such a process would 

most logically be located in the Executive Office of the President, 

say in the Bureau of the Budget or the Council of Economic Advisers. 

A Department of Transportation would be a more appropriate location, 

but in this event no consultative review board would be needed. 

Without such centrally developed studies, an interagency Investment 

Review Board would have no adequate basis for its deliberations. There 

. is the possibility that it might become an agency for consensus and 
~ 

division of budgetary resources along pragmatic lines, posaibly using 

a set fornula based on past expenditure experience. 

A National Transportation Council should be formed in the near 

future, whether or not a Department of Transportation is approved. 

It should replace all other interagency mechanisms for the coordination 

of transportation policy, and any supplemental interagency comnittees 

that might be formed for a limited purpose should report to the Council. 

The Council should be under th~ Chairmanship of the Secretary of 

Commerce and should include the Secretary of Defense, the Secretary 

of State, the Administrator of the Federal Aviation Agency,•th• 

I • 

. I 
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Administrator of the Housing and Home Finance Agency, and the Chairmen 

of the three regulatory agencies in transportation, the Interstate • . 
Commerce Commission, the Civil Aeronautics Board, and the Federal 

Maritime Commission. 

The Council would develop and propose to the President policies 

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

transportation system, identify major international problems and 

develop.solutions for them, and serve to coordinate Federal programs 

involving interagency relationships. The Council might sponsor 

studies and examine financial and investment policies of the Federal 

Government, but it would not be involved as such in the process of 

budgetary review. It might consider regulatory policy, but in such 

cases the heads of appropriate regulatory agencies would not participate 

. in discussions involving particular cases. Other Pederal departments
' 

and agencies might participate as their interest was involved. 

Summary· 

Fundamental cure for the present dispersal of transportation
• 

policy responsibility in the Federal Government is essential. 'lhe 

most basic approach is the formation of a Department of Transporta­

tion. Less desirable, but worth consideration if the Departmental 

approach is not feasible, is the strengthening of the coordinative 

role of the Department of Conmerce. This would be a substantive 

contribution to effective policy making and a suitable interim step 

toward the eventual organization of a Department of Transportation • 

... 
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Pending further organizational steps, a National Transportation 

•Council, consisting of leading Federal ~ransportation officials 

should be formed to organize consultation about important policy 

matters in the field. Alternatives, such as segmented coaaittees 

or an investment review board do not provide a sufficient concentration 

of authority for fundamental policy consideration. 

; 

October 22, 1965 
' 
' ' 

. ' 
I 

J. 
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RroRGANIZA'l'ION OF RmUIATORY AGENCIES 

Introduction • 
Proposals tor basic organizational reform among the transportation 

r~gu.latory agencies have been under consideration tor many years. Some 

partial reforms have been accomplished with respect. to the Federal 

Mari time Commission and the Interstate Commerce Commission. There is 

general agreement that much more needs to be done to assure better 

administration ot regulation and to bring regulatory policy vithin the 

framework ot a gener~ consistent national. transportation policy 

embracing both regulation and pranot1on ot transportation. 

In the Executive Branch, Presidential task forces dealing both vi~h 

transportation and organization ot the Federal structure have addressed 

this problem. The eta.ft ot the Task Force on Transportation, under the 

Chairmanship ot the Under Secretary for Transportation, have recently 

consulted vith representatives ot the Bureau•ot the Budget. They are 1n 

agreement that a long-run desirable objective 1n regulatory organization 

is a single transport regulatory agency, but that such an agency would 

not be feasible it established to administer the present regulatory lava. 

It is their belief that the concept of regulation 1 ts elf would have to :. 

be changed 1n a fundamental way prior to the design of a single regulato1"7 

commission tor transportation. Pending such a regulatory policy, 

regulatory organizational reform should be directed toward creating an 

administrative ,framework within which executive leadership can be made 

more ettecti ve 1n the ~nterstate Commerce Commission. The necessary ti.rat 

step 1n this direction would be legislation requiring the appointment ot 

its Chairman by the President and 1;he assignment ot executiTe powers to 

the· Chairman. 
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Statt study at this time should be directed tovard: 

l. Outlining the problems involved in reorganizing the 

regulatory agencies vi.thin the present statutory 

f'ramevork. 

2. Developing the regulatory concepts suitable tor a 

single transport regulatory agency. 

3. Providing justification tor an improved edrn1 n1Gtrat1ve 

structure tor executive leadership in the Interstate 

Commerce Comnission as a prelude to consolidation ot 

the regulatory agencies. 

Problems Involved vi th the . Single Agency 

Problems to be'encountered 1n consolidating all transportation 

regulation into a single agency include: 

l._. Eld.stence ot uncoordinated regulatory objectives in 

separate statutes. 

2. Problems of workload tor a Comrn1.ssionot lim1 ted member• 

ship inherent in the philosophy and method ot regw.ation . . 

1n present statutes. 

3. Disparate procedura.l traditions and precedents a+.ernrn1ng 

trom each agency's long history ot independence and 

trom fundamental scope of' regulation. 

On the favorable side, there is, first, a parallelism ot regw.ator,y 

standards and objectives in many provisions ot the separate statutes 
the 

and~ aeccm4, a common body ot edm1n111trative procedure 1n/Mm1n1•tratin 
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Procedure- Act. The objectives of a longer-range effort to consolidate 

the three agencies vould be to remove the diversities ot conditions 1n • 

present lava and capitalize on common features. Above all, a simplif'ica• 

tion of procedures and processes would be necessary to reduce and manage 

the vorkload of' regulatio~. 

Time would not permit a detailed analysis of' the three basic 

regulatory statutes to determine 'the :f'Ull scope of' divergence ot regulatory 

objectives and stan~. A diverse b~ of' statutes beginning vith , 

railroads 1n 1887vith major amendments1n 1908, 1910, 1920, 1940, and 

1958, with separate statutes for motor transportation begS.nning 1n 1935, 

water carriers in 1940, maritime affairs 1n 1916and 1936, and aviatiOG 

1n 1938and 1958, could be expected to present management ditf'icultiea 

it thrown into a single agency tor adm:1.nistrat~on. 

The loose collection of statutes contained in the Interstate 

Commerce Act bas internal inconsistencies. The Interstate Commerce Act 

is bound together a:f'ter a fashion by a Declaration ot National Trans­

portation Policy which prescribes impartial regulation in accordance 

vi th very general enumerated standards. The Federal Aviation Act imposes 

upon the Civil Aeronautics Board no such obligation, but does command 

it to promote air transportation. Similar promotional language is in 

the mar1 time statutes. Variations also exist vi th respect to rate-meld ng 

standards, exemptions from regulation, certification, suspension ot ratea, 

and many other regulatory objectives. 

Regardless ot d1vergenc1es in regulatory objectives and standarda, 

however, the content and c00duct ot regulatory act1n:t7 inherent 1n the 

v 
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present statutes also renders the efficient operation of a single trans• • 
·portation commission difficult 11' not impossible. The statutes impose 

a considerable burden of vorkload on the individual commissioner. He 

must hear very detailed cases, supervise the preparation of opinions, 

and participate 1n the management of his agency. This burden of action 

is particular:cy acute in the fnterstate Commerce Commission. There baa 

been a trend 1n that b~ to delegate more and more detailed matters to 

employee boards and to employees. Nevertheless, it is appa.rent:cy 

neressary for the Commission itself' to consider many hundreds ot cases.._, 
Y,each year, including numerous appee.ls from employee boards which appear to 

be necessary under present lav. In viev of the combined vorkload of 

each of the regulatory bodies, administration of the present statutes 

1n a single commission would require nearly as.many- members as 1n the 

separate bodies today. Undoubted:cy such a commission would organize 

specialized panels to deal w1th separate statutory problems and the 

pu11>0se of unif'ication would largely be nullified. Indeed, the Inter• 

state Commerce Commission today operates 1n divisions, with divisioo 

decisions appealable to the :f'Ull Commission. 

Administrative lavyers-bave-orten noticed procedural differences 

betveen the ICC and the CAB. No detailed study was :madeof such 

differences, but their existence would undoubtedl¥ handicap the creation 

of a commonedrn1n:Setrat1ve approach to transport regulation. 

https://appee.ls
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Because of the threefold difficulties discussed, reforms 1n regula­

tion would have to-embrace coordination or statutes, restructuring the • 
regulatory process to make it manageable by a lim1ted•membersh1p 

transport commission, and to create a single adm1n1atrative procedure. 

Criteria for such reform are next discussed. 

-Criteria for Regulatory Reform 

The mass of' regulatory problems confronting the regulatory agencies 

is as mu.ch a problem of' management as of administrative adjudication. 

In tact, there is a potentia.l. conflict between the management etticiency 

and the processes thought necessary oy administrative lawyers to assure 

protection of pr1 vate rights. Some guiding principles are necessary 

to tip the sea.lea 1n favor of' one or the other ot the tvo conflicting 

objectives it consistent regulation is to be achieved. 

Achievement of' economic objectives 1n regulation leads inevitab~ 

to a primary emphasis 1n manageria.l. efficiency in the regulatory process. 

To the extent possible, economic conflicts should be resolved 1n the 

marketplace rather than 1n the courts and regulatory bodies. n:onom:l.c 

criteria should be used where competition is regulated and where acti01l8 
• 

proposed by carriers are 1n dispute. Procedures should be devised to 

expedite the use of' such cr1 teria. Considering the manifold benefi ta of 

. economic efficiency to the public interest, it would appear reasonabie, 

ju.st and in the public interest if' all essentia.l. procedures should be 

reduced to a finding of' tact concerning economic performance. 

Two a.l.ternative policy changes ma;ybe considered vith respect to 

can-y1ng wt theae obJectivea. Both ue baaed on cloctr1nea ot prim& f'acie 
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shO\ling. The first alternative: Any submittal by a carrier would be 
'b 

considered prima facie reasonable. This would include all. matters nov • 
subject to regulation except mergers, proposals to "'increase"rates, tares 

~ 

or charges and abandonment tor discontinuance o:t service. The burden 

ot proof' would be placed on protestants •. .~ 

The second alternative: Matters 1n dispute such as rates, cej'1;1~ca­

t1ons or any matter involving compet1 tion among carriers, would be assessed 

on the basis of prim.a facie showing of performance. • 

In a prima facie showing ot performance a carrier would be bound 

------to .submit written evidence in.a standard :f'orm and..mee~ criteria prauuJgated 

by the regulatory body on any matter 1n dispute. The evidence so 

presented would be prima facie evidence 1n deciding the case. Such a 

standard could be applied to cost just1t1cat1on of rates, to tinancial 

regulation, to adjustment of certiticates based on performance criteria, 

and other aspects ot regulation involving detailed tindings. 

The ti.rat alternative is an extremeq broad proposal which would sppq 

roughly the same standards to all. carrier actions as nov appq to 

uncontested rate tilings. W1th the burden on protestants or the regulat~ 

body to challenge any proposal, a specific group of standards might have 

to be devised to assess the performance of a challenged carrier propos~ • 

. The second alternative 1a a less drastic one but if administered prop~q 

would also bring about a significant amount of deregulation. The burden 

would be placed upon the regulatory authorities to develop standards encl 
.•

cr1 teria useful 1n assessing economic performance. Cases would be 
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evidence conformed to the standards set forth. For purposes ot illustra­

tion, there is attached at the end of this paper a proposed amendment • 
to the National !rransportation Policy of' the Interstate Commerce Act 

V 

which would bring ~out the first alternative as it would app~ to the 

ICC. 

The second alternative would require amendment to a number ot the 

substantive regulatory statutes. The remainder ot this discussioo is 

devoted to_the second alternative, the prima facie standard ot performance. 

The prima :facie standard would place the burden on the regulated 

\ 
carrier to prepare the evidence and to conform to th~ regulatory criteria 

I( 

set forth. The reg\}J.atory body would have the burden ot decla.r1ng ita 

basic policies concerning criteria for the submttal of evidence and., 

• for determining rules to implement such policies and criteria. ~ Frail . ' . - -

. the standpoint ot the carrier, a veil-conceived prima tacie process baa .... 
the advantage of tak1 ng the guess"ork out of regulatory standards 4 since 

.. -c-

once the evidentiary- criteria of the regulatory body were met, the 

decision would be alJDost automatic. Moreover, the system otters a 

flexib111 t7 in regulatory adrn1nistration which will enable the carrier 

to utilize modern management techniques 1n its approach to regulatory 

problems. Thus, 1t a cost standard is imposed, such standard cow.cl be 

adapted to the management needs of the carrier as veil as its regulator., 

problems. 

From the regulatory standpoint, the prima :facie standard places 

determi.Datian of tact 011 a strict~ ad~n1etrat1Ye lffel.; that 1a, th~ 
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evidence presented does or does not conform to the rules. The time ot 

the regulatory o:f'ficials could be utilized in examining basic policies • 
. governing standards and the investigation of serious problems ccntronting 

the transportation industry. Almost all implementing decisions vow.cl be 

delegated to the staff ot the regulatory commission. 

Ef'f'ective useot this pr<:>eedural. innovation would permit the eventual. 

organization and successful oper~tion of a s~gle transportation 

regulatory commission. Specific legislative enactments and policy changes 

~ould be necessary to provide the essential policy background tor the 

use ot this procedure. Such legislation would involve the tol.law1Dg 

objectives: 

• l. Regulation must recognize that the principal issue in 
transportation today is the introduction of benefits 
from competition and rapidly advancing technology. 
These should be assessed from the regulatory viewpoint 
only in terms of costs and performance, the true measures 

•~- or economic efficiency. 

2. Regulatory standards governing major objectives such 
as ratemaking, discrimination, control of entry and 
abandonment, finance, merger and organization, and 
exemption should be modified to reflect the primacy 
or economic efficiency and administrative emphasis in 
regulation. • 

3. The regulatory process should concentrate on planning 
and policy determinations, including the use or key 
policy deciaions in place of numerous decisions by the 
members themselves dealing vi th details. Through rule• 
making and the establishment ot economic criteria, 
detailed matters should be delegated. \ 

~ 

4. Industry should participate in the fonmilation of JD8D1' 
standards which involve managerial e:f'ficiency. This 
might incl'ude costs, ac,c_o~ting reports, tecbnical 

rstandaria ot performance, and similar matters. Procedures 
5-._ -c-
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should be devised to enable an interchange ot information 
between the agencies and the industries they regulate to • . 
update standards involving managerial efficiency and which 
keep the agencies informed of carrier acti~ty. 

5. F.stablish by legislation the prima facie shoving ot 
performance doctrine as a key procedure 1n adm:Sniatering 
the amended regulatory statutes. 

Organizational Change in the Interstate Commerce Cormnission 

Because regulatory statutes today do not meet the criteria necessar;y 

for a single transportation comm1ss1on, present organizational obJectivea • 

must be more limited. The most serious weakness in the present regulato1"7 

structure is the absence ot an administrative f'ramework suitable tor the 

exercise of strong executive.deadership in the Interstate Commerce 
. . 

Comm:1.ssion. Strong-chairmen exist in the Civil Aeronautics Board and the 

Federal Maritime Commission. These chairmen provide leadership and an 

effective link with the Executive Branch to provide coordination between 

regulatory and pranotional policies. The Interstate Commerce Commission 

follows the custom of rotating its chairmanship ann~. ~a defeats 

both the obJectives of strong and consistent leadership and ettective 

coordination of overall transportation policy with the President. 

Legislation should be enacted, either directly or 1n the form ot a 

·reorganization plan, to provide for the Presidential appointment of the 

Chairman of the Interstate Commerce Comm:1.ssion, together with assignment 

to him of executive powers. Some parallel reorganization within the 

Comm:1.ssionshould take place so that the Chairman's leadership could be. 
ettective and that under bis leadership procedures could be•· 

: wol.ved to meet econcmic 

objectives 1n regulation 1n an etticient manner. 

v 
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Sa:fety Regulation 

Regulation by independent agencies should be limited to economic • 
objectives, so that a workload of other a.ctivities would not interfere 

w1th the basic need to a.chieve economic efficiency through the regul.atory 

process. Safety 1& one of the main functions not related to either the 

regulatory process or economic objectives. Safety is closely allied 

with the operating aspects of a carrier enterprise. Safety standards 

primarily involve engineering and other pbyaical operational aspects 

including testing and research. The determination pt liability tor 

a.ccidents involves different skills and knowledge thazi the assessment 

of' economic criteria. 

