SURVEY OF GOVERNMENT OPERATIONS
PART 5—INTERSTATE COMMERCE COMMISSION

6806 (44% o

 HEARIN G

o , BEFOREA i

SUBCOMMITTEE OF THE
| ~ COMMITTEE ON
GOVERNMENT OPERATIONS
HOTSE OF REPRESENTATIVES

. NINETIETH QONGRESS
SECOND SESSION.. .~ . .

Ay

“'-APRID"*@,} 19’6‘8.;, MRS

Printed o1 the use of the Committes on Govéernmient Operations

| L VERNMENT “"‘PO‘”TORY
PROPERTY OF RUTEERS, 11i¢ syare | UNIVERSITY
COLLEGE OF S0UTH Jemsey 1/ppapy

GOV. DOC. | CAMDEN, N. J. 08102

\_\l L{ U.S. GOVERNMENT PRINTING OFFICE AUG s - 1968

956-908

(. ()‘ 7 y /7 ‘ WASHINGTON : 1968 L'S:\)‘_HS
Su?/‘l [FC. 8




s

COMMITTEE. ON GOVERNMENT OPERATIONS
WILLIAM L. DAWSON Illinols, Chairman

CHET HOLIFIELD California R 'FLORENCE P. DWYER, New Jersey
- JACK BROOKS, Texas OGDEN R. REID, New York
L. H. FOUNTAIN, North Carolina, FRANK HORTON, New York
PORTER HARDY, JB., Virginia DONALD RUMSFELD, Illinois
JOHN A. BLATNIK, Minnesota ; : JOHN N. ERLENBORN, Illinois
ROBERT E; JONES, Alabama e : JOHN W. WlDLER New York
EDWARD A. GARMATZ, Maryland CLARENCE J. BROWN, JRr., Ohio
JOHN E. MOSS, California .« JACK EDWARDS, Alabama .
DANTE B. FASGE\LD F]oridﬂ, : oy GUY'VANDER! JAGT Michig\an i
' HENRY S. REUSS, Wiscomsin JOHN T, MYERS Indiana
JOHN 8. MONAGAN, «Connecticut FLETCHER THOMPSON, Georgia
TORBERT l@ :MACDONALD, M&ssa,chusetts WILLIAM 0. COWGER, Kentucky
J. EDWARD ROUSH Indiana - MARGARET M. HECKLIIR, Massachusetts

WILLIAM'S. MOORHEAD, Pennsylvania GILBERT GUDE, Maryland

. CORNELIUS B. GALLAGHER, New Jersey - - PAUL N. McCLOSKEY, Jg,, California
WILLIAM J. RANDALL, Missouri

BENJAMIN S. ROSENTHAL, New York.' .

JIM WRIGHT, Texas Pt
FERNARD J. ST GERMAIN, Rhode Island - -

CHRISTINE:RAY DAvis, Staff Director
Jamps A. LANIGAN, General Counsel
* MiLes Q. ROMNEY,.4ssociate. General Counsel
J. P, CARLSON, Minority .Counsel
WILL;AM }l COPENHAVER, Mmomty Profeseionwl Smﬁ‘

GOVERNMENT "ACTIVITIES SUBCOMMITTEE
! JACK BROOKS, Texas, Chairman
WILLIAM S. MOORHEAD, Pennsylvania OGDEN R. REID, New York

WILLIAM J. RANDALL, Missouri FLETCHER THOMPSON, Georgia
DANTE B. PASCELL, Florida MARGARET M., HECKLER, Massachusetts

ErnpsT C. BAYNARD, Staff Administrator
WiLLiaM M, Jongs, Counsel:
IrMA REEL, Olerk
Lymm ngmmnAM, Clerk

T T OV e an




CONTENTS

Statement of Paul J. Tierney, Chairman, Interstate Commerce Commis-
sion; accompanied by Bernard F. Schmid, Managing Director; Martin
E. Foley, Assistant Managing -Director; James L. Barbour, Special
Assistant to the Managing Director ; Curtis F. Adams; Director of Per-
sonnel ; Robert J. Hartel, Chief, Section of Systems Development ; George
J. Lotito, Budget and Fiscal Officer ; Alan M. Fitzwater, Assistant Budget

” and Fiscal Officer; Fritz R. Kahn, Deputy General Counsel ; H. Neil
Garson, Secretary ; Bertram B. Stillwell, Director, Office of Proceedings ;
Alvin L. Corbin, Associate Director, Office of Proceedings; Thaddeus
' W. Forbes, Deputy Director, Office of Proceedings; Matthew Paolo,
Director, Bureau of Accounts; Edward Margolin, Director, Bureau of
Economics; Bernard A. Gould, Director, Bureau of Enforcement; Robert
D. Pfahler, Director, Bureau of Operations; Edward H. Cox, Director,
Bureau of Traffic; James C. Cheseldine, Chief Hearing Examiner, Page

Office of Proceedings...__.. ... [ [ " "7 ‘o0 5 AT 2
EXHIBITS
Exhibit A—Combined program fact sheet-.____.____ ________ 3
Exhibit B—Organization chart__________ 777777 7TTTTTTT 0T 4
Exhibit C—Program structure breakdown_-________-___________, _____ 5
Exhibit D—General  support program (includes program category 5—
Executive and advisory functions, and program category 6-—General
: management and administration)__________° T "7 " TUEE 6
Exhibit E—Report by the Civil Service Commission “Highlights of the
- Interstate Commerce Commission Personnel Management Program”___ 25
Exhibit F—Program category 1—Regulation of carrier rates, practices, 1
operating guthorities, and finance.___________ 7 TS 35
Exhibit G—Program category 2—Compliance_...____________ 77777 41
: Exhibit H—Program category 3—Supervision and analysis of carrier
: accounting ana statistios. ..o 0D o ot T T e S 47