Testing, research, pranulgation of standards, and enforcement of' 

safety are functions suitable to the executive type of' management and 

are appropriateq located 1n Executive Branch agencies. The success ot 

the Coast Guard and the Federal Aviation Agency in dealing with vater 

and air safety indicates the success of' a similar agency 1n dealing witA 

railroad and highway safety. Hence, the motor carrier and rail safety 

runctions of' the Interstate Commerce Commission should be located 1n an 

Executive Branch agency, preferably the Department of Commerce pending 

the creation of' a Department of' Transportation. More study should ~e 

given to the processes of organization necessary to implement such tuncti.ODB. 

A primary difficulty is the existence of' a field staff in ICC-, wb1ch is 

of'ten nat separated tram field staffs doing ather regulatory work. 
...: 

Organize.tian&l aspects ot the field work should 'be u;plorecl thorou.gbly • 

. . 
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The study should also look into the necessary adJwlicator,y procedure• • • 

necessary to determine liability tor acciden:ts• The alternatives to be 

considered a.re the retention ot this tunction 1n the ICC or the creation 

of a satety panel 1n the Executive Branch, say in the Department ot 

Commerce or the Department ot Justice. A similar proo;em confronts the 

transfer ot safety functions tram the Civil Aeronautics Boa.rd. The •~ 

of safety regulation should combine consideration ot adJu,d1caticn ot 

liability tt;,r both air and surface carrier accidents. 

The Car Service Function ot the ICC 

The ICC has authority to move railroad ca.rs a.round the countr,y 1D 

periods ot shortage to assure that shippers a.re served to the extent 

possible. Such "Car Service Orders" are trequentq invoked. A basic 

delegation ot responsibility tor carrying out. car service orders is 

granted the Association ot American Railroads which maintains the key . l 
- I 

organization tor car distribution and accounting. The l~ ot this I 
f 

function in an Executive agency should otter no difficulty, 1D view ot 

the extensive participation of the AAR in any event. Moreover, tbi'a 

function is closeq related to emergency transportation plarm1 ng, a 

function at least partialq staffed 1D the Department ot Commerce. 

Subsidy Administration 

Reorganization ot the Maritime Adm1nistration 1n 1961 brought 

maritime subsidies within the purview ot the Department ot Commerce, 

including the establishment ot a board to adjudicate claims ·tor subsi~. ..; 
. 

A a1rn1lar policy _vow.41>rovicle consistent ec1m1n1 '4tration ot an.ation 

,.' 
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subsidies, now lodged 1n the Civil Aeronautics.Board. :Further study 

should be given to the process of adjudicating claims tor subsidy to • 
determine it this function should be a part ot the regulatory- function. 

Summary 

Thia paper has exami.ned the proposition that the three transport 

regulatory bodies should be combined into a single regulatory- comm:1.asioo. 

-- ~-It ~ found that present regulatory statutes do. not permit feasible 

operation ot such a c'ommission. Speci:f'i.c regulatory objectives and 

standards tor such a development were outlined. An interim program vas 

..J then developed providing tor the appointment ot the ICC Chairman by the 

President, along vi.th assignment of executive functions to the Chairman, 

- and separation of aaf'ety and promotional. functions trcm the regulatory 

agencies. Studies of rail and highway aaf'ety organization vere reccmmended, 
V 

·as well as fUrther consideration ot the problemis ot ad.1wli,cato17, f\mctiona 

connected vi.th accident liability and aubaicly claima. 

October 22, 1965 

• 
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DRAFTAMENDMENT TRANSPORT COMMERCETO NATIONAL POLICY, INTERSTATE Ac:t, 
TO REVISE PROCEDURES OF REGULATION AND OBJECTIVES 

NATIONALTRANSPORTATIONPOLICY* 

~eptember 18, 1940~/ L49 U.S.C., preceding§ 1,301,901 and 
llOOl~/ It is hereby declared to be the national transportation policy 
of the Congress to provide for fair and impartial regulation of all 
modes of transportation subject to th~ regulaiory provisions of this Act, 
so adminisiered as t~ recognize and j_preserv~/ promote the beneficial 
inherent Ladvantage2,/ capabilities of each; to promote safe, adequate, 
economical, technologically advanced, and efficient service and foster 

.consistent with realistic and fair principles, sound economic conditions 
in transportation and among the several for-hire, regulated carriers; to 
encourage the establishment and maintenance of reasonable charges for 
transportation services, including those directed toward the prompt, 
economic, and more complete utilization, movement, and return of equipment, 
facilities, and instrumentalities, without unjust discrimination, undue 
preferences or advantages, or unfair or destructive competitive practices; 
to cooperate with the several States and the duly authorized officials 
thereof; and to encourage fair wages and equitable working conditions;-­
all to the end of developing, coordinating, and preserving a for-hire, 
regulated national transportat:iun system by water, highway, and rail, 
as well as other means, adequate to meet the needs of the commerce'of the.~­
United States, of the Postal Service, and of the national defense. All 
of the provisions of this Act shall be administered and enforced with a 
view of carrying out as a clear, affirmative, and substantive mandate the 
above declaration of policy. 

Except as hereinafter indicated, in any proceeding, formal or informal. 
, involving any proposal, as defined herein, required to be filed with the 

Interstate Corranerce Commission, such proposal, when and as filed and 
thereafter, shall be presumed prima facie to meet the applicable statutory 
standards and the above declaration of policy, and to be otherwise lawful 
in all respects, and the burden of proof to the contrary shall rest with 
nny opposing parties and/or the Commission: Provided, however, that the 
burden of proof as to proposed increases in rates, fares, or charges, 
proposals to abandon or discontinue service, and proposed consolidations 
or combinations pursuant to section 5(2)(a) involving carriers by railroad 
only shall remain unchanged. The term "proposal" shall embrace every 
temporary, permanent, or special type of application for affirmative 
authorization or approval as well as any tariff filings contemplated by 
this Act. 



To insure prompt disposition of formal proceedings contemplated 
by this Act, a finding by the Commission that due and timely execution~ 
of its functions is warranted shall permit it (1) to authorize the 
omission of recommended reports and orders by hearing officers and (2) 
to adopt such other expedited procedures as may be appropriate. Such 
a finding shall not be overturned unless clearly erroneous. 

Any provisions of law. including but not limited to the Interstate 
Commerce Act and the Administrative Proc~dure Act, inconsistent with 
the foregoing are hereby superseded. 

* Bracket• indicate caeltli~ underlining indicate• propoaed new 
language. , 

\ 
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EXECUTIVE OFFICE OF THE PRESIDENT 

~~//-/BUREAU OF THE BUDGET 

WASHINGTON, D.C. 20503 

NO~ 9 1965 

MEMORANOOMFOR MR. LEE C. WHITE 

Subject: Reorganization of the Maritime Administration as an 
independent agency 

Eight bills have been introduced in the House by Congressmen Mailliard 
(R:California), Garmatz (D:Maryland) Pelly (R:Washington), Downing 
(D:Virginia), Reinecke (R:California~, Bonner (D:Iforth Carolina, 
deceased), Lennon (D:North Carolina), all members of the House Merchant 
Marine and Fisheries Committee; Congressman Cramer (R:F1orida.); and 
Sena.tor Magnuson (D:Washington), Chairman, Senate Commerce Committee, 
to establish the Maritime Administration as an independent agency. 

I believe you should keep this matter under close surveillance because: 

-- The bills will carry over to the next session and apparently 
will be given consideration as vehicles for investigation of 
all aspects of the maritime policy task force report and the 
inadvertent publicity. 

-- Larger expenditures under existing programs could easily result 
from removal of the Maritime Administration from depa:tmental 
control. 

-- Separation of the Maritime Administration from Commerce would 
be a move against the thrust of probable Administration reorgani­
zation plans, e.g., a Department of Transportation. 

Bills appear to reflect in part the disappointment and anxiety of the 
ocean carriers and maritime labor over the task force report. They may 
also reflect the desire of some Congressmen to seize initiative on 
marl time policy. The guiding hands of the Secretary of Commerce and 
the Under Secretary for Transportation in the task £orce effort are 
well known. 

~~ 
Charles L. Schultze 

ID1rector 
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EXECUTIVE OFFICE OF THE PRESIDENT 7/V

BUREAU OF THE BUDGET r 611-/WASHINC.TON, 0,C. 20501 

rG11-'9 

NOV2,41965 

MEMORANDUMFOR MR. CALIFANO 

Subject: Transportation reorganization 

Attached are two memoranda regarding the Transportation 

Task Force Report .. Also attached are the comments of the 

Office of Science and TechnologJ as requested by that Office. 

_J}_dlC • 
Phillip~ 
Assistant Director for 

Legislative Reference 

Attachments 

• f I 



EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C. 20503 

November 24, 1965 

MEMQRANOlj\iFOR MR. CALIFANO 

Subject: Transportation re~rganization 

Attached are staff papers on "Transportation Reorganization" in 
general, "Reorganization of Regulatory Agencies," and "Highway Safety'' 
reorganization. These papers outline the Bureau's views on those 
portions of the Interagency Task Force on Transportation which deal 
with organizational problems. 

In summary, staff endorse the report's principal recommendation 
favoring creation of a Department of Transportation. 

With respect to the National Transportation Council, we believe it 
should be established in an advisory capacity to the Secretary to 
enhance his position as the President's principal transportation 
adviser. In this context it should be useful as a communications 
device. \~e doubt, however, that it wili be very effective as a means 
of developing transportation policy. Li~e other interagency committees, 
it is likely to take a compromising and "least common denominator'' 
approach to transportation problems. 

We agree with the report's conclusion that a~.single regulatory agency 
is not feasible at the present time and agree also that the desirable 
first step to be taken now is the establishment of a Presidentially 
appointed "strong" Chairman for the ICC. Otherwise, in the regulatory 
area, we suggest moving with some caution. 

Finally, in the area of highway safety, we concur in the unequivocal. 
assignment of highway safety responsibilities to the Secretary of 
Commerce. While we agree that the existing President's Committee for 
Traffic Safety should be converted into a public advisory committee 
staffed by tho Commorco Dcpnrtmont, wo boliove thnt this ndvisory 
group shoulJ bo aJvisory to tho Socrotnry 0£ Commorcornthor thnn tho 
President's Council on Traffic Safety. 

£~- 4 ;J 
• Phillip~ 

Assistant Director for 
Legislative Reference 
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Reorganization of Regulatory Agencies .. 

We agree with the mJor conclusion of the report that a single regu­
latory agency would not be feasible under present regulatory laws and 
concepts. We also agree, as recommended in the report, that the most 
desirable immediate step in this area should be to establish a "strong 
chairnan for the ICC." This reorganization would move the CoDIDission 
in the direction already taken by the other regulatory agencies to 
strengthen their internal administration. The reorganization would 
also establish a single channel ot communications between executive 
agencies and the Commission. Tbe move can be Justified on its merits 
and need not be based "on a Justification as a prelude to consolidation 
ot the regulatory agencies." {page 2). 

Therepc,rt recommends that the ICC's safety functions be transferred 
to the Department ot Comnerce "pending the creation ot a Department ot 
Transportation." It is not clear it this recommendation applies it a 
decision is made not to create a new department. In any case, it a 
Department of 'l'[ansportation is to be created in the near tuture, 
there would be Ho advantage to transferring these functions before the 
new department is brought into being. It there 18 a decision not to 
create the Department ot Transportation, the ICC's rai~ and motor 
carrier saf'ety activities should be considered as part 'bt an examination 
of all transportation safety functions. ~ 

As discussed in the report, turther study is also required on the 
question of the relationship ..Qt tbe CAB'asubsidy functions to its 
regulatory responsibility. Wlt.ile it my be possible to trans(er these 
subsidy functions even without a decision to create a new de~~nt, 
further review ot this issue is required. It my well be tb!Lt the 
ltaritime Administration example 18 not the most appropriate method ot 
bandling transportation subsidies. A procedure which allows the 
President's key transportation official to determine the level ot 
subsidy but leaves to the regulatory agency the determination ot the 
eligible claimants my be preferable to the Maritime arrangement. 

The. report outlines a number of significant and difficult problems 
with respect to regulatory concepts which DI.1st be carefully thought 
through before action can be taken toward moving to a single com­
mission. It a decision is mde to undertake this review it will be 
a lengthy and costly one. Tbe complexity ot such an undertaking should 
not be underestimated. However, we believe the feasibility of es­
tablishing a single regulatory commission can be made only after such 
a thoroughgoing review bas been undertaken. It my be desirable 1Ditiall¥ 
to expend some ettort in trying to gauge the possible benefit ■ result-
ing from a single com:1.aaion aga1aat the coat ■ ot the nece■A17 pre• 
J1111nary work. 

I 
I 
I , 

' 
' 

r 

,. 

I I 

f ' 

I 
. ,,,•,; 

f •• 

. .' 



Transportation Reorganization 

We endorse the report's principal recommendation favoring creation of 
a Department ot Transportation. As noted in the report, this reorgani­
zation was recommended previously by the task force on Government 
Reorganization and is currently among the reorganization proposals to 
be reviewed by the President. We believe that such a department is 
necessary to end the existing diffusion of transportation responsibil­
ities and to provide the proper organizational basis tor forming 
national transportation policies. 

Specific comments 

A question arises on the intent of the report with respect to those 
elements recommendedtor inclusion in the department. The report 
contains some apparent inconsistencies. For example, on page 5 it 
is stated that "consideration should be given to the transfer of the 
rail and motor safety functions of the ICC••• The car service 
functions nowresiding in ICC and the local service airline subsidy 
DOWadministered by the CABshould also be considered tor inclusion 
in the new Department ot Transportation." These activities are dis­
cussed later in the report, however, under the heading "Agencies 
definitely recommended tor inclusion." 
, 

A strong case can be made tor inclusion ot t~ ICC's car service and 
railway and motor safety functions 1n a Department of Transportation. 
With respect to CABsubsidy functions, while we agree that the 
Department of Transportation sboul.d have a strong voice in their award, 
a review ot alternative means ot accomplishing this is required. 

Mass Transit 

There is, we believe, a serious question on the issue of transferring 
the ma.BB transit functions ot DBUDto the new department. While there 
my be substantial gains in more closely integrating mass transit and 
highway developnent, these 1111stbe compared with possible increased 
difficulty ot coordinating msa transit and highway planning with other 
aspects of urban development. A careful review ot the plann1ng proc­
esses involved and the manner 1n which desired objectives are achieved 
at the local level, should be undertaken before a decision is mde on 
the proposed transfer. 

Corps of Engineers 

While it does not appear practicable, as stated in the report, to 
separate the administration ot port and inland waterway navigation· 
functions trom the baaic resource development am conservation 
activitiea ot the Corpe, the report understates the necessity tor 
bringing waterway•• inp'ovementa into a 1111chcloaer rel&tionabip vith 
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other transportation investments. In.addition to the new department's 
planning functions outlined in the report, some fora ot veto authority 
over individual project proposals would appear to be necessary it the 
department is to carry out its role effectively. 

Environmental Science Services Administration 

We agree that additional study should be given to the future role of' ESSA 
in view of' the fact that a substantial amount ot its resources are de• 
voted to aViation weather activities and maritime 
charts, and weather activities. 

related coast 8\ll"Veya, 

National Transportation Council 

In view of' the high degree of independence of the economic regulatory 
agencies, it would be desirable to increase the conma.mication channels 
between the commissions and executive agencies. The proposed National 
Transportation Council might serve as a useful coDIIILUlications device. 
In establishing the Council, we believe it is preferable that it serve 
in an advisory capacity to the Secretary. Thia would facilitate the 
President's reliance primarily on a single officer for policy views in 
the transportation area and enhance the role ot the Secretary as the 
President's principal transportation advisor. If a National Trans­
portation Council is to be created it should be done, as recommended 
in the report, b7 Executive order or Presidential letter. 

We have some doubts as to the effectiveness of the proposed National 
Transportation Council as a means of' developing viable transportation 
policies. Even w1th the proposed high-level membership, the Council 
would suffer trom the well known handicaps of all interagency groups 
which attempt to formulate policy. We doubt that meaningful agreement 
on significant policies can be achieved by interagency consensus. 
)bre likely any "policy" statements trom such a group will be compromises 
stated in language geared to an acceptable cona:>n denollinator. 
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Highway Safety 

We are in general agreement with the organizational recommendations 
contained in the report on Highway Safety. In most cases these recom­
mendations are essentially parallel to and in harmony with recom­
mendations contained in a recent Bureau ot tbe Budget study ot 
organization tor Highway Safety. 

The unequivocal assignment of major highway safety responsibilities to 
the Secretary of Commerce is highly desirable as a means of ensuring 
that adequate supervision and direction is given to the new Traffic 
Safety Program. Such an assignment, combined with a new staff' directly 
responsible to tbe Under Secretary for Transportation should help to 
remove mny ot the organizational deficiencies which have caused existing 
traffic safety efforts to lag. Tbe program outlined appears to mke 
adequate use ot specialized agency skills and take account ot responsibil• 
ities of agencies other than Comerce, while giving adequate authority-
to the Commerce Department to ensure strong central plann1ng, direction 
and review. 

We agree, in general, with tbe mJor points mde in the organizational. 
analysis beginning on page 24, particularly with respect to the de­
ficiencies caused by- the lack of a focal point of responsibility and the 
inability ot existing colllllittees adequately to carry out required actions. 
It is important that, as recommended, the new unit charged with overall 
program responsipility report directly to the Under Secretary and not 
be an element in ~he Bureau ot Public Roads. Tbe new program involves 
a broader concept ot the trattic satety problem than 
in the pa.at and those charged with conduct ot the~ 
within one ot the tunctional elements involved. 

baa been the case 
should not be 
~ 

Specific Comments 

Page 30 

We concur in the 

.... 
. 

recommendation to change the charter of the 
~ 

Inter~ 
departmental Highway Safety Board. Under existing arrangements the 
Board is advisory to its members, not to tbe Secretary ot Commerce. 
The report recommends that a new Executive order clearly assign 
overall responsibility- tor tbe Federal effort to the Secretary ot 
Commerce. Tbe relationship of the committee and tbe Secretary is not 
mde clear in the report. In conformance with the concept ot the over­
all responsibility- of the Secretary, the new interagency- committee 
should clearly be advisory to him. With this arrangement there would 
be no reason to title the new group the President's Council on Tratt1c 
Safety. The group will not report to the President; rather, the 
President will bold the Secretary- ot Commerce responsible tor the 
success ot tratt1c aatety- programa. 
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Page 30 

We agree that the existing President's Committee for Traffic Safety should 
be converted into an effective public ad.Visory committee, with staff pro­
Vided solely by the Commerce Department. A radical change in the status 
of the President's Committee is long overdue. 

We disagree, however, with that part of the recommendation which w:>uld 
make the new National Public Advisory Committee adVisory to the new 
interagency group• the President's Council on Traffic Safety. The report 
notes that the advisory committee would give advice on emphasis and 
priorities for Federal effort and suggest new policy approaches. This 
is clearly advice bearing directly on the Secretary of Commerce's role 
as the key responsible official. Since the Secretary of Commerce will be 
responsible for the overall traffic safety effort, it is desirable that 
ad.Vice be given directly to him. He, in turn, could call on the adVisoey 
group to give advice to his interagency comittee when appropriate. 

Page 24 

The report makes the point that "traffic safety activities •Y be 
identified either as employee oriented (Federally operated vehicles) or 
public oriented (vehicle operations by the general public)••• this 
emphasis does not imply that internal safety programs of the Federal 
establishment are unimportant but assumes that the Government's internal 
safety effort should be superior to the practices and actions recommended 
for publicly oriented programs." There is no discussion in the report, 
however, of means of achieving the desired superiority of Government 
programs. It is certainly doubtf'ul. if' they have such a status at the 
present time. 

Currently, the Secretary of labor bas an overall responsibility for 
Federal employee safety programs. This responsibility, however, is not 
specific with respect to traffic safety. We believe that the Secretary 
of' labor should be given a clearer responsibility for Federal employee 
oriented traffic safety programs. We recommend that the role of the 
Secretary of labor with respect to Federal employee programs be detailed 
in the Executive order giving the Secretary of Commerce overall responsibil­
ity for traffic safety programs. 

Under these arrangements the Secretary of Commerce would rely on the 
Secretary of' labor for enlisting the support of Federal agencies in 
traffic safety actiVities. One of' the important tasks of the proposed 
traffic safety staff of the Under Secretary would be to establish close 
lia1son with the labor Department and Federal Safety Council staff. 

\. 

.... 
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EXECUTIVE OFFICE OF THE PRESIDENT
• 

OFFICE OF SCIENCE AND TECHNOLOGY 

WASHINGTON. 0.C. IOSOf 

November 19, 1965. 

MEMORANDUM FOR 

Mr. Joseph Califano 

SUBJECT: Report to the President on Highway and Traffic Safety 
by Under Secretary of Commerce for Transportation 

In spite of the high economic and social costs of highway accidents, 
the efforts to understand the problem and to explore means for coping 
with it have been relatively meager. The lack of an imaginative and 
articulate community of safety experts has made the task of the 
Department of Commerce exceptionally difficult. Nevertheless, the 
approach taken by the Under Secretary is sound and his report 
deserves consideration by the President. 

The findings reported on page Z of the report accurately reflect our 
own conclusions and we would recommend that they be endorsed by 
the President in the near future. 

The program areas delineated on page 3 provide.a good framework 
for a national effort. Particular emphasis should be given to the 
immediate need for focusing responsibility within the Federal 
Government. May I suggest that the second program area listed, 
namely, information and research programs, be broadened to include 
development, demonstration and evaluation activities as well. 

As indicated in the report, action on three time-scales is warranted. 
First, immediate steps can be taken by reprograming available 
funds within existing authority. Second, FY 66 legislative proposals 
must ~e more clearly defined, and FY 67 program and budget changes 
made. Finally, an effort must be made to begin the formulation of 
longer term objectives and the evaluation of long term strategic 
programing decisions. 



. .. • .. '• 
• 

• z 

The specific proposals for immediate 
I suggest, however, that the proposed 
to explore program needs throughout 
demonstration-evaluation-implementation 

action appear well justified. 
safety task forces be asked 

the whole research-development­
process. 

Obviously, the Surgeon General of the Public Health Service should 
be brought into the discussion at the earliest opportunity because he 
must carry out a large part of the highway safety program. Assign­
ment_of overall program planning responsibility to the Secretary of 
Commerce should in no way prevent the participation of the Surgeon 
General in the planning process or limit his responsibility for 
conduct of a large and important part of the program. 

Intermediate and long term proposals reflect the complex nature of 
the safety problem. More detailed development of the se and alterna­

1 
tive proposals should be undertaken using both government experts 
and non-Government consultants who can bring their specialized 
knowledge to bear on the tasks. 

' Program cost estimates are not unreasonable. Annual expenditures 
of tens of millions of dollars in the near future are to be expected 
and appropriations in excess of $100 million may be required a few 
years hence. On the other hand, tens of thousands of lives, millions 
of serious injuries, and billions of dollars in property damage are at 
stake in each of these years. Can we afford not to spend a few 
thousand dollars in order to save the life of a productive member of 
our society or a few hundred dollars to prevent the sustaining of a 
disabling injury? 

If we make a determined effort now, I am confident that we will begin. 
to see beneficial results throughout the nation within five years. The 
fact that the ultimate impact lies further in the future should not be 
considered cause for delay. 

Colin M. MacLeod 
Deputy Director 
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The specific proposals for immediate action appear well justified. 
I suggest, however, that the proposed safety task forces be asked 
to explore program needs throughout the whole research-development• 
demonstration-evaluation-implementation process. 

Obviously, the Surgeon General of the Public Health Service should 
be brought into~he discussion at the earliest opportunity because he 
must carry out~ large part of the highway safety program. Assign• 
ment of overall program planning responsibility to the Secretary of 
Commerce should in no way prevent the participation cg£the Surgeon 
General in the planning process or limit his responsibiJj.ty for 
conduct of a large and important part of the program. 

Interm·ediate and long term. proposals reflect the complex nature of 
the safety problem. More detailed development of the se and alterna­

1 
tive proposals should be undertaken using both go-vernment eipe~t• 
and non-Government consultants who can bring their specialized 
knowledge to bear on the tasks. 

Program cost estimates are not unreasonable. Annual expenditures 
of tens of millions of dollars in the near future are to be expected 
and appropriations in excess of $100 million may be required a few 
years hence. On the other hand, tens of thousands of lives, millions 
of serious injuries, and billions of dollars in property damage are at 
stake in each of these years. Can we afford not to spend a few 
thousand dollars in order to save the life of aproductive member of 
our society or a few hundred dollars to prevent the sustaining of a 
disabling injury? 

If we make a determined effort now, I am confident that we will begin 
to see beneficial z-esults throughout the nation within five years. The 
fact that the ultimate impact.lies furthe·r in the future should not be 
considered cause for delay •. 

Colin M. MacLeod 
Deputy Director 

https://responsibiJj.ty


1 
. \ 1~ c~ (){/L~(4-v--1:itt 

U(~ dd.~ ~ .~ /~ /4frgI 

I - , 

~~~~wt~,~ 4 
►~ Q•r:1~zi ½~~ LJ- r;t;,C 

1w\ I /J ~ 1~ ~d - ~I 

~IJ~ cLi.4- ~ ~ l ~ C±;fi~.I 

1W~I~\/)~~~ 
0~ 5-~ ~ i . ~· 



THE UNDER SECRETARY OF COMMERCE 
FOR TRANSPORTATION 
WASHINGTON, D.C. 20230 

ore 3 1965 

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

Attached.are: 

l. Two copies of a memorandum setting forth a comprehensive 
legislative program in the area of transportation 
regulation. 

2. Copies of 7 sta:rf papers on various subjects dealing 
vith transportation regulation. 

The memorandum proposing a legislative program is in response to 
your request for further detailed staff studies to follow up the 
recornmenc!ations of the Transportation Task Force. The staff papers 
are part of the support for the legislative program. i'here are 
7 additional staff papers which are currently being prepared. 
These vill be forwarded to you as soon as they have been put into 
f'inal form. The recommendations for the legislative program are 
based on the work that has been done in preparing all of the papers. 

Attachments 
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"THE UNDER SECRETARY OF COMMERCE 
FOR TRANSPORTATION 
WASHINGTON, D.C. 20230 
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llEMORANWMFOR • Hooorable Joseph A, Cal1fano 1 Jr. 
Special Assistant to the President 
file Wh1te House 

. ; 

are:. . . . ... . 

1~ Two copies ot a memorandum setting forth a comprehensive 
• leSS.slative program 1n tho area ot transportaticm 
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2. ··Copies or 7 otaff papers on various eubjects dealing . 
• "1th transportation regulation. 

memorandum proposing a legtela.tive program is in response to 
your request tor further detailed starf studies to follow up the 
recommendations of the Tranoportation Task Force. The sta:tt papers 

port of the support for the leg:1slat1 ve proeram. There are 
7 add1 tional staff papers which are currently being prepared. 
These will be forwarded to you a.a soon ao they have been put into 

form. The recommendations for the leg:1.slative program are 
on the work that bas been dcme in preparing all of the papers. 

~ ·: • Alan S. Boyd 
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THE UNDER SECRETARY OF COMMERCE 
FOR TRANSPORTATION 
WASHINGTON, D.C. 20230 

DEC 3 1965 

MEt«mANWMFOR Honorable Joseph A. Califano, Jr. 
Special Assistant to the President 
The White House 

A Program ot Legislative and Administrative 
Proposals for Transport Regulation 

This memorandumpresents an extensive program of changes in regulatory 
statutes and administrative actions applying to transportation 
regulation. It supplements and is coordinate with the previous 
submittal dealing with transportation organization in the Federal 
Government. 

The content and format of this series of proposals.is geared to 
assist in the practical formulation of a legislative program in the 
next.session ot Congress and to furnish sufficient material to 
justify a comprehensive program before the Congressional Committees. 
Specifical.ly the program: 

l. Provides a range ot legislative and administrative 
propoals covering major objectives ot transport regulation. 

2. Provides alternative courses tor consideration with 
respect to various proposals for legislative or 
administrative action. The course preferred by this 
Department is given along with the total range ot 
alternatives . 

. 3. Provides a fundamental approach to each major area 
ot regulatory concern so that a basis of policy toward 
other regulatory amendments than the President's program 
may be available. About ~egislative proposals. for 
regulatory change are introduced into each Congress. 

4. Provides a basis for extensive staff studies to support 
a broad effort to achieve legislative and administrative 
change: 

A. Staff papers are being completed specifically to 
accompany this memorandum and provide detailed 
support for the proposals advanced. These papers 
are listed in an attachment, and those completed
accompany this memorandum. 

https://Specifical.ly
https://proposals.is
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B. More fundamental research is being made into the 
subjects of transportation costs and railroad 
mergers. 

This program is designed to be flexible, to be within the practical 
possibilities of defense before Congressional Committees, and 
adjustable to political realities without sacrifice of basic 
principles. Underlying all the proposals and alternatives are no 
basic principles: 

1. The criterion of ~conomic eff'ici_,~5l,. whereby regulatory 
provisions and processes are modffi'ea to utilize solely 
economic :gerfoppa.pc.e,.4.~~in the formulation of regulatory 
decisions, and to judge the existence of legislative 
provisions and proposals in the light of their relation 
to the economic performance of transportation. 

2. Efficiency of regulatory adra:l.nistration, centering on 
the long-run oojeai'.ve oFcoinliining the W, C.AJ3and 
I!':!t into a single regulatory agency with limited 
membership. Regulation as such must be si!f>litied 
before such an administrative reform is possible. New 
procedural innovations must accompany substantive 
~hange to make the regulatory process work in a single 
agency. 

Six general areas of reg\llato In each area 
as c propos s vane w c covers e en re area and 

advances the two major criteria of economic efficiency and efficiency 
at regnJ atm:y a6'mtD1s;tra.:t.,pn.A number of other proposals in each 
area are considered in relation to the basic proposals. A statement 
of the 6 basic proposals follows, ai'ter which detailed alternatives 
and recommendations on a number of specific legislative items are 
discussed. 

1. National. Transportation Policy 

~~~~~ National Transportation Policy in the 
Ipterstat,e. bornrne~·-~ct,;o~iitroauce generll-,,roeeattral 
changes in regulation to provide that any carrier 
proposal as filed shall prima facie be assume to meet 
the standards of the Act. Excei)tions to this would be 
situations involving rate increases, proposals to 
abandon or discontinue serrl.ce, and merger proposals. 

2. Rates and Discrimination 
' 

Maintain controls on maximum and minimumrates as 
well as control of discriminatory rates and practices, 

https://serrl.ce
https://oojeai'.ve
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but in the control of rate levels establish ~ ( or 
aane similar concept ot economic performance~ the 
aole leg:l.slative criterion. 

Maintain control over situations involving reg:l.onal 
discrimination. This should be done by requiring that 
improved rates which are based on economic performance 
be extended widely throughout.the economy. Discrimination 
should not be eliminated through the process ot raising 
rates to common levels above what would otherwise be 
justified on the basis ot economic performance. 

Develop effective economic performance criteria and 
procedures that can Implement this policy in detailed 
regulatory administration. 

3. Control ot Entry and Abandonment 

Maintain present controls on orig:l.nal entry but liberalize 
scope of control over the adjustment, extension, or 
discontinuance and abandonment of certificated service. 
Utilize rule making and other criteria establishing 
procedures to establish p~~~e tests of service 
with existing carriers wider liberalized provisions. 

4. Merger and Carrier Organization 

Retain existing provisions governing merger, but assist 
the Interstate Commerce Commission in its merger decisions 
by developing an overall plan of merger alternatives 
based on efficiency and other public interest ·criteria. 

5. Exemptions 

Maintain existing exemptions as a base, but g:l.ve the 
regulatory agencies authority to utilize their 
regulatory processes to adjust the exemptions in line 
with general criteria established by leg:l.slation. 