Exhibit I—Program category 4—Supervision and interpretation of tariffs. 49
TOPICAL INDEX
Part 1.—Overall agency operations..._________________ 2
AT

. General support program (includes program category 5—Executive
and advisory functions, and program category 6—General man-

agement and administration).__________ " " . "~ g 6
B. Budget processes____...________ 1 (77 77TTTTTTmTmoTmmmmoes 14
C. Accounting system development______ " 777777777 mTommmme- 15
D. Management information system_________ T 177777 TTTommme- 16
E. Internal audit system_____________ 777 777TTTTTIITTmmmmmes 21
F. Automatic data processing. ___.______._________ 77777 23
G. Personnel management____________ 77T 77TTTTTTTmmm oo 25
H. General Accounting Office reports________ 777 """ "TTTmmmmo- 29
Part 2.—Program review.__._.___________ T 7T77TTTTTTRImmmmmooeoe 34
A. Program category 1—Regulation of carrier rates, practices, oper-
ating authorities, and finance____________ 7" " EET 34
B. Program category 2—Compliance.___________ 1777 TTTTTToo- 41
C. Program category 3—Supervision and analysis of carrier account-
ing and statisties_.__________.______ " "% L 46
D. Program category 4—Supervision and interpretation of tariffs____ 49
APPENDIXES
A. Written responses of the Interstate Commerce Commission to questions
submitted by the subcommittee. .____________ " T 53
B. Minimum limits of insurance on motor carriers.____________177777" 84

(111)



s

T

FREER)

SR




 WEDNESDAY, APRIL 3, 1968

o0 House 'oF REPRESENTATIVES; /'« (.
. GOVERNMENT | AOTIVITIES SUBCOMMITTEE -
' Ten. Coanrrrus oN GoverNMENT O

_The subcommittee met at 10:07 a.m., in room' 2247, Rayburn :
Office Building, the Honorable J ack Brooks, presiding, " £
/Present : Representatives Jack Brooks, William''S. Moorhead, Wil-
liam J. Randall, Fletcher Thompson, and Margaret M. Heckler. -
Also.present : Ernest C. Baynard, staff administrator;, William. M.
Jones, counsel ; Irma Réél‘,‘clerk’,“ah&’ Lynne Higginbotham, clerk,
Mzr. Brooks. The Government A ctivifies Subcommittee, having been
duly organized under the rules of the House of Representatives and a
quorum being present, is hereby called to order, , e
Today the subcommittee is reviewin ‘the economy and efficiency of,
operations at the Interstate Commerce %‘ommisSibn. SRS i o
The ICC s the oldest as well as one of the largest of the regulatory.
agencies, It has far reaching responsibilities of 't%e‘ utmost importance

to'the interstate transportation industry in the United States. S
Approximately one out of every $5 in'our national economy is spent
for transportation: Some 9 million Americans, or almost 5 percent
of our population, are employed by the transportation industry. These
figures alone indicate the vital ‘role of the ICC in our national
econbmy, . " ‘ v, »‘:;’v RS R O v", SRR D! ERiS :'J'vw/;?“
The Congress foresaw the need for a’ regulatory agency in’the ins
fancy of our modern transportation system. Legislation was enacted'
during the 19th century créating the ICC. Many changes in transpor-'
tation—and that is an undéréta*tdfﬁentr’#haw occurred since that time,
We want to know how wéll the ICC is performing today. i
- In'this hearing, we' want to review the ope rations of'the ICC on 'a-
rogram-by-program basis: 'What is''eaeh prograni? how miuch is’

eing spent on 1t ¢ what is the taxpayer receiving for his money in

this operation ¢ : e

.. The Chairman of the Interstate Commerce Commission, Mr. Paul J.
Tierney, is here with us today. Before getting into the questions which
the subcommittee has, Mr. Chairman, would you be so gracioiig asto’
introduce ‘the officials 'of the TOC that maiy possibly be''called upon
t0 testify and who are accompanying yoti ¢ 1S investigation, ©
B e ey gy STTRRISERTCE & ) (I8 SHETT :
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STATEMENT OF PAUL J. TIERNEY, CHAIRMAN, INTERSTATE COM-
MERCE COMMISSION; ACCOMPANIED BY BERNARD F. SCHMID,
MANAGING DIRECTOR; MARTIN E. FOLEY, ASSISTANT MAN-
AGING DIRECTOR; JAMES L. BARBOUR, SPECIAL ASSISTANT TO
THE MANAGING DIRECTOR; CURTIS F. ADAMS, DIRECTOR OF
PERSONNEL; ROBERT J. HARTEL, CHIEF, SECTION OF SYSTEMS
DEVELOPMENT; GEORGE J. LOTITO, BUDGET AND FISCAL OFFI-
CER; ALAN M. FITZWATER, ASSISTANT BUDGET AND FISCAL
OFFICER; FRITZ R. KAHN, DEPUTY GENERAL COUNSEL; H. NEIL
GARSON, SECRETARY; BERTRAM E. STILLWELL, DIRECTOR, OF-
FICE OF PROCEEDINGS; ALVIN L. CORBIN, ASSOCIATE DIRECTOR,
OFFICE OF PROCEEDINGS; THADDEUS W. FORBES, DEPUTY DI-
RECTOR, OFFICE OF PROCEEDINGS; EDWARD MARGOLIN, DIREC-
TOR, BUREAU OF ECONOMICS; BERNARD A. GOULD, DIRECTOR,
BUREAU OF ENFORCEMENT; ROBERT D. PFAHLER, DIRECTOR,
BUREAU OF OPERATIONS; EDWARD H. COX, DIRECTOR, BUREAU
OF TRAFFIC; MATTHEW PAOLO, DIRECTOR, BUREAU OF AC-

' COUNTS; AND JAMES C, CHESELDINE, CHIEF HEARING EXAM-
INER, OFFICE OF PROCEEDINGS ‘

‘Mr. Tierney. Right here at the table to my left is Mr. Bernard F.
Schmid, Managing Director, and to his left is Mr. Foley, Assistant
Managing Director, and Mr. Lotito, budget and fiscal officer.