6. Procedural Aspects of Regulation 

Build into substantive legislative proposals 
procedural changes to establish m,dence of performance 
as the ,priJP:¥Ytest of re~lato::y decisi?_ns, anain 
addition make regulatory procedures uniform from one 
agency to another. -

~. /✓-5.--l___.d 
~ 

Al.an S. Boyd 
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ovmALL POUCY CHANG:ES ANDREmRrel'Iefi 

The National. Transportation Polley in the Interstate Commerce 

Act is present~ something more than a mere set ot guidelines but 

something less than a substantive mandate. Independent or revisions 

of specific statutory revisions or concurrent~ therewith., it~ 

prove appropriate to revise the Polley itself to correct at one 

fell swoop a number of areas in need of reform. The following amended 

version of the Polley (additional. language underscored; deletions in 

parentheses) would achieve such results by (1) according ·substantive 

strength to the Policy., (2) construing such mandates in favor of the 

tor-hire., regulated carriers., (3) promoting beneficial capabilities 
~•-c:&P'J~~~· °' s, ...... ,...., 

rather than preserving so-cal.led "inherent advantages" which are 

difficult., it not impossible., to measure., and (4) favoring the prompt 

utilization of equipment in light of the perennial. car shortage 

problem. In addition., except as to such major public interest 

questions as rate increases., abandonments and discontinuances of 

service., and rail consolidations., all other proposals., as filed., would 

be presumed lawful end the burden ot proof would be shifted to those 

alleging the contrary. Finally., the procedure of the ICC would be 

eased by a provision permitting the use ot expedited procedures. 

Present language of the Policy in parentheses would be omitted. 

Department of Commerce Recommendation 

As indicated hereina:f'ter., a direct approach of specific statutory 

reform is favored. Procedural simplifications can also be enacted 

separate fron the above revised policy or together with specific 

statutory revisions. The revised Policy is submitted essenti~ 

as an alternative approach. 
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NATIONAL POLICYTRANSPORTATION 

(September 18, 1940.) (49 u.s.c., preceding· 1, 301, 901, and 1001.) 
It is hereby declared to be the national transportation policy of the 
Congress to provide for fair and impartial regulation of all modes of 
transportation sub1ect to the regulatory provisions of this Act, so admin­
istered as to recognize and (preserve) promote the (inherent advantages) 
beneficial capabilities of each; to promote safe, adequate, economical, 
technologically advanced, and efficient service and foster, consistent 
with realistic and fair costing principles and concepts, sound economic 
conditions in transportation and among the several for-hire, regulated 
carriers; to encourage the establishment and maintenance of reasonable 
charges for transportation services, including those directed toward the 
prompt, economic, and more complete utilization and movement of equipment, 
facilities, and instrumentalities, without unjust discrimination, undue 
preferences or ~dvantages, or unfair or destructive competitive practices; 
to cooperate with the several States and the duly authorized officials 
thereof; and to encourage fair wages and equitable working conditions;-­
all to the end of developing, coordinating, and preserving a for-hire, 
regulated national transportation system by water, highway, and rail, as 
well as other means, adequate to meet the needs of the commerce of the 
United States, of the Postal Service, and of the national defense. All 
of the provisions of this Act shall be administered and enforced with a 
view of carrying out as affirmative and substantive mandat~ the above 
declaration of policy. 

Except as hereinafter indicated, in any proceeding, formal or informal, 
involving any proposal, as defined herein, required to be filed with the 
Interstate Commerce Commission, such proposal, when and as filed, and 
thereafter, shall be presumed prima facie to meet the applicable statutory 
standards and the above declaration of policy, and to be otherwise lawful 
in all respects, and the burden of proof to the contrary shall rest with 
any opposing parties and/or the Commission: Provided, however, that the 
burden of proof as to proposed increases in rates, fares, or charges, pro­
posals to abandon or discontinue service, and proposed consolidations or 
combinations pursuant to Section 5(z)(a) involving carriers by railroad 
shall remain unchanged. The term "proposal" shall embrace every temporary, 
permanent, or special type of application for affirmative authorization 
or approval as well as any tariff filings contenplated by this Act. 

To insure prompt disposition of formal proceedings contemplated by 
this Act a findin b the Commission that due and timel execution of its 
functions is warranted shall ermit it 1 to authorize the omission of 
recommended re orts and orders b hearin officers and 2 to ado t such 
other expedited procedures as maybe appropriate. Such a finding shall 
not be overturned unless clearly erroneous. 

Anyprovisions of law, including but not limited to the Interstate 
Commerce Act and the Administrative Procedure Act, inconsistent with the 
foregoing are hereby superseded. 
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RATES AND DISCRIMINATION 

The basic proposal is to provide that a standard of cost be the 

sole standard for determining a reasonable minimum rate. The only 

limitation on cost as a standard would be the retention of prohibitions 

against unreasonable discrimination and undue preference and prejudice, 

-but these provisions would also work within a standard of cost oriented 

·rates. The effect of this basic proposal would be to allow competitively 

indiced rates to go into effect unless they were below cost. 

Several alternative approaches are possible with respect to amending 

the regulatory statutes to accomplish this objective. They range from 

outright repeal of all standards but the cost standard, to complete 

dependence on procedural innovations. 

A. Direct repeal of all statutory standards but cost. 

Illustrative of this approach is the following language rewriting 

the ICC rule of rate making in Section 15a. Comparable provisions couldJole. c., .. ,,,,. -
,,cotr be placed in the Federal Aviation Act: 

In determining a reasonable level of minimum rates the 
Q.ev1~10N Coumission shall be guided solely by the costs of performing
To ~c.-r,ott/ the services involved in accordance with fair and reasonable 
19A IC.C.AC1 cost concepts, and the Commission may establish rules for the ,.,,. preparation of cost evidence which may used as prima facie 

evidence of the reasonableness of minimum rates. can·••••,,,,,,,_,. 
fAC&ft· This approach repeals all of Section 15a and provides that only 

prima facie submittals of cost evidence shall govern the level of minimum 

rates. The principal problem involved here is the ability of the regulatory 

agencies to promulgate rules which reflect modern cost standards in industry. 
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Otherwise, _the agencies could utilize arbitrary standards which could 

freeze the art of cost finding in transportation to some outmoded concept 

preferred by the agencies. The phrase "in accordance with fair and 

reasonable cost concepts" might help inform the agencies of the legislative 

intent to adopt modern competitive cost standards. The meaning of this 

would have to be spelled out clearly by Administration spokesmen in hearings 

to establish a legislative intent. 

B. Adding a cost standard to supplement the existing rule of rate 

making. Illustrative language is as follows: 

Amend section 15a by adding a new paragraph (4) thereto 
as set forth below and amend sections 216(1), 307(f), and

s.,,,,,'".,,,, 406(d) along similar lines: 

{II 01~4"" ,,,,,,,.,.,. 

l'J>r:"rc. 
f-

• Co#f'S 

This 

(4) Notwithstanding the 
(2) and (3), no rate shall be 
reasonable minimum rate if it 
reasonable net revenue on the 
which it applies and if there 

provisions of subsections 
found to be lower than a 
shall appear to yield a 
traffic of the carrier to 
is a reasonable competitive 

basis advanced therefor, provided, however, that the 
foregoing shall be without prejudice to any findings not· 
inconsistent therewith as may be warranted under other 
standards of lawfulness in the Interstate Commerce Act 
and related acts. 

has the advantage of building on the existing foundations in 

·the rule of rate making and may be politically more palatable. It clearly 

preserves other protections of the Act such as prohibitions against 

discrimination. It confines application of a standard to competitive 

situations, and does not yield a cost standard as such, although one is 

strongly implied. On the other hand, this approach by itself does not 

provide procedural relief by providing for a prima facie evidence procedure 

to utilize cost standards. 
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C. Procedural innovations in declarations of policy. 

Such procedural innovations would shift the burden of proof and 

provide for prima facie validity of carrier proposals. Amendment of 

the National Transportation Policy in the Interstate Commerce Act 

discussed in a previous section is illustrative of this approach. 

Department of Commerce Recommendation 

Consider changes both in the rule of rate making and in general 

policy declarations governing procedure. A substantive change is desired 

in rules of rate making, and the direct approach should be tried. Procedural 

simplification is needed to prepare for the ultimate objective of a single 

transport agency, and some attention should be given this issue as a 

general matter, in a context of substantive change in rate making and control 

of entry. 

Geographic Discrimination 

Alternatives 

A. Rely on present anti-discrimination provisions in regulatory 

legislation, plus reliance on competitive spread of cost-based rates 

which will generally lower transportation costs. 

B. Provide special language in cost-based rate amendments to 

provide for extension of rates to other geographic areas. 

Department of Cormnerce Recommendation 

A specific recognition of the problem of geographic adjustments 

necessary under a regime of cost-oriented rates should be made. One 
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possibility is to provide that any cost-based rate for a given commodity 

or service should be prima facie evidence of the reasonableness of 

other rates for the same commodity or service. Both politically and 

from an economic standpoint, some guarantee of extended benefits from 

rate innovations is justifiable. 

Other Rate Proposals Considered 

1. Create Joint Boards on through routes and joint rates. 

Department of Commerce Recoannendation 

'11tis should be included in a transportation program. The 

regulatory chairmen have approved it and have developed a draft 

b~ll ready for introduction. It will provide a body of experience 

preparatory to the formation of a single regulatory commission. 

2. Repeal long and short haul provisions of Interstate Commerce 

Department of Commerce Recoounendation 

This should not be included in a transportation program~ Its 

inclusion will alienate important political groups, and many of the 

objectives of the proposal are being met now through liberalized 

regulation by ICC under recent amendments. 

3. Repeal requirement of Interstate Commerce Act that rates be 

based on "reasonable classifications" of property. 

Alternative approaches 

A. Consider an integral part of cost-oriented rate proposals as 

discussed in basic proposal for cost as single standard for 

minimum rate control. 
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B. Repeal of provision as suggested. 

Department of Commerce Recommendation 

Repeal of provision is unnecessary except possib~ to tidy up 

Interstate Commerce Act a:rter its amendment to cost-based rate 

standard. In All States Freight v. NY, NB & H RR (379U.S. 343, 1954) 

the Supreme Court relegated the classification provisions of the 

Interstate Conmerce Act to class rates which carry a relatively 

minor portion of rail end motor traffic end are susceptible to 

conversion to commodity rates at any time by either mode. Some 

individual motor carriers may have a larger proportion ot their 

traffic in class rates. 

4. Amend Interstate Commerce Act to require rail and motor carriers 

to accept shipper owned or leased equipment at cost based rates. 

Department of Commerce Recommendation 

It does not appear necessary for specific legislation in this 

limited area since other Department recommendations herein which 

contemplate regulation of rates end services based solely on cost 

standards largely embrace the substance of this proposal. To the 

extent that the instant proposal involves the payment of allowances 

to shippers by carriers for the use of shipper owned or leased 

equipment, the test of the maximum reasonableness of such 

allowances is, by ICC and court precedent, already a cost-oriented 

matter. The granting of allowances is permissive; a carrier is 

not required to grant one. Insofar as the suggested amendment 

pertains to the mandatory acceptance by a railroad of truck-tendered 
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trailer-on-flatcar traffic, the ICC proposal to this e:f':f'ect 

is now on appeal to the Supreme Court. Presumably, it the 

ICC's decision is upheld, it would have equal power to 

require a m:>tor carrier to accept rail tendered traffic. 

Presently, the ICC is without power to require through routes 

and joint rates between motor carriers and railroads. 
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S. Limit liability of common carriers for loss or damage of 

property. 

Department of Commerce Recommendation 

"Released rates" have grown substantially in number and now 

afford carriers the essence of the relief proposed without the need 

for further legislation. Carriers are presently free under "released 

rate" statutory provisions to establish low rates with low liability. 

The law merely requires that the carrier have also available, for 

possible shipper use, a higher rate with greater liability; the 

difference being largely a matter of costs. Improved packaging 
... 

methods also lessen any need for this proposal. Finally, as a 

matter of elemental fairness, it is difficult to justify a limitation 

on carrier liability on a shipment under its control and supervision. 

6. Deny carriers right to request suspension of proposed rates or 

place burden of proof on complaining carriers. 

Alternatives 

A. Repeal suspension provision 

B. Reduce period of suspension 

c. Change burden of proof from proponent to opponent of change 

D. Make uniform the exemption provisions in the Interstate Commerce 

Act and the Federal Aviation Act. 

Department of Commerce Reconunendation 

A unifprm suspension period of 60 days should be applied to 

carriers subject both to the Interstate Commerce Act and the Federal 
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Aviation Act. With the minimum rate standard reduced to cost 

standard, in accordance with a previous recommendation, a lesser 

time would be appropriate and a more certain basis for determining 

the appropriate rate would be available. For the latter reason, 

there appears to be no basis for changing the burden of proof, or 

distinguishing among classes of litigants--carriers and shippers-­

with respect to the burden of proof. 

7. Eliminate rate regulation of all unsubsidized domestic 

passenger transportation. 

Alternatives 

A. Jepeal regulation of passenger rates, at least to extent of 

control over minimum rates. 

B. Utilize same standards of minimum rate control as recommended 

for general application; that is, use a prima facie cost standard 

as the sole standard of a reasonable minimum rate. 

Department of Commerce Recommendation 

The cost standard should apply uniformly to freight and passenger 

transportation minimum rates and fares. There is no essential 

difference in the principles applicable to either. 

8. Prohibit mixing rules on container shipments. 

Department of Commerce Recommendation 

This proposal deals with a rather limited area of regulation 

where no serious need for legislation appears. As with a number of 
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other proposals, the cost-oriented concepts advanced heretofore 

will eliminate or lessen substantially the use of rules requiring 

that ladings consisting of different coomodities shall be limited 

to certain percentages. The carriers themselves construe such 

rules in a manner which permits its easy satisfaction. 

9. Eliminate economic regulation of small shipments. 

Alternatives 

Provide exemption from regulation. 

B. Provide partial deregulation, e.g., minimum rate deregulation 

of shipments less than 10,000 pounds (the ICC statistical 

yardstick for less-than-carload and less-than-truckload shipments). 

C. Increase parcel post size and weight limitations. 

D. Coordinate regulation of small shipments with a general regulatory 

policy favoring cost-oriented rates. 

Department of Commerce Recommendation 

Alternative "D" is favored, particularly in view of the 

importance of cost as a factor in this type of service. 

10. Impose control of international air rates. 

Department of Conunerce Recommendation 

The Civil Aeronautics Board should have its powers to deal with 

the international aviation consortium considerably increased by the 

national interest. A bill has been introduced during the last session 

to accomplish.this. 
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CCffl'ROL OF Em'RYANDABANDONMEN1' 

The basic proposal. would provide a liberalized procedure for 

extED ding and contracting common carrier services of existing 

carriers. It would leave essentially intact controls on new entrants 

to extend or contract --------- their business. The need for the legislation 
-------- tu ~-.. •• -

stems from the unus~ detailed regulation over authorized service 

by motor carriers, water carriers, and airlines, and the need to 

adjust abandonment of unprofitable lines by railroads. 

In its essentials the proposal. would permit temporary authority 

to modify routes or service with respect to areas or commodities 

having reasonable relationships to existing certificate provisions. 

Such reasonable relationships would be outlined by the regulatory 

agencies by rule making, and temporary authority would be granted at 

once·on showing that the proposed certificate amendmentsmet the 

agency rules. Following issuance of temporary authority, carriers 

would prepare for the agency specific data on performance in any new 

service. If such evidence showed that performance met the agency 

criteria as detailed in its rules, modifications of service woul!l 

mature automatic~ into permanent certification. 

Both substantive amendment and procedural. shirts in the burden 

of proof' from carriers to protestants would be involved in these 

changes. 

Alternative approaches to this objective involve on one hand 

the preparation of' substantive legislation to liberalize amendment 

of carrier certifications., or reliance on procedural innovation. 

M¼Q a ;o '€... !AUL )A 4:Pt WP ltfi:IJ 4 £431 A U &VIRZ- -swwcrw:u_» 
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Illustrative language to implement the recommendation substan­

tively is as follows: 

Amend Section 206of the Interstate Commerce Act by adding the 

following language: 

Modifications of authority to serve routes, points, terri­
toHes and commodities or tradesshili be granted by the 
Commission upon a showing that such modifications are 
reasonab_!Y rs!lted to existi~ificates of applicants 
and that carriers have demonstrated capacity to perform 
increased service in an efficient manner. Reasonable 
relationships• to existing certificates should be determined 
by the Conmi.ssion on the basis of general rules which take 
into account scope of existing routes, points l?erved, 
territories, and commodities and trades served by applicant. 
Modifications of' authority shall be granted .~utoll!-Y._c~ 
tor a temporary period in the discretion of' the Comm:Lssi"on 
upon a showing by applicants ot meeting terms ot the 
Comml.ssion's rules, and shall be made permanent upon a 

•further showing ot performance for a ~1-J>eriod as 
determined by the Commission and on the basis of rules 
governing subml.ttal of-such evidence. 

Al.tematively, procedural amendments could liberalize all entry 

requirements by changing the burden of proof from applicants to 

protestants or the regulatory agency, and by consi~ering all applica­

tions to be prima f'acie lawful unless proved otherwise. Amendments 

to the National Transportation Policy suggested 1n connection with 

the previous discussion of' rate proposals would accomplish this 

purpose. 

Department of Commerce Recommendation 

As in the case of rate liberalization, a combination of substan­

tive and procedural. changes is necessary to improve control of' entry 

to further the economic performance of the transportation industry. 
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Prima tacie performance showings should be sutf1cient to justify 

modification of routes and services by all. classes ot carriers. 

Burden ot proof and other procedural aspects should be changed to 

conform to such a substantive performance standard. 

Abandonment of Railroad Lines 

The proposal is to liberalize abandonment of rail lines along 

one of three alternative approaches: 

1. Grant carriers absolute right to abandon but empower 
ICC to regulate timing of abandonment, limited by a 
specified term of years, tor example, 10 years. 

2. Allow abandonments to be effective automatic~ in the 
absence of affirmative action by the Commission to 
hold hearings, and limit the duration of authority to 
order continuance for the Commission to a specified 
term of years. Shift burden of proof to protestants. 
This is in effect the same procedure now in use for 
rail passenger train discontinuances. 

3. Maintain present law governing abandonment but provide 
tor a prima facie showing of economic loss which would 
justify abandonment. 

Department of Commerce Recommendation 

Alternative No. 2 is preferred because it is close to the 

procedures now in effect for train discontinuances which have proved 

effective. The Camn:1.ssion 1s powers to order continuance of service 

on· lines, however, should be 3 years tor abandonments as contrasted 

to the one year limit for discontinuances 1n the present law. 
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MERGERANDCARRIERORGANIZATION 

No legislation is recommended to amend either the Interstate 

Connnerce Act or the Federal Aviation Act with respect to mergers. 

Some consideration should be given to legislation providing financial 

·incentives for limited merger activity, but because of the technical 

complexities involved in raiiroad organization and related tax laws, 

caution should be used in endorsing specific proposals. 

With respect to merger itself, the present statutes possess suf­

ficient and desirable generality, so that carrier initiative in proposing 

mergers is not handicapped, and the regulatory agencies retain sufficient 

powers to protect the public interest. Present law appears to afford 

the regulatory agencies ample authority to formulate such administrative 

criteria or procedures as may be appropriate. 

The Interstate Commerce Commission is handicapped by outmoded 

procedures, which can be modified by the agency itself, and by the 

absence of sufficient capacity to develop public interest evidence 

to offset fully the positions of the merger proponents. The greatest 

contribution of the executive branch is potentially the preparation 

of public interest positions in merger cases, supported by evidence 

based on original research. 

Financial Incentives for Merger 

Two kinds of financial provisions might accelerate merger activity 

for marginal railroads such as Erie-Lackawanna and Boston and Maine. 

They are (1) voluntary reorganization of financial structure and (2) 

tax incentives. 
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Section 20(b) of the Interstate Commerce Act provides that the 

financial structure of a railroad may be reorganized by voluntary assent 

of 75 percent of the holders of each class of security. Some liberal­

ization of this provision would assist railroads such as the Erie­

Lackawanna and Boston and Maine adjust their debt structures to facilitate 

merger with a larger company. On the other hand, the impact of any 

liberalization on railroad securities generally cannot be foretold, 

but the value of many bonds held by fiduciaries would be affected. 

Because the present law is relatively liberal and could be made an 

effective part of any merger plan involving the marginal railroads, 

no change is recommended at this time. 

·Tax legislation proposed in H.R. 10.542 appears designed to facilitate 

railroad mergers with marginal companies by extending loss carry forward 

provisions. Such legislation, if enacted, could be used in conjunction 

with voluntary reorganization to expedite merger actions by carriers. 

The precise effects of the present bill with respect to individual 

railroad problems are not clear. Deficiencies in the bill have been 

pointed out by the Treasury Department, and by individual railroads 

with respect to their needs. Because of the complexity of the problem 

it appears best at this time not to endorse a specific bill, but to 

favor generally reasonable amendments to the tax law that would assist 

in the problems of marginal railroads. 
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EXEMPTIONS 

Studies of the agricultural exemption area show that an 

effective pattern of carrier service has emerged under the exemption 

and that carriers operating under the exemption are efficient, 

prof'i.table, and render service that is superior and at lower rates 

than regulated carriage. For these reasons, the present scope of' 

exemption should be retained, and the exemption legislation might be 

changed to allow regulatory permission to extend exempt carriage on 

a limited scope in the f'i.eld of commodities related to agricultural 

production and processing. 

Department of Commerce Reconunendation 

The language governing Section 203 (b)(6) which provides the 

agricultural exemption should be amended as follows: 

With respect to any commodity not exempted under this 
paragraph or manufactured product thereof, the Commission 
may upon application or its own motion extend the exemption 
from this part a:f'ter hearing. In extending such exemption 
the Commission shall take into account and specify in its 
order the extent to which ad.equate service cannot be made 
available by common carriers regulated under this part due 
to excessive seasonality of movement, market conditions in 
the commodity under consideration, need for rates more 
favorable than available from regulated common carriers, 
or other need for special services not available at suitable 
terms from regulated carriers. 

Extension of Water Carrier Exemption 

Alternatives 

1. Extend to dry bulk commodities the same discretionary 
powers of extension recommended above for motor carriers 
of' agricultural commodities. 

2. Extend present exemption of dry bulk commodities to all. 
such commodities by repealing 11mitation to commodities 
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in dr;y bulk trades on June 1, 1939, by repealing rule 
ot three limtting exemption to carriage ot three dry 
bulk commodities in a single vessel, and the "mi.x:l.ng 
rule" which brings dry bulk commodity rates under 
regulation if' carried in the same vessel as regulated 
commodities. 

Department of Commerce Recommendation 

ihe Department favors outright legislative extension of' the 

exemptions as provided in alternative 2. Bulk commodity carriage 

offers no difficulties of distinction as between types of service; 

a commodity is either carried in bulk or it is not. In agriculture 

on the other hand, there are inf'inite gradations of service ranging 

from the most obviously manufactured goods in regular channels of 

commerce to direct movements of raw produce off the farm. From the 

regulatory standpoint, the two exemptions offer separate regulatory 

problems and may be treated separately. 

https://mi.x:l.ng


21 

STAFF PAPERS TO ACCOMPANY MEMORANDUM 

1. Factors Bearing on Cost as an Exclusive Standard for Minimum Rates 

A summary evaluation of the role of cost in price theory, 
applications in transportation, and a review of leading 
cost criteria and cases used are under consideration by 
regulatory agencies. From these materials, conclusions 
are drawn respecting suitable procedures for expediting 
and liberalizing the regulation of minimum rates. 

2. Classification as a Principle in Cost Based Rates 

The original purposes and background of rate classification 
are explored. Then the relationship of classification to 
competitive rates is set against the original background, 
showing the deficiencies of classification as a competitive 
tool. Conclusions concerning classification as a principle 
are then offered. 

3. AnAnalysis of the Small Shipment Problem 

Details on the background of the problem, an economic analysis 
of the reasons for the problem, and alternative approaches 
to its solution are presented. 

4. Regional Discrimination and Cost Based Rates 

With cost a primary factor in extensive rate reductions 
by railroads, old regional economic patterns change. This 
problem is set orr against basic economics or discrimination. 
Older standards or regulating discrimination are analyzed, 
and a newer approach is suggested, based on spreading the 
welfare resulting from improved transport costs. 

5. Control or International Air Fares. 

The problems encountered by the Civil Aeronautics Board in 
dealing with nationalized air carriers of foreign govern­
ments and the international air cartel are outlined, and a 
remedy suggested. 

6. Deregulation or Airline Fares 

The ancient problem or internal subsidy is analyzed in terms 
of modern air transportation. External subsidy problems or 
local service carriers are analyzed in terms or internal 
subsidy or regulated trunk carriers, technological develop­
ments, and evidence concerning trends in service needs. 
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?. Suspension 

Data are shown concerning suspension practices by ICC and 
CAB. Motives for suspension are outlined, and it is shown 
that suspension is essentially a tool for keeping competitive 
rates up. Modifications in suspension to take this into 
account are recommended. 

8. Control of Entry into Interstate Motor Freight Transport 

Basic economic factors affecting transportation under entry 
control are traced. Reviews are made of the few studies 
of the problem and it is concluded that the economic evidence 
concerning the economic performance of carriers protected 
by entry control is not sufficient to draw substantive 
conclusions. Therefore, it is recommended that procedural 
innovations leading to the use of economic performance 
criteria and data be used in a liberalized policy of certif­
icate adjustments for existing motor carriers. 

9. Relaxation of Procedural Requirements to Abandon Railroad Service 

Alternative suggestions for relaxing abandonment requirements 
are made against a background of past experience and available 
data. 

10. Relaxation of Procedural Requirements to Suspend or Abandon Airline 
Service 

The basic background of airline service suspensions is analyzed 
in terms of current aviation problems. 

11. Topical Outline; An Administrative Approach to Railroad Merger Policy 

Railroad merger criteria are examined against a background 
of planning doctrine, and an outline of a three phased plan 
for appraising existing and prospective railroad mergers 
is presented. 

12. Legislative Standards for Common Ownership in Transportation 

The legislative histories of present laws governing cross­
modal ownership of transportation companies are analyzed. 
Absence of general standards is revealed, since each law 
reflects the limited circumstances which led to its enact­
ment. More general standards for the regulation of common 
ownership are derived. 

13. The Agricultural Exemption 

Research findings concerning quality of servic~ levels of 
rates, and efficiency of firms in exempt motor carrier 
services are summarized and their implications analyzed. 
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14. Rules and Practices of Transport Regulatory Agencies 

A comparison of the rules and practices of the ICC, CAB, 
and FMC is made. There follows an analysis of these rules 
and variations in terms of the provisions of the Admin­
istrative Procedures Act, the Administrative Conference, 
and recent suggestions for overall procedural reforms. 

LUWSXL U& 
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REDIRECTION OF TRANSPORTATION OF REGULATION 

Agenda tor Meeting ot December ll, 1965 

I. General Policy 

A. Should the President submit a special message on transportation 

problems! 

B. Should the President sponsor an entirely nev declaration 

ot transportat;on policy implementing his "more competition•••• 

less promotion and regulation" position~ Or try- to patch the atate­

mnt 1n the IC Actf 

C. It there is to be a special message, should it mention vork 

being initiated to produce later recommendations tor legislative retorm, 

e.g., general standards to control c~mmonowners~ipf Or only proposal.a 

to be implemented by legislation to be submitted at the next session, 

• e.g., revision ot rate suspension provisions! 

. I . 

r 



I It is hereby declared to be the-national transporta~ion 

policy of the Congress to foster competition within and be­

tween all modes of transportation so _as to provide users of 

transportation with efficient, fast, safe and convenient 

tran~portation services at the lowest cost consistent there­

with. 

To this end: 

1. Regulationf shall be limited to the minimum 

necessary to assure- charges reasonably related to the 

costs of providing services, including profit. 

2. Public investment in transport facilities 

and ·services and subsidies t9 the carriers shall be 

limited to-amounts (a) necessary to rectify inequities 

from past or existing public policies and programs, or 
. . 

(b) justified for a specified period to facilitate the 

developnent and introduction of new technology or the 

developnent or redevelopment of depressed areas. 

3. Taxation shall ·be equitable as among all modes. 

4~ Users, except as provided in 2 above or as 

necessary to prevent discrimination not based on bona­

fide differences in the cost of providing services, 

shall pay the f~ll cost of the services received either 

in rates or in user· charges or both. 



--

~ • '"' Arv 
.' ·, ::, '1' (l_-/2l"t ()I'll? ( c}rJIJ 1/ '-V Gtt°"'1 

wQ7-l'f1 
[(\ 0Of!""' l "'l]

" f@()VU"IS '1 lT WI'\. Bfi\lt -l>rl oP• l·ll6~t'±4. 
I@U.~ti·C~bS{1"4,tt·"Ft' t'\-t e co 11Pt.,,t , oJ 

C\) t\,ll "ft'!~'°'0 IOb'f 2t>lo6.,.,P 
Commerce ram ----. 

*4• 

s. 

&1n...'\ 
\\e\-"'\'\ 6. 

\~""' 
(lJl1~\"t, 

.,.,~ 

*7. 

•s. 

9. 

irect repeal of all statutory standards but cost • ..., -
Add a cost standard to supplement rule of rate making. •Oc/.l!'!L 

~\J~~O,t,"1ti,J-( 

Procedural innovations in declarations of policy. 

Rely on present geographic antidiscrimination provisions but 

rely more on c_ost-based rates. 

Provide special language in cost-based rate amendments to/ 

provide for extens~on of rates to other geographic areas,;· . 

Recognition of problem of geographic adjustments necessary --

pos.sibly cost-based rate for given commod.ity should b,p~r~a. 

facle evidence of reasonableneBB of other rates for f same• commodity, 

Create Joint Boards on through routes and joint ra es. 

Repeal long- and short-haul provisions. 
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10. Repeal req~rement of IC Act that rates be based on reasonable 

classifications. 

11. Consider 11.f~as a part of cost-based rates covered in proposal 

that cost be used as a single standard for minimum rate control. 

~ Amend IC Act to require rail and motor carriers to accept shipperu (.'_,.,J ~ 

I 
owned or leased equipment at cost-based rates. ~ c.r• 

• ~~~ 
• . . (A<,~~. ~ 

I 13. Limit liability of common carriers. 

I Repeal rate suspension provision 
I 
I 

~.,._. --- .,."'l't!!'_~____...~ ... 

.......__.,,..- fd ?$ 
*15. Reduce period of suspension (to 60 days). ll\~1)"1'1PI 

,vS,~n"":./ • 

Change burden of suspension proof from proponen·t to opponent. 

17. Make suspension exemption provisions uniform for IC Act and 

Federal Aviation Act. 

Repeal regulation of minimum passenger rates for unsubsidized 

passenger carriers. (~ ~ ~) 

Use cost standard in determining reasonable passenger minimum 

rates. 

Prohibit mixing rules on container shipments. 

f1/l?t . 
4- l f,t-.?. 

60 c4--1S 
d I tJlf'~ .f>/()ONot'AI~ .,.,,, 

18. 

*19. 
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21. Exempt small shipments from regulation. 

22. Provide partial deregulation (based on less than JO, 000 pound 

: shipments). 

23. 'Increase parcel post size and weight limits. 

*24. Coordinate. regulation of small shipments with general regulatory 

policy favoring cost-oriented rates. 

*25. Impose control over international air rates. 

*26. Liberalize procedure (thru temporary authority) for extending 

and contracting common carrier services of existing carriers. 

27. Amend IC Act to liberalize carrier certification. 

*28. Amend procedural aspects of IC Act by changing burden of proof 

from applicants to protestants or the regulatory agencies.in entry cases. 

29. Grant rail carriers absolute right to abandon but empower ICC 

to regulate timing of abandonment (example 10 years). 

*30. Allow rail abandonments to be effective automatically in the 

absence of action by the ICC. Shift burden of proof to protestants. 

https://agencies.in
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HIGHWAYSAFETY.:-:-.-':-. ·.~::-~-:~.·~.------- ·-.~ ~ --~ .•••
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•• --r• .. • 

Agenda-tor Meeting of'--~c'e~~r-11~. 1965 ·----- --:-: :-:-: ;. -~,;~ .. .:._, 
.... :. -.+-:--:__:: "i ' • ::=-: •• ; :; ·:·......" .. ·-: . . t ,. ~ "'.: .. .. 

:~~-...:·;, .:.~---;.... .. 
I. Organization -· . 

-- ff AJD..,, 
A. Should overall executive branch responsibilities tor i,Js/r,I 

....... --- . . - . _. . : . .. . : : : I.Al-. • 

Federal highway .safety programs be given· tlie Secretaq .. of' Commerce? .. • U~t2 ·:r. ·---
.-·-- -- •• ~: ·-~ 

~----' ·-~-----
Central staf'f' support created 1n the Department -- the proposed 

. . - .. - . :::: .; ... ;, • 
Highway Safety Services Administration? ,. 

. . - . ··-... • ~ • - • • • • • •- • -• - • I \ 

.. -~ .-~. --·--B. Should the existing coordinating groups be reconstituted, 

their re~nsibili'!ii_~s-redef'ined and their heirarchical status .•... 
. .....:/ 

• ·--
changed to f'acili tate the ef'f'ecti ve tunctioning. of' the proposed · ': : :_ : 

-
__.......--- _;;; ·:-...::_.BSSA. 