To my right, as far as our Bureaus are concerned, we have with us
here the head of our Office of Proceedings, who is Mr. Betram Stillwell,
and representi%‘g our General Counsel’s Office is the Deputy General
Counsel, Mr. Kritz Kahn, and our Secretary, Mr. Neil Garson.

T will go down the line here: Associate Director of our Office of Pro-
ceedings, Mr. Alvin Corbin; Deputy Director, Office of Proceedings,
Mr. Thaddeus Forbes; Director of our Bureau of Economics, Mr.
Edward Margolin ; Director our Bureau of Enforcement, Mr. Bernard
A. Gould ; Director of our Bureau of Operations, Mr. Robert Pfahler;
Director of Bureau of Traffic, Mr. Edward Cox; and Chief Hearing:
Examiner, Office of Proceedings, Mr. James Cheseldine.

We also have here Mr. James Barbour, who is special assistant to
the Managing Director; Mr. Curtis F. Adams, our director of per-

7

sonnel; Mr. Robert Hartel, Chief, Section of Systems Development ;

and Alan Fitzwater, assistant budget and fiscal officer.

| PART 1.—OVERALL AGENCY OPERATIONS

Mr. Brooks. Gentlemen, we welcome you here and we are delighted
to see you. , S

Mr. Chairman, we have a number of detailed questions concernin;
various aspects of the management of your agency which we woul
like to submit to you for written responses to be placed in the record.
However, at this time, we would like to discuss some of these manage-
ment concepts.

To begin our questioning, do you have a fact sheet which indicates
the t;)ta,l funds available to your agency as a whole for fiscal year
1968 ¢
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~ Mr. Tierney. Yes, Mr. Chairman, I do. The total funds are

$28,846,000. ~ B : ‘

Mr. Brooks. At this point I would put in a copy of exhibit A, the

combined program fact sheet, along with exhibits B and C, being the

organization chart and the program budgeting breakdown, without

objection.
(Exhibits A, B, and C follow.)

-COMMISSION

~ ExHIBIT A—FAor SHEST—COMBINED PROGRAM—INTERSTATE COMMERCE

- TDEPARTMENT OR AGENGY

Icc

PROGRAM: . ; . : syUB}mOﬂnAM‘
Total Agency § .

CODE

i | ANALYSIS AND CONTROL CODES

CODE B R CODE"

FISCAL YEAR 1968

A or Current Total Total Obligated"
Carryover Year Request Available _l/ . or Expende

“In house” inputs

ol

Comp.

" Benefits

*20;2;2149_@ i
| 1,606,000

. Travel

780,000

Expenses:

C

170,000

Tranxporfation

2k ,000

Printing

108,000

able Materials

i Supplies and Consum- ]

507,000

Capital Eqdigfﬂment

60,000

Land and Structures

- Additional’Investment

' Rents

Total .. i

23,816,000 -

i’unds distril d

Contracts

Grants .

Loans

Benefits gh

Other

Total

oo

. 800
.. 810
311
820
821
830
: 831
| 840
841
-850
i 861
860
861
870
871
880
881

‘Total

 Prior Fiscal
Year:

Input-output ratio.
1. Input o

1. Output

2. Input

2, Output

3. Input
3. Output.

4 Input

. Output

. Input

. Output

Printed for use of House Government Agfivities Subcommittee, Chairman Jack Brooks ; ;

89-641-h GO

y’ Anticipates $386,000 proposed supplemental appr;)priationfof pay increases authorized
by P.L. 90-206 and the release of $317,000 reserve required by P.L. 90-218.
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ExHBIT C.—PROGRAM STRUCTURE BREAKDOWN—INTERSTATE COMMERCE
COMMISSION -

1. Regulation of carrier: rates, practlces, operatmg authorlties, and finance. (Ex-
hibit F') :
. {@). Office of Proceedmgs
(b) Commissioners and their offices.
(¢) Section of Records and Service, Office of the Secretary
(@) - Section of Cost Finding, Bureau of Accounts.
(e) Section of Financial Analysis, Bureau of Accounts.
- () ‘Board of Suspension; Bureau of Traffic. ; :
(g) Fourth Section Board, Bureau of Traffic.
2. Compliance. (Exhibit G) :
(@) Bureau of Operations.
(b) Bureau of Enforcement.
. Supervision’and analysis of ‘carrier: accounting and: statisties. (Exhibit H)::
(a) Bureau of Accounts’ (except’sections of cost finding and financial
analysis).
(V) “Biireau of Heonomics.
4, Supervmwn and interpretation of tariffs. (Exhiblt I) : Bureau of Traﬂic (ex-
cept board of suspension and fourth section board). }
5. Executive-and advisory functions. (ExhibitJ) :
: (@) Chairman, Vice Chairman, and their staffs.
© (b) Office of the General Counsel.
(c¢) Office of the Secretary (except section of records and service).
General management and administration, (Exhibit K) :
(@) Office of the Managing Director : Office.
(b)) Administrative services.. .
(¢) Budget and fiscal office.
" (@) Personnel office.
(e) Systems-development.

Mr. Trney. I just want to add that as a result of Public Law
90-218, $317,000 of that figure I gave you is being held in reserve. We
have asked for restoration of that figure, plus a supplemental appro-
priation of $386,000 to cover the balance of our increased costs that
will result from the pay increases.

‘Mr. Brooxs. I didn’t have that information prev1ously Where does

-that fit in on the total agency appropriation?

Mr. Scamip. That is a footnote on exhibit A.

I\ﬁ‘g Brooxs. It is not reflected in the total delineated on the chart
itse

‘Mr. ScHMID. Yes, sir, it is in the total of $23,846,000.

Mr. Brooks. It has already been calculated into that?

Mr. Scamm. Yes, sir.

*Mr. Brooxs. The supplemental plus the release of your reserve is
caleulated into the total available?

‘Mr. Scamm. Yes.

‘Mr. Brooks. This is an additional explanatlon as to Whe1e you ac-
quired that?

‘Mr. Scamip. That is correct.

‘Mr. Brooxks. Proceed, Mr. Chairman.

- Mpyr. Tierxey. Our employee ceiling, Mr. Chairman, is 1907. That

figure reflects a reduction of 74 positions in our employee ceiling as a
result of congressional and Budget Bureau actions. That will also be
our ceiling for fiscal year 1969.

‘We have in the Comm1ss1on as of March 23 of this year, some 1 ,840
emhployees.

‘Our operations cover the entlre continental United States, Alaska,
and Hawaii. We have field offices in all States with the exceptlon of
Delaware and Hawaii.

. 95-908—68—2

oo

65



6
A GENERAL sﬁi?Pom Jeriaafe R

“Mr. BROOKS. Wnder the: program budgeting: breakdown, siry doyou
have a support program covering operations of your ofﬁce dnd other
policymaking personnel not dlrectly“ tr ble’ 'to 4 program
function? .. L

Mr. TILRNFY Mr. Chalrman, it 1s a ca egorv we call executlve and
advisory functions. - ;

Mr. Brooks. We will submlt* exhlblt D the fact sheet of your gen-
eral support program at this point in the record wathout obj ction.

(Exhibit D ‘%lows ) e

’EXHIBIT D-—FACT SHEET-——G*ENERAL SUPPORT PROGRAM—»—INTEBSTATE COMMERQE
‘ Hrow COoMMISSION: R e

Note: Support runctions include programs No. 5 Execut:.ve and ad sary: funcglcions, and
: No.. 6 General management and- adminigtration ¢ .

DEPARTMENT OR AGENCY 'EROGRAM. . sunmocmm
100 Icc General Support
CODE ODE o] CobE 3
200 - - = S AEeRE
ANALYSIS AND GONTROL CODES ) ERIEES,
800 | 1o v B s i b Frogk iy ¥ ST
: 400 FISOAL YEAR 1968
kit e A e | el o
500 | - “In house” inputs 2 RS
510 | Personnel: & § %
511 Comp. i iR <2 517,000
512 Benefits -, . ) 5 : B R g 192,000
-513 | Travel SR ] 7 T R 58 000
520, I : : ) Y
5211 G ; . _ i 274 000
" 522 | Transportation o : Foat : i “1..000
523 | . Printing -~ - : Rpie AT LT Y 88,000
524 Supplies and Consum- 5 - g " :
! able Materials ; i h S UN6,000 |
530- | Cdpital Equipment "1} "~ - VT e R D 11,000
540 | Land and Structures Lo et
541 Additional Investment % v
542 | Rents i : G P : o
550, | Total Tk et e 3,056,000
600 Funds distributed
610 | Contract
620 | Grants R i . B fot 5
630 | Loans : Si¥: C o i A N : el el
640 | Benefits B 5
650, Other_
660 | Total
700 [ Total . i T
¢ - w . Prior Fiscal " *
(2] k £ Year -
800 Input-output ratio .
810 | 1. Input
811 | 1. Output s
820 | 2. Input % §
:821°| 2. Output . | .
830 | 3. Input . i
831 | 3. Output ] . :
cgdo [ opue Ol s e e 1 ) Loleeb i [
841 | 4. Output 2 X
850 | 5. Input
i 851 5. Output
860 | 6. Input
. 6. Output o
881 | 8, Output
Printed for use of H Activities ittee, Chairman Jack Brooks. igg-h aro

1/ Anticipates $%86 ,000 proposed supplemental appropriation for pay 1ncreases authorized
by P.L. 90-206 and the release of $317,000 reserve required by P.L. 90-218. :
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{0t ti Lol SUPPORT PROGRAM. . G50 E R e e

ol 'Z_[‘hechgg};pi_ssionf’s.,suppgrt)program consists of two independently identifiable
subprograms entitled “Executive and Advisory Functions” and “General Manage-
~ment and Administration.” These programs encompass the functions performed
. by the Chairman and Vice Chairman and their staffs, the.Office of the Managing

- Director, the Office of the Secretary, and the Office of the General Counsel.
.. The two subprog‘rams ‘which make up the general support, program t‘olIOW{:

"DEPARTMENT OR AGENCY PROGRAM _ | suBPROGRAM T,
ae0| o IcC . General Support . |Executive and advisory functjons|-
~ freopET T CODE CODE

200

| ANALYSIS"AND GONTROL CODES
Y SR o S

i

400 g ; . FISCAL YEAR 1968 -

Unobligated - Appropriation or Gurrent [+ o Total, iip il Total Obligated
Carryover Year Request ‘Available y . “or Expended

500, “In house” inputs
510 | Personnel: B
s Comp. T ; i - 958,000
©'512°| - Benefits : . B g Py : 72,000
518 Travel : 13,000

520: | Expenses::. i . OF H s B
' +-521 | Communications ; 14,000
522 Transportation ‘
528 Printing.
524" Suj

15,000

K . able Materials - 15,000
' 530 | Capital Equipment - ] . : ~_6,000°

.- 540/] Land and Structires i b
: 541 | | Additional Investment
542 | Rents ] 3 .