.. - -... 
~- .. - -~ .....:..........._.. 

-- Interdepartmental Highway Saf'ety Board· to ·be ·called __. •• - -~ . - . . ·-. ....-· ... r ........ 
1l 

"Ini,;r~y ill.gin,~ Sai'i.ty comf tteew-;-to repGrt to -+-~: ·· .. 
the Secretary of' Commerce whose p_owers would be -· 

....·-- ... -- ·- -~..,::
.:.:...-

'- .:. .a·_·clarif'ied. and strengthened, to be concerned sole~ -· ~ • 
/ .,,,. ...·-"' -.: ...•.._.:. :",;;.:-·-~~-_._ 

. with impact __(!! ~ederal safety_ programs __on:general ;~:.--:;.:;·__ <II.-:-_j-· 
. _pubu'.~-~~:->:.:. - ---. • .. • - :- - - • -··- •• ~--- ·- ~~ ·_ .. , ~;';~: 

• • • • • -ro,1-•~·1ol1t.7f>-,,<J~Ace Hl+~A-.· :· . 
<:J'ederal Saf'ety Councij}'to trm<:t~~n ~th ~dance f'r~~ ; :.. -.i~:, .:-.~_ 

•BSSA~--to be concerned in the higlnlay· _safety area soleiy. • -.,.._----~::~~ 

with internal Federal programs ~ ~ report to the ·: •~ 
. . 

President. Secretary of' Labor to continue as chairman. 
,/ - . . . 

-- Presi;_dent's Committee tor Traf'f'ic Safety to be called ·: 

"National Public.Advisory Committee on Highvay Saf'ety", 

. to consist of' representatives of' the -g~n:;;;.i .. public 
. . -· -- -- • ,. ··-··•-: _____ 

... -· . ·--:-- __. ·=· t~--'.:.-~~--
- ' ::-.=..: -: ;;":.'.1;"9'- ·- -.... 

https://Sai'i.ty


____________ 

.. 

, \ 

I 
'f, 

especial.ly traffic sa.f'ety experts rather than 

spokesme1Cot-1nterests groups, with a public 
.,.,,,-_.,,,-.,,. .-- . 

chairman (HearstT) reporting to the Secretary ot 

Commerce, and tinanced entirely by the Federal 
r . :· . .. 

Government. r 
:._-~~ . . • 

- - • 

.. 
:.. • ,_ .... .,,.,_,, ·.~'"--:1-: ;"' !" -- - ~.:. =~-- . ::~ t:-~ ~--~-;-.~= 

II. Programs 
. . 

. 
. 

_ 
• © 

· ~-:_ .. ; · ---· "~ 
. 

. 

. __.:..:..:•:': .;..~. ·:~:.::.::-_~: .... 

A. Should there be a special message on highway sa:f'ety ~------_ 
. . .. 

or should new sa.f'ety p_roposals be made part ot a general trans-

- - - :- :-,,- --.. . ....-·---:portation me"s's~t 

-B. Should initial research be undertaken pr1marily through 
. -:...·- . :. . - _•... -

contracts? . - . : . --~----• •. . - ---- ·- -- •. --- ----""·-··----·------

c. Should ~~-.;~~dfaee=h Pac1l1:i}oe -~ten-ed pendil>g •••• -~--~ • 

results ot initial research, including de:~collection and ana.lysis, ~ 

to permit more confident Judgments_ on nature, scope and duration ot ~' 
·- • --· ----·---the program_!_ _ 

. ~·-~-------
D. Should imp~vement ot State and local sa.f'ety programs be 

.. . - . 

_/ 

-··_· - ; ·.:: ... 
-------- • -
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A. What is the appropriate first year tunding of direct 

Federal programs? (Approximately $ll milllon is now being expended
-·-

tor activities other than. road building.) 
·;~.~~

B. What is ·the· appropriate augmented :f'unding "o-r saf'ety .:::~~:.""7.:·:~ 

construction projects financed by the Trust Fund? 

·DJ.version trom secondary roads program? 

.c. Should greater consideration be given tunlfng o't State and . ·- -......:;._,.
--;;:. : --

local saf'ety efforts through locally imposed ~r ·charges? Possib;cy_ . 

with Federal·matching grants? \ 
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Subjucts Transportation reorg:aniz:stlon 

• 

Attnc'h.:,d DTI! stnEC rn:,or11 nn "TrruJsJ,ort:atlon Rcorr.anl&ntlon" 1n 
gcnor-Jl, "Rcorz11nhaticn or ~Oi:Uhtory Agcrnclo,, N .and "ili,:hwl\y .Suioty"· 
l'co:-r.:inh~tion. Thesu roper:. outline tho auroau•s viows on thoso 
pnrtion~ uf tho It1torar.oncy TASk l'c,rco on Trnnsportotlon vhlch dc:al 
with orr.:snh:itionol-problcns. 

,~1th ruspcct to tho...N:ition,.11 Tr\lnsr,ort:itio!\ Council, v1>uc:Uuvo it 
s?\CJuld bo usta!ll l ,hcJ iu an aclvhC'ry Ct\ptici ty to the Secrct:n')" to 
.cr.h:tnc~ hi~ podtion ns thn Prcslrlcnt•s ·a,rincipal transrortntion 
n,lviscr. tn tMs contoxt it shoul,t bo u1oru1 n.s ;a co~unic.itlon, 
Jcvico. ttu douht, hwuvcr, tl.llt 1t wlll t,u very '9!°f'«sctlvc as a e.n;r.ns 
of &lovclo:•1113trnn,port3t1''1n pe>licy. Like c,t?,cr intcr;ar.onc)' cm::m.itt~os. 
it ls tikoly to t.iko n c<>.-:,p-rci:,isiri~ ond "loa~t co:in~n dono::iimitur" 
11rl•ronch to tT.1ns1:ortntlcn r-rohlca:s. 

t:c 4ffi~"1tt\ the roi,ort•s conclusion thn n~sin lo TO(•ulutor U•!unc 
l.;; ot r\,~:;ihlo ct_tl}s rrcse..n.\_ti v:l.l ;rnJ tt<'roo :ib ..o t1,aJ_!hc.,~~- r:-" o 
first stcr• to \,C) tal~cn no\f is tho ost:ib'iraccnro~rrosldontlnlly 
Oj!j'Oliltl!,1 '';'ttYUi" ]"or tho 1cc. Othor1tiso. In theChaifia,io rc~til:itory 
uro:l• 11:0su:~~~st novinr. with s01w c:iution. -

• 
,I-
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December 3, 1965 

Notes on Highway Satety Organization 

There is obvious need for advisory instruments within the framework 
ot the Highway Safety Services Administrati proposed to be· 
establis e - ommerce. We :f'oresee a need for 
three such groups. 

The first ot these should be an interagency group concerned with the· 
highway satety programs ot the Federal Government which have a signi:f'icant 
impact on the general public - with the impact of Federal driver and 
vehicle performance standards on the behavior of automobile manufacturers, 
other highway users and the public at large; with grants-in-aid and 
research programs and their e:f'fect on State f.Ddlocal governments. These 
constitute the substance o:f' the expanded program under the general over­
sight ot the HSSA. 

. This interagency committee should be concerned only indirectly vi th • 
internal Government programs tor Federal employee satety (relatively 
minor in effort and impact). Efforts in the internal employee etf ort 
should be spearheaded by the Secretary ot Labor and his Federal Safety 
Council under his statutory authority over Federal employee safety 
programs in general . 

The Federal Safety Counsil -- with added support -- is a particularly 
use:f'ul. device for internal Federal programs because ot its broad based 
membership -- all Federal agencies are represented -- and its scores of 
regional safety councils at the field level. These internal Federal 
programs should be carried on within whatever applicable guidelines are 
developed by HSSAas a result of the Government's external public programs. 
Close liaison should be established and guidance given by the HSSA to the 
Federal Safety Council staff and the Secretary of Labor should be a member 
of the interagency committee chaired by the Secretary of Commerce. 

The third a~!i!P!.l_~P.~~ould be publJc in nature and concern itself 
with b{ihway safety pro'&tems of the general public and all its component 
groups. 

Creating these instruments, assigning them proper responsibilities, and 
establishing procedures for their operation are madedifficult by the 
existence ot_two roughly similar groups which have not performed satis­
factorily and which, except for public relations considerations, should 
be abolished. These existing groups are the Interdepartmental Highway 
Safety Board and the President's Committee for Traffic Safety. While the 
first is chaired by the Secretary of Commerce, the Executive Order estab­
lishing it does not make his authority clear. The Board is advisory to 
the "individual membersand to other beads ot executive agencies." The 

.. 
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povers and responsibilities ot the existing Interdepartmental Highway 
Safety Board should be changed and, because or its poor image, probably 

. also its name. Under nev arrangements, the Chairman ot the interagency 
committee should continue to be the Secretary ot Commerce but he should 
have the authority to be a strong chairman, the Committee should be 

.advisory to him and the Secretary should submit reports on beh~ or the 
Committee to the President. It the President accepts any recommendations 
made by the Committee, he could reter them back to the Secretary and the 
nev Highway-Safety Services Administration vhich could implement them 
or turther delegate responsibility to other Federal agencies such 1us 
GSAor HEW. 

The name, composition, and responsibilities or the existing President's 
Committee tor Tratfic Safety should also be changed because ot the 
imtavorable image 1t nov has a."ld because vi th the cloak ot Presidential. 
authority it hae confused the highway-satety issue and served private 
interests more than public interests. The President's name should not 
be used at all 1n title ot a reconstituted public advisory group. One 
alternative name might be "National. Public Advisory Committee on Highway 

• Safety." 

The various highway interests should have a voice 1n the new Committee, 
but greater stress should be given to naming individual.a vith expertise 

• 1n the tratfic aatety rield, not tied to any particular interest group. 
Its chairman should be a public person (perhaps the present chairman 
William Randolph Hearst, Jr.) but it should report to'the Secretary or 
Commerce, not to the President. According to Mr. C.,Jitano this change 

___would not ott'end Mr. Hears't. Hereatter this group should be tlnancecf 
entirely by the Fecleral Government as another ■tep toward reducing the 
influence ot ·special interest groups. 

.. 
... 

\ 

/ 
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Transpgrtation ReorB8.n1zation 

We .endorse the report's principal recommendation favoring· creation ot •• 
a Dcp.,.rtmentot Transportation. As noted in the report, this reorgo.ni• 
zo.tion we recommended previously by the task force on Government 
Reo:reanizo.tion and 1a currently among the rcorgo.nizo.tion propose.la to. 
be reviewed by the President. We believe that such a depo;rtment 1o 

•noccooo.ry to end. the existing difi\lsion ot trGnsportation reopons1bil• • . 
1ties and to provide the proper organizational. baa1a tor forming 
no.tional transportation policies. • 

F.-:,ccific comments 

A question arises on the intent ot the report vith respect to thooe 
elements recommendedtor inclusion in the department. The report 
conto.ins some apparent inconsistencies. For example, on pclge 5 it 

, 1G stated tbo.t "conoidero.tion should be given to the tro.nofcr ot tbe 
ro.il and motor aaf ety functions ot the ICC • • • The car service 
tunctiono nov resid1J18 in ICC and the local service airline subsidy 
nowadministered by the CAB should also bo considered for inclusion 
in the nov Depo.rtmentot Transportation." These activities are dis• 
cussed lo.ter in the report, however, under the heading "Agencies 
definitely recommendedtor incluoion."

l , ·c..c. • : • I 

: Cj4. ,,,,..,,,l'A strong case can be made tor inclusion ot t\le ICC• s car service and 
: t- • • ro.ilwo.y and motor safet;r. f'unctions in a DeJ2!rbnent ot Tro.naportation 1
!f~FtN Wt respect to •-•· @}1~. . • ~,., ~s, while we agree that the 
1 • Depclrtment ot Transportation should have a strong voice in their award,
! a review ot alternative means ot accomplishing this is required. 

, : 
I 

There is, ve believe, a serious 9.uestion on the issue ot tranoferring
",ou,o· • ~e mass tro.nsi t tunctlons of -DRUD new= Wb1le there to the department.
N~,, ru,,.y be suostantla! gains rn-moreclosely integrating mass tro.ns1 t o.nd.
'Ttt,NSIT bighvay development, the&e must be compared with possible increased ,
6o To· •difficulty ot coordinating mass transit and highway planning with other 
ll,wfP17 aspects.of urban development. A careful review ot the plannin3 proc­
04 ',T#'f esses involved and the manner in which desired obJectives are achieved . ,., M~o. at the local level, should be undertaken betore a decision 1a made on 

the proposed transfer. 

Corns of En3ineers 

While it does 
>. 

not appear practicable, o.s sto.ted in the report, to 
sep.,.rate tha o.dmin1stro.t1on of port and inland watcrwo.y no.vie;o.tion 
f'unctions trom the basic reoource development and conservation 
activitieo ot the Corps, tho report undcrotatco tho necoooity tor 
bdng:Sng ~t'o_rways' improvements ~~toa ~~h clooer relationohip l(ith . ,. 

• 
I- .. . • . . ". 

•••• • I , .... . ...... 

.I 
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..· / other transportation investments.· In addition to the nev department's.. ,/
•..•· I planning functions outlined in the report, somaform ot veto o.uthorit)'
.•-rt' over individual proJect proposals would appear to be necea&ar1 U the 

:_....depcLrtment1a to carry out 1ta role etf'ect1 ve)¥.. .'. 
• • . ~ :· Environmental Science Services Administro.tion • 

.• 
: Woni;ree that additional study should be given to the futuro role ot ESSA 

:l.nview ot the to.ct tbo.t a ouboto.ntial o.znountot its rooouroos aro do• 
voted to o.Via.tion weo.tber activities and maritimo related coo.at surveys, 

~~--chnrts, and weather activities. 

T.:lt~.onal Tro.noporto.tion Council 

In view ot the high degree ot independence ot the economic rcgul.o.tor;y 
o.zencics, it would be desirable to increase the com.iamico.tioncho.nnclo 
between the commissions and executive agencies. The propoGcd Mo.tiono.l 
TranGportation Council might serve ao a uoe1ul communico.tionodevice. • 

. In eoto.blishing the Council, we believe it is pref'ero.ble tho.t it serve 
.. •in cm advisory capacity to the Secretar;y. Thio would fo.cilitate the 

President's reliance primarily on a single otticer tor policy views 1A 
the transportation area and enho.ncethe role ot the Secreto.r;y as the 
President's pr1ncipo.l tro.nsporto.tion advisor. It a National Tro.no• 
portation Council is to be created it should be done, as recommended 
in the report, by Executive order or Presidential letter •. 

Wehave oomedoubts as to the eftectiveness 
-
ot the proposed National 

~ransportation Council as a means ot developing viable transportation 
policies. Even with the proposed high-level membership, the Council. 
would suffer trom the well knownhandicaps ot all intero.gency groups

i which attempt to tormulate policy. Wedoubt that meaningful. agreement 
I on significant policies can be achieved by interagency consensus. 
I More likely any "policy" statements trom such a group v1ll be compromiaea 

I atated 1A language geared to an acceptable commondenominator. ! 

•• ; • · . '.,,_,;:~;.-,:_~ii.::::,>·::.:/,tit :'.,:.~..-:/i _:t::::/;-\::i/< i:·: .•-;, 
: .•..••••• ,., ., • .: .. ,;. ,.. • .... ~, ..... -- ~: ..,.\... ••, . ,\ ·~\ .,,.":\.•l••IJ, ...• , .•. 

I •.•,·.••.•·· ~~- :,i;•::~.. t'/ ~:'.::::ii,;::;'.;·~.,:i•;.·. ,.,. •:;({.'.?·:::. .\ '.\e::: ii :L: • 
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Reorganization of Regulatory Aisencies 
... 

. 
,• Wo u1•r •. i ...,"-t •..,,.with the major conclusion ot the report tb.':Lt as nt:,Ae regu­

....... 01•1r 
~ '1 ;ency would not be teasible under present regulatory lawa andCo1111111 I cl~ ',~J, We also agree, as recommended in the report, t bo.t th e most 

0 11
'11'-= 11 '~ immediate step in this areo. should bo to esto.blish a "i;tron&,~f aw,, for the Igg, ~ Thia reorgo.nization would move the ComndGoion 

Gtx• iu '1irection already to.ken by the other regu.l.Atory aaencieo to 
11•· al ~ •~1,,~n their internal administration. The reoreanizo.tion would 

00 11• o.e, •• 1-~oliah a single cbo.nnel ot communications between execut1 ve 
o.n:"nt-.fi and the Commission. !l'he move can be juati~ied .on its merits 
ot ...:---.. ,, not be based "on a justification as a prelude ·to consolidation 

••• ,,gu.1.atory agencies." (page 2). .-· 
. 