550 | Total = ) K 1,093,000

upplies and Consum- | .

'%600' |7 Funds distributed
610 | Contracts_
1620 Grants .

... 630 | Toans

-, 640 | Benefits _

650 | Other

660 | Total i .

700 Total ”

Prior Fiscal
Year

Input-output ratio
1. Input
1. Output
2. Input
2. Output
3. Input
3..Output .
4.
4.
b
5.

.. Input

1[4 Output
6. Input *

Output

|6 Tnput. -

6, Output

| 7 Input- o

7. Output -~ ~

8 Input =

817|787 Output.

T T T ; Chairman Jack Brooks Pt o ; ’ pw:oa’;-h aro
: }/‘Antﬁéip’at_¢~é $386,000 proposed supplemental appropriation for pay increases authorized
by PiL, 90-206 ‘and the release of $317,000 reserve ‘required by P.L.' 90-218.

" PROGRAM NO. 5. EXECUTIVE AND ADVISORY FUNCIIONS

-~ (a) Statutory-authority for members of the Commission; the General Counsel’s
functions and the Secretary'is found in -sections 11, 16(11), ‘and 18(1) respec-
tively, of the Interstate Commerce Act. Administrative authority for the Chair-
man’s and Vice Chairman’s functions is derived from delegations of authority
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contained in the Commission’s Organization minutes, items 3.1 through 3.13
inclusive. ) . i e J A
(D) The principal objective of this program is to provide .the overall execu-
‘tive direction of the Commission, and the légal advisory and ministerial support
“services. A ret ‘ ERS R R
The Chairman is the. executive head of the Commission and is responsible for

the overall management and functioning of the Commission, the formtlatioh of
plans and policies ‘designed to increase the effectiveness of the Commission in the
administration of the Interstate Commerce Act and related acts, and the develop-
ment and improvement of staff support to carry out the duties and functions of
the Commission. The Chairman acts as correspondent and spokesman. for ‘the
Commission in all matters where an official expression of the Commission is re-
quired. The Chairman’s responsibilities encompass the entire Commission orga-
nization and its operations which are performed with an authorized force. of
1,907 employees and a budget in excess of $23 million. Some 20,000 for-hire com-
panies provide domestic surface transportation in the United States that are
subjeet to the Commission’s economic regulations. Such regulations relate pri-
marily to carrier rates, practices, operating authorities, and finance. The scope
and- impact of the Commission’s work is indicated somewhat by the fact that
approximately $1 out of every $5 in our national economy-is spent for transporta-
tion; and the industry has become a source of employment for some: 9 million
Americans. : : ' : :

The Vice Chairman acts for the Chairman during the latter’s absence and-is
the official through whom-the regulatory bureaus report on technical progiam
operations. Lo o o

The Secretary is the official: through whom the Commission, its divisions; in-
dividual Commissioners, boards of employees, joint boards, and examiners issue
their orders and decisions; he is custodian of the seal and records of the Com-
mission and is responsible for the proper documentation of Commission decisions,
procedures, and jother transactions; and pursuant to the rules of practice, he is
responsible for processing the official documents pending before the Commission
and for service on parties to formal proceedings. !

' The Office of the General Counsel defends the Commission’s orders promul-
gated pursuant to the previsions of the Interstate Commerce Act and related
acts in the district courts, courts of appeal and in the U.S. Supreme :Court. It
advises the Commission and its staff on legal questions arising in' Commission
proceedings, and otherwise acts in an advisory capacity to the Commission and
its staff on legal matters. - :

(0) The official having direct operational responsibility for this program is
Paul J. Tierney, current Chairman of the Commission. The Commission’s | Vice
Chairman is Virginia Mae Brown. The principal officials having operational
responsibilities at the staff level are Robert W. Ginnane, General Counsel, and
H. Neil Garson, Secretary. - ' [

PROGRAM NO. 6.—GENERAL MANAGEMENT AND ADMINISTRATION

a. The statutory and administrative authority for this program lies in the
appropriate sections of the Interstate Commerce Act (49 U.S.C. secs. 1'et sed.),
the organization minutes and internal minutes of the Commission, and numerous
other statutes governing the operations and activities of administrative agencies,
such as: the Budget and Accounting Act of 1950, the regulations of the Comp-
troller General, General Services Administration, Civil Seryice Commission; ‘etc.

' b. The principal funetion of this program is the day-to-day management and
administration of the Commission’s work. The program-: utilizes the latest nian-
agement tools and concepts at our disposal, including the budget process, internal
andit, management information system, and program evaluation to plan overall
objectives in the substantive program areas and to measure accomplishments

- against the goals. Management’s goal is to maintain the output of a high quality
substantive work: product, at-the highest level possible and with minimum ex-
penditures of manpower and dollars. This program is directed by the Commis-
sion’s Managing, Director, who is assisted by the following four units: (1)
Budget and Fiscal Office; (2) Personnel Office; (3) Section of Administrative
. ‘Services ; and (4) ‘Seetion of :Systems Development, and six:regional managers
who manage all getivities of the field staff:and field programs. .\ ; b i uiin




| DE! INT/OR AGENCY' . |. PROGRAM TR | SUBFROGRAM Gepera]’ Mah‘ageme-ﬁt ;
100 Icc __| General Support . and Administration |
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ANALYSIS AND CONTROL CODES
300 g
a0 FISCAL YEAR ’1968 s :
, i e R
500 “In house” inputs
510 { Personnel: e T E
511 ). Comp. . : ) : --1,559,000
512 Benefits " £ i ) 120.000
518 Travel i ' | N 3 i : i 15000
520 | Expenses: | . t i
521 Communications - 59,000
522, Transportation G i A 1,000
523 Printing p 73,000
524 | - ‘Supplies and Consum- ! :
able Materials . 31,000
580 | Capital Equipment 5000
540 | Land and Structures .
541 Additional Investment
542 Rents
550 | Total : ; 2,063,000
600 Funds distributed -
610 | Contracts:
620 | Grants
630" | Loans
640 | Benefits : 3
650 { Other . ¢
660 | Total ! ' i
700 | Total.
Prior Fiscal
Year
800 Input-output ratio
810 [ 1. Input
811 | 1."Output
820°| 2. Input ',
821} 2. Output
830 ] 8. Input
831 | 8. Output
840 | 4. Input
841 | 4. Output
850 | 5. Input . L
851 [ 5. Output : . ) : i
860 | 6. Input
861 | 6. Output ]
870 | 7. Input } ! £ | i ¢ f
871 | 7. Output .
880 | 8. Input
81|78, Output
rinted for use of House Government Activities Subcommittee, Chairman Jack Brooks 2 i Taysoal | gbol L
}fAnticipa‘bes §3§é,000 proposed supplemental appropriation for pay increases authorized

by P.L. '90-206 and the ‘release of $317,000 reserve required by P.L. 90-218, '

Through operation of this _program, the Managing Director manages and
evaluates the output of the substantive programs which, as ‘an example, includes
some 20,900 formal and informal proceedings in fiscal year 1967 (activity No. 1) ;
an estimated 10,500 compliance surveys, 3,600 preliminary investigations, and
1,100 final investigations in fiscal year 1968 (activity No. 2)": approximately 1,200
accounting examinations, 100 depreciation studies, over 2,000 cost analyses, over
100 projects, studies, and economic analyses in fiscal year 1967 (activity No. 8) ;
and the examination and criticism of some 215,000 tariff filings annually (acti-
vity No. 4). s : :

In addition to the substantial management and administrative functions out-
lined ‘above, this program 'also provides substantial support services to the
Commission and all of its operating units, sach as a centralized ADP facility, the
operation of a class A printing plant which provides the printing services relat-
ing to the Commission’s decisions and its other requirements, and the normal
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personnel, budget, fiscal, accounting, procurement, and ‘general housekeeping

services required by a government agency. . .- Lo : NS ek
¢. The ICC official having direct responsibility over the program is Mr. Bernard

- F. Schmid, Managing Director. : A

~ Mr. Tmrxey. Within that category, Mr. Chairman, are the offices
of the Chairman and the Vice Chairman, the Office of the Secretary,
and the Office of the General Counsel. , i , i

In addition to that which might be considered in the category of
support functions is the general management and administration cate-
gory, and that is the Office of the Managing Director who has the
responsibility for the day-to-day management of the Commission.

Mr. Brooks. Would you give a brief justification for the size and
extent of this support program which you have broken in your agency
into two, more or less well-defined areas? '

Mr. TiernEY. First, in the area of executive and advisory functions,
the Office of the Chairman. The Chairman, as you know, is respon-
sible for the executive direction of the Commission. He is also respon-
sible for developing plans and policies which are designed to more
effectively implement and administer the Interstate Commerce Act.

The Office of the General Counsel is an advisory office. In effect, he
defends in Federal courts those decisions of the Commission which
are appealed to the Federal courts. He also supplies to the Commission
or to the various offices, advisory legal opinions. :

The Office of the Secretary—the Secretary has the responsibility for
maintaining all the records of the Commission and he is the custodian
of the Commission’s seal. He prepares certifications of papers, copies
of extracts from records filed with the Commission, and maintains the
official minutes of the Commission. .

Turning next to the area, Mr. Chairman, of general management.
and administration ; this is the Office of the Managing Director—— -

Mr. Broors. Before you move to that, how many employees are
there in the first breakdown on your general support section ?

Mr. TrerNey. In the first breakdown there are 86 e’mﬁloyees, Mr.
Chairman, and the amount of moneg for that aspect of the operation
of the Commission is $1,092,895. I believe that represents roughly a
third of the funds for these support areas.

Mr. Brooks. For your total support program ?

Mr. TmernEy. That is correct, sir.

Mr. Brooxs. Would you continue with the secondary aspect of your
support program? ,

‘Mr. Trerney. The next area, general mana;iement and administra-
tion is the Office of the Managing Director who, as T have indicated
Mr: Chairman, is responsible for the day-to-day administration of
the Commission. Under him there are four important offices; Admin-
istrative Services, Budget and Fiscal Office, the Personnel Office and
the Systems Development. i g ‘

Administrative Services is essentially a support area for much of
the Commission. They edit and prepare publications and reports of
the Commission; they operate, within the Administrative Services
Branch, a class A printing plant from which we print Commission’
reports and publications. They also provide the normal procurement,
contracting, and housekeeping functions of the Commission. -

Next is the Budget and Fiscal Office which is self-explanatory, 1
think, as well as the Personnel Office. ‘ :
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. The Systems Development Office is really the office which is; re-
sponsible for the analysis and development of systems in the Com-
mission, and the important. aspect of that office is our computer
operation. : - S T S

‘Mr. Brooxs. Before we get into those fields, Mr. Chairman, under
the Budget and Fiscal Office, your first breakdown, is that where you
. handle your printing? ‘ » s :
. Mr. TimrnEy. No, sir; under Administrative Services. ..

- Mr. Brooxs. Your third breakdown under General Management?
Mr. Trerney. That is right, Administrative Services. T
Mr. Brooks. Under that section, why would you not use the Govern-

ment Printing Office? What is the necessity for a major printing
operation in addition to the Government Printing Office ?