0i~1.6'1'l",rt recommends that th~- ICC's safety :f\1ncti6~ be· tro.noterrcd 
. Trna 11" '''fpartmcnt ot Commerce ••pending the crco.tion ot a Department ot 
dcct'''''' to.tion." It 1s not clear it this recommendo.t1on applieG it a •11De ,· ''''' is made not to create a new depo.rtment. In any co.se, it a 
th~t·•• 111••r,t ot Tro.nsporto.tion is to be created in the neo.r 1'\lture, . 
ncv ~ ''' 1••ld be no advanto.ac to tro.nsferring these tunctiono before the 
ere,•, 11

• 111ctment is broueht into being. It there is a decision not to 
cart~ ,u 1,tae Department ot 'lro.nsportation, the ICC's railroad and motor 
or n ~ •~•• safety activities should be considered as part ot an emmination 

• • ~ransportation safety functions. 

AG dl ' 
quo., 'i"'''9se4in the report, :f\lrther study is also required on the 
re~•· 111 ot the relationship of the gAB's subsidy functions to its• 

su~ ':,~, ' 1cy responsibility. While it my be possible to tro.nster these 
tu/~ ' 1~ functions even without a decision to create a new department, . 
l-'..l.rI 

1i'.'11
' f.°eviewot this issue is required. It my well be that t~ 

111-':;:ii'J):-1•J Administration example is not the most app~priate method ot 
P.rori 1•1~transportition subsidies. A procedure which allows the 
&Ul>/1111111~'s key transportation official to determine the level ot 
elic!:• 1v but leaves to,.the regulatory agency the determino.tion ot the, 

• 11ltt claimants me.1be preferable to the 11.e.ritime arrangement. . 

~o \'with "l 111rt ·outlines a number ot signif'ico.nt and difficult problems 
thro •u 11pect to regulatory concepts which must be careful.l"I thought

1
miou 1

1

11
1\h hefore action can be taken toward moving to a sin&le com• 

a lo " • It a decision is mde to undertake this review 1t will be 
not "Hl•hy and costly one. !l'he complexit"I ot such an undertaking ohould 
tnblla'° 11nderestiJULted. However, wo believe the feasibility ot cs-
o. ti, .. ''."' 11« a si e re latory commiooion co.nbe mdo o o.i'tcr c ch 
~- "'"•-~beoing review o c en. t my be deain:.blo initi~ 
1r13 ~~'.''11•\ some e~•in trying to 8£LUGO tho pooi;iblo benefits result• 
l1t11 '' 11\ a. single commission aaainat the coats .ot the necessa.rr pro• 

"''' 1· vor~ . . • • • • -.. ·. 
•.. ,.. • •. • . 

. :·. . 
·" : ·... . .~ .. 

... 
. . ' . .. . . .. 

• . . . : 

. I-, ... •' . .. • 
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We aro in genero.l agreCJ11ent with the orpnizationo.l recommendD.tiona 
contnined in the.report on·Bigmmy Safety. In moGt cases tbeoc recom• 

. mcndntiona o.re essentially parallel to and in ba.rmony with recom• 

. r.ondo.tiona conto.incd in a recent Bureau ot the Budget atu~ ot 
orc.inization tor Highvny So.tety. • 

~o unequivocal O.GSic;nmentof maJpr h1chl£1lXmfe:w msnonai\lWtico to 
---~~~ .tbe_Secrcto.g ot Com."llCrceis highly dcoiro.blo o.o a meo.nsot ensuring

7 • t&i.t o.dequo.te supervision and direction is given to the nev Tro.ftic 
Sn.tety ProgrD.m. Such an asoignment, combined vi th a nev sto.tt directly 
reGponoiblc to the Under Secret3.r;y tor Tro.nsportation should help to 
reJ.:Ove mny ot the organizational deficiencies which bave caused existina 
trat:r1c· safety etforts to lag. The proeram outlined appears to JC::Lko . 
adequate use ot special1zed agency skills and take account ot rosponoibil• 

• itics or agencies other than Commerce, while giving adequo.te authority 
to the Cora.ocrce Deportment to ensure strong central planning, direction 
and review. • 

We o.croe, in general, with the major points mo.de in the orr,o.m.zat1ollnl 
a.nn.lyoia beeinning on 1)-'.lge 24, particulnrq v1 th respect to the de­
ticicncies caused by the lnck of a tocal point of responsibility and tho 
:l.na.bility ot existing committees adequately to carry out required actions. 
It is important that, as recommended, the nev unit charged with overoJJ. 
program responsibility re,i,ort directJ.: to. the Under.~E;cr,:!W:£Yand not 
be o.n element in the Bureau of Public Roo.ds. Tm· new program involves 
a broader concept or:Ehe';;rai'l!c • 'saf et;y problem than has been the case 
1n tho past o.nd tboee charged vi th conduct ot the prograa aboulcl not be 
vi.thin one ot the tunctional elements involved. 

Specific Comments ' : 
t 

... . . . 
We concur in the recommendo.tion to change tbe charter ot thel Jntehe • ·, 

r?Ptoff'n dep.,.rtrncntal litabHAXSafety Bonrd. Under existina arrangements t • :·· • 
~'61U,,/t'f Boo.rd is o.dvisor;y to its members, not to the Secretary ot Commerce. 
~ The report recommends that o. nev Executive order clearly assign 

:• A•u•i~ overo.ll responsibility for the Federal effort to. the Secretary ot 
. Cor.:cerce. The relationship ot the committee and the Secretary is not 

•.
• 

~1'. . Jr3Cle clear 1n the report. In contormo.nce with the concept of the over• 
C.01''1• all reGponsibili ty of the Secretary, the nev intcragency committeo 
t10?· . sl!guld c~qr.,y :U

44 
adviaa._1l..,..~ him •. With this arrangement there VoW.cl 

8'•••~ ~ be no reo.son to title the new group the President's Council on Trattio 
@ &.i'cty. ~e group will not report to the President; rather, the 

President v1ll bol4 the Secretary ot Coi..ir.orce responsible tor tho 
auccosa ot ~~1c aatety p~grams. ~-

... ..., ·• I· : . ·: •, ..... . ... ,. ' ·..•. .. 
,,: •, I . · • ·' ... . ... 
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Pa3e 30 

Ve agree that the exiotina~•!,4-'cn_t.'..!.,~tee for 'l'raUI,~ ~1'~•boul4 
be converted into ,!D ettect;l.Ye W'b.M.U.c\.U.ii.Ra. 99~L~- nro• 
vided solely by the CoD11T.erce ment. A radical change in tbe statusDe 
ot c re~ ucn s omit ee is ng overdue. .. 

. I 

We diso.gree, however, with that part of' the recomrnenda.tion which \Ould 
mke the new Na.tiona.l blic Advioory Committee advisory to the new 
interaccncy group - the President's Council on Trn:rfic So.fct. The report; 
notes t~.t the advisory co ee wo ve :vice on emp ois and 
prioi•::.:'-;icG for Federal effort and suggest new policy-approaches. Thia· 
is clearly advice benrin~ di:..--cctly on the Secretary ot Colllm?rce 's role 
as the key responsible official. Since the Secretary ot Commerce vill be _ 
responsible tor the overau.·trattic saf'ety ettort, it is desirable that •• 
advice be g1ven directly to him. He, in turn, could call on the aclviaoey·. 
group to give advice to hia interagency comittee when appropriate. • • 

.. 
Pa,:,:e24 

~ report mkes the point that "traffic safety activities rria.ybc 
identified either as employee oriented (Federa~ operated vehicles) or 
public oriented ( vehicle operations by the general public) • • • • this :! 
emphasis does not imply that internal safety programs ot the Federali . es~blishment are unimportant but assumes that the Government's internal.

I safety e:ttort should be superior to the practices and actions recommended 
·1 for publicly oriented prog:rmns." ~xe is no discussion in the 2:eport,.. 
I however, ot means ot achieving the desired auperiori t)" ot Government 
! •. programs. It is certainly doubtful it they have such a status at tbeI,. present time. 

I Cur.:-ently, the Secretary ot IAbor bas an overall responsibility for 
Fedcro.l employee safety programs. Thia responsibility, however, -1a not 

.1

.I 
specific with respect to traffic safety. We believe tb:>.t the Secrsaiz 

J ot IAbor ohould be g1 ven a. clearer res nsibili t f'or Federal cm lo ee • • 
I I 
I orien ~ trnf c sac programs. e recomme e roe o e 
l 
! Secretary of Labor with reopffl to Federal employee progromo be detailed 

in the E:;ecuti ve order. g1 Ying the Secretary ot Commerce overall rcsponsibU•I 
1ty tor tro.:f'tic so.tety- proGI"™• • _uucza:aAW •• 1u • •.·j 

• • Under these arranaementa the Secretary ot Commerce would roly on the' ~tc..11I Secreto.ry ot Labor tor enlisting the support ot Federal agencies in
Cot:11'1 tro.ttic so.f'ety activities. One ot the important tasks of' the propooed· 

trattic safety sto.tt ot the Under Secretary would be. to esta.blioh clooo 
liaison vith the Iabor :Department and Federal Safety Council .ato.tt, . • • • 

:·::·::.:_'.i /:\ ~:;\ :':'.fY'; //:_;/;yi::_\~·\-::::>}f~ .. ::' ::r: ~ : • : . . •• 
• • • - .. . . .. '. I • • •••• •. . . • • • ..- . . • . 
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'l.!lis j !; in :rc51;on~~ to )'Ci.!r :r~c._:.1.:;:;t fur 'the vi.;,h"!. of tho D.1rcua of 
tl,c &lJ;-;ct en th~ 1-tiifl:\,::.y S,t.fo'ty P1·0~-rn.i, .i:'ro-',osc<lby the 0:1<lG1· 

f;;crt't.1.1·y cf Co~u.1tJ:rcc~or Tra;\S[:<Jl"t~tion. 

''fho Z'i.:~~ort ~:::itcs t:1~ hi~:n:.1}' jjfct)· i;1 .. obl<~::: cle~rly c.nU i):..--i~fly, 
:i.ndica"cs t:he prh.c:ti·;il <!vfkicr,1.:ics i.11 rr,,!,;1)nt f~dcT.:i.l C!f.forts :t:-!<l 
i1::lic:itc!. tt::'l r.;uj<,r co~~.ro-;10!:"t!i cf a ccwpr<ii;cnsivc p1·o~r-:1.:~nc~:lcd to 
get tho i:,-rol>lc:-.1ur.dt.•1·ccr,trol. 

V;.;1·y 1-::i.r:-;e~xpr..;l<litu,·,.J ,:,:c c~litc·.-.;,fotcd :m<l i;;zty l.•c j,;:;tif le~, tut, 
in tmr vie,·:, \1;.c11~':n..litur,; cstir~at\is :.~,lst ~o ~01·u sr,li~ay ~uprort~J. 
;.;c!tcr~ lar:=:c ~·cst.!urc~ :lll:.lc;~t.i<>ns ~:re 1:;~Jc, !iuhst,~t:ti~.lly 1::~rc 
•.,_•..• ,;,.~~•~i· ·11•··1 ·•• 1 '.t 1 y·;,. ,,_,. .,.,.,,, 1 1~•·' t:n. ., ...... ,l-l.J. 0 5'11 tl•o r·~ .....1 :1}>1·~ :: •. ,,.--t 

1\:..-..11C:•.\.. .-......... \ ..,a .-.,__.,. 4 .:J.-•J '-'-.., ,,-..,.., • .1. • ....,. • .,, -..,...:,'-._,..~- .,. " •• ;•.a., 1 ..:1... ""' .A.•••;''- '-'C • 

of r.;:my of cction:; :tr.~• thl!rof o.·o, tl:cti~c rc.~c(,;::;.1.?1~<lod iil•iori ;;lcs 
£_;11•k.plc.~::icntution. 

'i·:~~ rcporr; suJ~:'.!'~sts f'h•st-yc:n· ..;pi)l"Oj_.•ri,1tior.::- cf § 1~ilU.0n fer 
rii·r,.,.~,· -,:, .. ,.:r.... t' r·•o·,-· ... ., ,..1 ... , ..... ,.,...~• .. -1·,, .. :11'J (·J ... , .... ,,-•\·,ly .,,t ..lr .. t to 1."' -- '-'• ,., ._ II.ft. ._,4.&.,,t,.;, I,.-., •• t""'' J4,....., t ; '-'"---'o.4~,H L ._._..,. _..,., 

IJ;.!SC vi: !;11 ;d.llion, ,~stfon:~c;.i r..s the j'.'1."C;jcnt level o: :..11 Fcclc~~l 
·•v -,~.n11·ttt~"t: ~-· ··1·,,i.. ••~y .. •f, ...v .... •r'1 ""',. .f\ ► ,., ···•·" ...1 ' iJ·'.;- .. ) I+ ";' .,,. e:;.,,~:., a\ ,, .. v ..> Vh J, •1•••\... _.,,, 4',."'. t.,c.. .. _. ........ h ..... ...'lt .~ ....,,J-. e .._ l'J.c~\V'il.• 

secs ,1,~ssl~.1lc~ fut:di,~?. cf. \~1":.~- :·::i:-!Jr:illir;;! ,n~:··•·.;,1.ly... zo· .. ,c 
0of ~;!ich 1::i;~ht' ii\J i:\;!·;:c l>)' th,~ i!i.=-·.:::.ayll\\!,;"C i\.1;;:l. 111,:J !itiwH, 

the t"~rv1·t cor.t,.!i::r,l:~tt.!~ .-. F,••.h.:l"::ll,::.;>it::! ,'xj·<.:r,diturt: ~,, :.!it• 1.:lll ~011 
f---i• J.,;.~ ... ,~,y,•,: ·.~.\ t•····"'·J·•·•- -"'·•-~'~ .. :._,. •t·,- 1 ......... 1 C"'l"lt''l· .. ,,~••·• .r: t

\1. u :II.A .... ,._, "••~ ..,,.,..,.., ••• :.1.\ ... i...a.J,.~.'-t,..., .. ,.u 64,~,:~~• ht;¥' \,,f a_,._,_.,.1,...;,.,IJt. 

S.3!;0 !!·,ill iv11 i:l-Jr~ th;.! ·r~.·\1~:t;:n:·J f.r,r :.s~\f:l!-::v CG~:;f .. ?:;:cti•:,!1 i71 li•:u •iZ 

C\l~ £.'C. :; pc;~,;~J..:u:?::w~ o;.: j li"'.; r..! ..,!,;~H~t va S)'Stn;:-t ;.!j .i.tJ:s.~=, ,:~:•: .. 

l. Tl,e .Ucr:.rt:;;c:;t. 1;~ :in:·,t;:,~c·t.cd tc, ,~r,::!:'t a srcc:bl 1.:c:r,.:,-;;)_;-:~ 'iil 

J,i.t.;h·:..·.11· s:.1fc..:y f•il. tr.~1~::!'~itt-~l ,:~.D:i;~:.~t:,c Ji(:t~t s,:,!,ziort u•. t.h~ Cul'.{l'!!:;!;. 
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lh Pro~citt c:q:c~tti"t"'.!:.'"O:J~-~ inc:.'l~clt~"'i;cc.i'ld pro'l::fuJ.y tt!.~:-:f:,licd 
1:cca.uco o-r lblt•:a v.nC:~rc·~~cll.n.:;·ulllch L':'.l~t t-!.co L'Orc:~cclicd. 