Mr. TiernEy. As I understand it, we have received permission from
the Joint Committee on Printing to use a separate printing service
in lieu of the Government Printing Office. -

- Mr; Brooks: Why is that ¢ : :

Mr. Tierney. We find it more practical, more expeditious, and more
reasonable. - ’ ,

Mr. Brooxs. It costs less money, is that what you mean? :

‘Mr. Scamip. That is one of the reasons. But the principal reason is
the confidential nature of the decisions of the Commission. We print
about 50 million pages of decisions and recommended reports. =

Mr. Brooks. You feel that at the Government Printing Office it
would not be secure? ; ta g
* Mr. Scamm. If pending cases were to go there, there would also
be the possibility of leaks on these cases. Also, it is absolutely essential
to expedite the processing of these decisions once they are made and
release them to the public as quickly as possible, and we can do it
~much faster than the Government Printing Office. PR e T i

Mr. Brooxks. I know the Government Printing Office does print con-
fidential material for the Congress and they have not had any serious
leak problems. I wonder if your staff has ever: really put the pencil
to it and decided whether you could use the’ Government Printing
Office and save some money and not have a duplicate printing estab-
lishment and all the personnel and cost.that go with a separate print-
ing operation ? : : ’ i

Mr. Scami. The other reason, Mr. Chairman, is the need for proc-
essing these quickly. We usually print and release a decision within a
week to 10 days after the decision is made. Now, we wouldn’t possibly
, gxpeet the Government Printing Office to handle these things that

ast. i :

I should add, however, we do use the Goyvernment Printing Office
for many of our major work items. We don’t print everything in our
own plant. ! : :

- Mr. Brooks. Would you give us a breakdown on what percentage

of your printing is done by the Government Printing Office; what
percentage, Mr. Chairman, is done by your own in-house printing
capacity and capability ; a}so, what the total cost is of your own print-
ing and what the economic justification. would be for maintaining a
s pa(rjz;}}%e‘ peiﬂ'inting‘ establishment in addition to the Government Print-
in ce? e b s S

%\Ir. Tierney. We would be glad to do that, Mr. Chairman.
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Mr. Brooks. I just feel that it may well be that you could get the
same type of service just as fast, just as secure, and at less money if
you used the Government Printing Office, which T know many other
Government agencies with highly classified materials do on occasion
use. % -

‘Mr. Tierney. We will submit that information, Mr. Chairman.

Mr. Brooxs. I don’t have the figures on that, but there ought to be
a careful justification on that if there is one. If it is a matter of get-
ting the Government Printing Office to be more secure or to give you
a fixed time in which to get your decisions out, maybe that can be
arranged without any real difficulty. : :

Mr. Tierney. We will supply that information, Mr. Chairman.

_(The information to be supplied follows:) Fasl S

During fiscal year 1967, this agency procured a total of $138,202 of printing in
Washington, D.C. Of this, 83 pércent was procured from the Government Print-
ing Office; and 17 percent from the Departmental Service Office. Of the total
work procured from the Government Printing Office, 71 percent was procured by
GPO from commercial sources. Ninéty-eight percent of the work was for over
30-day delivery. Work sent to the Government Printing Office averaged $9.31 per
1,000 units. (A unit means-one sheet, size 8 x 10% inches, one side only, one
color.) £ : ‘ SE
. Additional printing services (70 percent of which was classified as administra-
tively confidential) yere provided at a cost of $258,858 in the agency’s own plant
in Washington, D.C., employing 26 persons who worked 990 hours of overtime.
Twenty percent of the production was required the same day, 65 percent in 4 to
10 days, and 15 percent in 11 to 30 days. Cost of producing work in-house was
$4.08 per 1,000 units. (Of the work produced in-house, only 20 percent could
properly be classified as “printing.” The balance falls under the JCOP definition
of “duplicating,” haying,been produced from typewritten duplimats.) iy

Approximately 20:pércent of the Commission’s printing for fiscal year 1967 was
done by the Government Printing Office. However, cost of ‘GPO printing equaled
35 percent.of the. total printing costs. Only 2 percent of the work done at GPO
involved a 25-percent surcharge as ‘‘urgent or -priority” work; and: none was
confidential or secret which would have involved surcharges of 15 percent and
80 percent, respectively. i ' ‘

The total cost for printing for the Commission for fiscal year 1967 was $397,060.
This shows a reduction in printing costs of $42,786 from fiscal year 1963 (despite
inecreases in salaries and volume of work), when total printing costs amounted
to $439,846. The reduction in the Commission’s printing costs was achieved
through establishment of a cold-type composition operation in 1963 which elimi-
nated a duplicate printing’ of Commission decisions. Prior to establishment of
the cold-type operation, decisions were printed first at the Interstate Commerce
Commission in legal size typed format; sent later to the Government Printing
Office where they were set in hot type and printed as advance pamphlets to the
bound volumes ; page type stored, and printed as a bound volume still later, Now
decisions are typed'in-house on cold type composing machines during the deci-
sional and review process and initially printed and served on the parties to the
proceeding in the form of advance pamphlets to the bound volumes. Camera copy
is accumulated and later sent to the Government Printing Office for printing
the bound volume by the offset method rather than letterpress method thus
resulting in-an additional savings to the Interstate Commerce Commission over
the system followed in fiscal year 1968 and prior years. All of the printing in
connection with decisions is administratively confidential and of the first priority.
To transfer this work to the Government Printing Office would add surcharges;
of from 40 to 60 percent to normal Government Printing Office cost. Any unwar-
ranttﬁd ;ieéaytin th«lel .tilx:xnetly releiaie of tlée Commission’s decisions works a hardship
on the industry which it regulates and could result in th
of thousands ofhdollars in i1'e\;]enue. thalose ot many hundrgds

We believe the economic justification for maintainin
establishment at the Interstate Commerce Commission gisaclziprﬁi‘;‘gecggg t?ﬁ%
Government less and gives the public better service.
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_ Mr. Brooxks. Go ahead with your general breakdown. Had you.con-
cluded your sectionion Administrative Services? G et Lo
_ Mr. TrernEY. Yes; the Budget and Fiscal Office has 29 people and
$266,411 allocated. to that Office. i o
. In the Personnel Office, which handles our personnel matters, Mr.
Chairman, there are 18 people with a budget of $208,930. e
Our Systems Development Section which I explained has a total of
‘42 employees and a budget of $568,152. Sy s

Mr. Brooks. Do your systems development people work primarily
with your Budget and Fiscal Office on financial matters or, do they
work on the programs and efficiency with which you implement acts of
Congress? .