(l) t.n. i: =~c'tt ~".;~ €j·ctc~:-.tic il~•.r:::rto::-:,0.1'!.a cncl.ycio of 
a.v~~blc llie:'1~-::i.:,~:.;.:'c·;;Jc.r::~.; 

(2) ./.'.l cv.tla:>.'iiio:i 'by !'~:.,lie ..:cc.-cbot t?1c "rr.,ot. 1.-::.>rovc­
~cr:.t :,rosrca'' ,11t11c 1;::-0.:.;;·~c~1·~r,0::.-",by l)~cc:.:A.;~rl, 1$6~; 

(3) Inc::c:.::;ccl cf::'.:>~-'.;:J !:~cm:::~1.,:,r-..,';)l:!.c1r-:·~lth C";:.~.1 
<lur:i.1131~i$ o:i d;~.:~n5t~·o.tic~t cf tc~;:2~~., .::r..~:,.: ·\i~c 1~;;:'-::::_;·.;.~· :•.:;;-..::>;~ 
or tl:e inju.r~'1 frc:'l the cco~e o:t ncci,1c.'lt~; 

( !~) E~'t~'l.u:!.:-;1:.:.::mt·oy :2u"blic !!~!'.J:'~~lc:.na j;:ubl:tc 'Ro::~r:.:lor 
a r>ilot :>::-0-:-:.:~11 i':Lliro-..· in-c:,--.--.·\i!1 in\-~:.tic:-.:t.io:i c.-id r~:,o:r-:;ir.~ o'f: 
ncc1;.;.~·,-i·u;;; 

(5) Co.:'lv~::lin: of a. :r~~~c:-ch coni'c:.:~.:co oi' t",ec.lic::-1, 
en:,'in~e1·in3 m:.clo·t~o~ z~ie::1.ticto '.,;j L.:, Cc:.::::-.c:rca:md I.U:~·1to mo.!ce 
1·ccoc::~.ic~c.t,io~G fo1· hi~!::.·,10.:,s-li'e"'\iyl.'.?::'•::?o=ch; 
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(5) l'.r.!,)b~.~ic on con::.t~:uction o!' --....,~~~;..,;;~ in 

ncu c.~d c:dotinc; tJith~1~0. Annu..'ll. c:-:pcuu.1 ture oi vJ;O r.u 10:1 rro::i 
the lilclmo.y Truut F\l."ld (:pcr:m~o by divcr:lion, o.e., from ccconclo..-y 
ro.:ius). • 

(o) :tmzirc-vcmenter cmTicula and teacher trninini for 
dri~r ec1ucotion. Firot ye~ co:;t ¢2.5 ml.lion; ult1Cc."'\to co:.:t ~ 
~:1.on tinnually. 

(7) Intcns11"ica.t1on or rccco:rch on. co::i..iun1c:.it1on o.nd 
tra:rfic control cyctc1:t:>. I-'lrzt :JC:J.r ce,1" ;6 t~rm'ti.f.:"~oat 
'Ul"" e5·:noLlill1on ormuaJ.13. 

(8) Ir.p::ovcn-.cnt of Sto.t.c vch1clo 1n!l}_1cct1on. Flrat yoa:r 
co:;t ~3 nill1on; ulti1i:ato co:;t ~--~~1l!lll.y. 

(9) I~Tovc:-:-.cnt of })olic:o_s.n'"Q;.'Ccl'i:Cntnct1Vit1c:J. Firlit 
yeo.r cor.:t ~ oillio:1; ultircU.to co~t-u.r;>to""~:faoilllon rumunll.y. 

(10) Ir.wi·ovo Gtntc licc~1oin11. Fir1;t :yco:r cost ~l cdllion; 
ultir:ato cor.t ur, to ~)) r1111Toiitinnu.'llly. • 

(11) E:rtnbl1n!~(:nt of n continuouo l)roet':' .. ":l for ayGtc~t1c 
cvru.untion ot all c~~cty ~c~1vit1ca to 1r.:r::?rovettoir cffcctivcncaa 
b:, nc1ju~tin~ alloco.tion rcso~e::s CJ.!OrlZ1'1l'OGr.1tta. ~w-.e.cclw.~r 
othe:.~ 1'1Mus. 

(12) tst..'l"..)liGre.-,~ntor n rccco.rc!i proc;rti.n to dcvalop vehicle 
sa.rcty l,'Cr;:'o:."t::::.r.cor.U-.nc1:u·c1o. li'irct ,~!:iOOyeo.r coat thouc..c.ncl;ultir.ate 
co:.it ~> to $3nlll1on n.."1nu~. 

c. ~m'l_z ~.n;c oct~. ~'ho I'cr,:irt.i:ent ~3cata: 

(1) A lon~ r.:1n0c p:-o~C\.."lor cC-..icn.ticn to c1'~n:o t.110 
ntt1tuc1co ot tr.o r,ublic tcn.;::1·d hic~·,:cy c:u'ctt• A (?:"C~.,cr sc-~1:0 0-: 
porc~n:ll 1-cr-J)onoii.:llity ror ll1r)1,;~.y ccf'ct.y c.nc!i:,1-0:,crl-y <'.r..:-..:l£:c 
,:oul1 l!e i11C"..:lcntc..1. :;'irot ycr1r coot $300 t!~our.:mu; ulti::'..J.to co:rt. 
u:, to ~~ nllllon rumuclly. 

T!1c !>roc .. ·:-..:i rccc::::-:~nt:ctl by tbi~ rc~~..i.; CQ!)C-:lroto ba cou."'lll011 the 
b~~in or p:-cs~nt :mo~1lcu::;~. C-,tr t'_Il.tcot:.:!.rl:1,.-lC'> to (n) the r~-t--~er 
ir.::,1lc•::1,t::.tlon, (b) th~ pr'l.orlty or 1):-oJcctr., ond (o) t::~ c.i•,l:--lon. 
Cl~ c.t·:o::-t C..'1<1r-C~)O:-i:;lbllit:, 'l;c·i;-:~c:i th~ Z'cG:rul COV\'..!1·.n:.:~ator-4 

... 
• I 

• 
I, 
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et~t.o on.d locru. tmthoritic:i. ~110 rcc~.cn<lD.tion~ ~c o.uovo aro 
6.1.rcctcd lnrccl:/ to ti~c:,a r,0int~. 

Cc:::-:cnto end rccc~ •. ~~mlat1o;:is <1c::il1r.~ m.tb ~cdcr~ 01·c8!1.i1.o.tion 
cud p::-occc.u.-ec are bo1n.:; pi·ovldcd in n ser,arnto r.:ct".orn:iC:ur.i. 
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• EXECUTIVE OFFICE OF THE PRESIDENT 
I. 

OFFICE OF SCIENCE AND TECHNOLOGY . 
I. WASHINGTON, D.C. &OIOI 

I 
I . . ' 

I November 19, .1965 
I 
I 

I ,I 
1 
I 
I.. MEMORANDUM FOR . r
I ' 
! 

Mr. Joseph CalifanoI 
I 
I SUBJECT: Report to the President on Highway and Trafiic Safety
I by Under Secretary of Commerce for Transportation 
I 

I 
In spite of the high economic and social costs of highway accidents, 
the efforts to understand the problem and to explore ·means for coping 
with it have been relatively meager. The lack of an imaginative and 
a'rticulate community of safety experts has made the task of the .I

'i Department of Commerce exceptionally difficult, Nevertheless, the 
approach taken by the Under Secretary is sound and his report

. l deserves consideration by the President,
I 

The findings reported on page Z of the report accurately re£lect our 
own conclusions and we would recommend that they be endorsed by 
the President in the near future. 

The program areas delineated on page 3 provide a good framework 
for a national effort. Particular emphasis should be given to the 

I • immediate need for focusing responsibility within the Federal 
. I Government. May I suggest that the second program area listed,
I namely, information and research programs, be broadened to include 
I development, demonstration and evaluation activities as· well •
. I 

As indicated in the report, action on three time-scales is warranted, 
First, immedia$e steps can be taken by reprograming available 
funds within existing authority, Second, FY 66 legislative proposals 
must ~e more clearly defined, and FY 67 program and budget changes· 
made. Finally, an effort must be made to begin the formulation of 
longer term objectives and the evaluation of long term strategic 

I pr~graming decisions, • .. :,i .... 
I 

I ,·. 

I , .. , .• .. ·: . .. 
I • ·:. 
I 

I 
. .: 

• I /. 

•i I-



The 
I suggest, 
to explore 

Obviously, 
be brought 
must 
ment 
Commerce 
Qeneral 
conduct 

Intermediate 
the 

2 

specific proposals for immediate action appear well justi!ied. 
however, that the proposed safety task !orces be asked 
program needs throughout the whole research-development• 

demonstration-evaluation-implementation process. • 

the ur eon General of the Public Health Service should 
into the discussion at the ea1· 10s opportunity bccauao ho 

carry out a large part o! the highway sa!ety program. Assign• 
o! overall program planning responsibility to the Secretary of 

should in no way prevent the participation of the Surgeon 
in the planning process or limit his responsibility !or 
of a large and in1portant part of the program. 

and lone term proposals reflect the com,plex nature o! 
sa!cty problem. More detailed development o! .tli~;se and alterna• 

tive proposals should be undertaken using both gover~~ent experts 
and non-Government consultants who can bring their i·pec:ialized 
knowledge to bear on the tasks. 

Program cost estimates are not unreasonable. Annual expenditures 
o! tens o! millions o! dollars in the near future are to be expected 
and appropriations in excess o! $100 million may be required a few 
years hence. On the other hand, tens o! thousands of lives, millions 
o! serious injuries, and billions o! dollars in property damage are at 
stake in each of these years·. Can we afford not to spend a few 
thousand dollars in order to save the life of a productive member of 
our society or a !ew hundred dollars to prevent the sustaining of a 
disabling injury? .-

li we make a determined e!fort now, I am confident that we will begin 
to see beneficial results throughout the nation within five years. The 
fact that the ultimate impact lies furthe·r in the future should not be 
considered cause for delay. 

,~~-- . ' Colin M. MacLeod • 
Deputy Director 



TRANSPORTATION 

I. A New Department 

Objective: To place the scattered transporation policy 
functions now performed by more than 25 different Federal agencies 
under one roof - - in a new voice at the Cabinet table. This is a 
"must for the 20th century in a nation that spends $120 billion a 
year - - one fifth of our GNP for transportation - - and that is 
embarking on large programs resulting from the miracles of new 
technology. 

1. The new agency would include: 

A. Bureau of Public Roads (now in Commerce) 

B. The Maritime Administration (now in Commerce) 

C. The Federal Maritime Commission 

D. The FAA 

E. The safety functions _of the ICC. 

F. The car allocation functions of the ICC. 

G. The safety functions of the CAB 

H. The Coast Guard (?) 

I. Mass transit of HUD(?) 

J. NASA aeronautical research functions (?) 

Other options: 

1. Continue the present structure 

2. Fold in many of the functions not now in Commerce 
into Commerce 

3. Create an Interagency Transportation Council 

i ., ... ,. • ,.. . .. -il.i;IWC ~ lj .... • (4 

I• 
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II. Regulatory Streamlining 

Objective:· To bring our outmoded, 19th century regulatory 
concepts up to date in this space age, and to provide the incentive for 
greater growth and profits of our railroads, trucks, and vessels on our 
waterways. 

1. Revitalize the ICC by having the President appoint the 
Chairman. 

2. Rewrite the National Transportation policy statement 
in the Interstate Commerce Act by recognizing ( 1) Technological 
advances (2) Realistic costing principles and (3) Carrier capabilities 
and economies. Streamlined procedural reforms would also be 
included. 

3. Place rate making (maximum and minimum passenger and 
freight rates) on a cost standard basis which would be given prima 
facie weight. Other standards, many in the law since the early 
1900 1s would be subordinated. (Railroads and smaller motor carriers 
will benefit.) 

4. Create joint interagency boards to establish through 
routes and joint rates. (All modes of transportation and shippers 
will benefit.) 

5. Take other steps to streamline the Interstate Commerce 
Act and enhance the timely and most efficient movement of goods 
(shorten the time new rates can go into effect; make it easier and 
less costly for shippers to use different modes of transportation 
for the same commodity; take steps to end the railroad car shortage 
by requiring rail and motor carriers to accept the shipper's 
equipment at cost-based rates). 

6. Give the CAB to regulate rates and practices of U.S. 
and foreign airlines that fly to and from the U.S. 

7. Make it easier for existing motor carriers to expand 
and for railroads to abandon unprofitable lines. 

◄-rs:• j > l.i.l&t 
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III. Highway Safety 

Objective: To begin a concerted attack against a mass 
killer - - highway accidents which took 50, 000 lives in 1965 (500 
times greated than our Vietnam dead) and injured another 3 million 
Americans -- to reverse the death toll which may claim 250,000 
more Americans by 1970. 

1. Strengthen the Government's organization 

A. Issue an Executive Order to give the Secretary of 
Commerce major responsibility for leading the 
attack. 

B. Reval\p the Committee for Highway Safety by 
giving it a public advisory character and making 
it report to the Secretary of Commerce. 

C. Make other organizational changes to strengthen 
the Government's internal highway safety program 
for its drivers and vehicles (the Federal Safety 
Counsel) and to promote overall Government 
activities (restructure the Highway Safety Board 
to an Interagency Highway C_ommittee under the 
Secretary of Commerce's leadership). 

2. A Federal Highway Safety Research Center -- plan the creation 
of a Federal Highway Safety Research Institute, which would 
go into the "whys" of accidents, and develop means to reduce 
accidents, and collect statistics, nationwide, on a compre­
hensive basis. 

3. Corrective Highway Safety Features - - A $25 million program 
for next year to build-in safety features to our new and existing 
highways, make "spot" changes to high accident density roads, 
and extend safety features to non Federal Aid highway systems. 
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4. Increased support - - Federal, state, and local - - for: 

Improved medical service (helicopter evacuations 
from accident scenes) 

Upgrading the quality of driver education and training 

Expanded support for vehicle inspections 

. Improved police traffic supervision and advanced 
traffic control technology 

. Application of advanced technology toward safety 
performance standards £or autos and components 
sold £or use in interstate commerce. 

IV. Supersonic Transport 

1. Authorization 

Z. Development 
engines, with 
in 1974. 

- - Laying the plans for hadware and flight 

and go-ahead for the program. 

and construction of prototype transports and 
a flight date in 1970 and delivery to airlines 

V. A "New" Maritime Policy 

VI. Ship Safety Program 

VII. High Speed Trains 



March 1 

5: 30 p. m. 

6:00 p. m. --

March 2 

9:00 a. m. 

10:00 a. m. --

12:00 noon --

TRANSPORTATION MESSAGE SCHEDULE 

Boye\ Connor, Bridwell to bring their charts to Califano 
for pre-briefing. Schultze to attend. 

Connor, Boyd, Schultze, Califano, to brief Congressional 
leadership in White House Mess. Bill Cotter, White House 
Fellow from Commerce to attend. 

Also available for questions: McKee, Admiral Shields/Smith, 
Bush, Murphy, Weaver, Reynolds, Harlee, Barr, Cassiday. 

Connor 
Califano, Schultze and Boyd/to brief Government people in 

Indian Treaty Room. 
Also available for questions: McKee, Admiral Shields/Smith, 
Bush, Murphy, Weaver, Reynolds, Harlee, Barr, Cassiday, 
Johnson. 

BoB has sent out invitations to Government people and will 
handle clearance. 

Connor, Boyd, Schultze, and Califano to brief press in Fish 
Room. Also available for questions will be: McKee, Admiral 
Shields/Smith, Bush, Murphy, Weaver, Reynolds, Harlee, 
Barr, Cassiday, Johnson. 

Fleming will invite agency PIO's. He will set up Fish Room. 
He will reserve first two rows for the government briefers. 

Schultze 
Califano, Connor, Boyd,/will brief industry representatives 

in the Indian Treaty Room. Also available for questions will 
be: McKee, Admiral Shields/Smith, Bush, Murphy, Weaver, 
Reynolds, Harlee, Barr, Cassiday, Johnson. 

We need transcripts of this meeting. 

No press coverage. 
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l.:~I :·Eo STATES GOVER~~fE~'T Executive Office of lht" Prcsidr:nt 
Bureau of the BudgetMemorandum 

TO The Director DATE: February 11, 1966 

FRO>! Charles J. Zwick C.r 

s~~~cr: Agencies to be transferred to the new Department 
of Transportation 

I. From the Department of Commerce: 
The Office of the Under Secretary of Commerce 

for Transportation 
Bureau of Public Roads 
Maritime Administration 
Office of Emergency Transportation 

II. Coast Guard 

III. Federal Aviation Agency 

IV. The car service and safety functions of Interstate 
Commerce Commission 

V. The safety functions of the Civil Aeronautics Board, 
including determination of probable cause and its 
appeal responsibility. 

VI. Transfers to be made by Executive Order: 
Alaskan Railway 
Great Lakes Pilotage Administration 
St. Lawrence Seaway Developnent Corporation. 
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