Mr. Tierxey. They work in a variety of areas, Mr. Chairman. One of
the principal areas is a central status system whereby through the
use of a computer we are able to determine the stages of the various
processes of our cases; the purpose, of course, being to find out where
our shortcomings are in this area and analyze those areas where we
think we can improve the processing.

Mzr. Brooks. The processing of your caseload ?

Mr. TierNEY. Yes.

Mr., Brooxs. That is what they use it for primarily ? e

Mr. TierneY. That is one of the principal purposes. We also use it
for payroll purposes and for inventory purposes.

Mzr. Brooxs. Who administers this for you, sir? ,

Mr. TiernEy. It is in Mr. Schmid’s office, but Mr. Robert Hartel is in
charge of it. ,

Mr. Broors. Mr. Hartel, what is your background in this particular
field of data processing equipment ? , '

Mr. Harrer, I have a bachelor’s degree and a master’s degree in
government. I have had 12 years in the management and systems area,
5 years’ experience in the ADP area, Mr. Chairman. SRR

‘Mr. Brooks. Five years’ experience with ADP. within the ICC?

Mr. Harrer. Yes, sir. S ‘ '

. Mr. Brooxs. You have been with them in that particular facet of
their operation for that period of time? ‘ *

Mr. HartEL. Yes, sir. ’ G S

Mr. Brooks. Do you on occasion employ consultants who are trained
technicians in the use of this equipment ? v : i '

Mr. HarteL. No, sir; we have not used any consultants. Six or 7
years ago we did have some Bureau of Standards people come in ¢n a
consultant basis for 1 year, but currently we do not use any consultants
other than there was a Bureau of the Budget contract with a consultant
firm in Philadelphia to review potential uses of computers in the deci-
sional process, but this was a contract let by the Burean of the Budget,
Mr, Chairman, , RERE , T T

Mzr. Brooks. The GSA, the Defense Department, the Bureau of the
Budget, and the Bureau of Standards have some pretty competent per-
sonnel in this field. I don’t normally recommend that you go outside
and hire a lot of consultants, but this is a very involved field that moves
rapidly and is expanding and moving faster than most of us. You
might be justified in discussing your basic problems and concepts and
how they might be aided by tlie use of the existing computeriart with

95-908—68——-3
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some of those folks. I think even within the Government you can get
some high-grade consultation with a minimum’of trouble and time.
I think they would be willing to give you their best advice'and I think -
you might find, as fast as this technique is growing, that you might
benefit some from it and those benefits might be passed on to the
agency as we try to upgrade the efficiency with which you operate.

Mr. ScaMmip. Mr. Cﬁairman, may I supplement the remarks of the
chairman on the use of the computer ? - i R

You specifically asked: “Do we use them in the program areas?”
The answer is, “Yes.” In our Bureau of Accounts, for example, we
have computer programs developing cost formulas that are used in the
rate cases. We also have a data bank with information from our annual
and quarterly re‘Eorts which are processed with the computer and in-
formation published therefrom. : % oLl

There are other areas, too, where we do use a computer in the pro-
gram, such as in our Bureau of Economics and some of their research
studies. We apply computer techniques in aiding and ‘assisting in the
developing of that work. et HE RV A e

Mr. Brooks. You can understand, Mr. Schmid, that this art is one
that has grown faster than “Topsy” ever did. S

Mr. Scami. I certainly do, sir. It has great potential, but just where
you can use it or apply it to a given agency requires a real definition of
both the problem and the procedures that you are trying to imple-
ment. T E

Mr. Brooks. Among the people at the Bureau of Standards, Dr.
Grosch is a particularly knowledgeable man, Mr. Hartel.

" Mr. Harter. Yes, sir. ‘ :

Mr. Brooks. Off the record.

(Discussion off the record.)

Mr. Brooks. On the record. : ’

Mr. Scami. Mr. Chairman, I want to say in the past we have made
extensive use of the Bureau of Standards, reimbursing them for their
services, and they have been most helpful to us. . 5y

In recent years, I would say in the last 2 or 3 years, we have not
made utilization of their services primarily because we have been
busily engaged with our ongoing programs. %

We have also utilized the consultant services of GSA. For example,
when we made arrangement for our new computer which was installed
only less than a year ago “

Mr. Brooxks. ‘X’hat type did you get ? ‘

 Mr. Scumm. Spectra 70, RCA. We worked very closely with GSA
and they assisted us all the way through in the arrangements for the
computer. L o

- Mr. Brooxs. That is good. = = : i

May I present Congressman Randall, a very distinguished mem-
ber of this committee. , L

Congressman. do you know Chairman Tierney of the ICC and
Bernard Schmid who is their managing director ? ' ‘ W

B. BUDGET PROCESSES

T wonder, Mr./Chairman, do you feel that the program budgeting
concept has been fully implemented within your agency in operational
terms?
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Mr., TIERNEY Mr Chalrman, Iam havmg trouble w1th termlnoloby,
but if you are talking about a program budgeting system—

- Mr. Brooks. In other words, what you do related to the amount of
money you spend and What the yield is in that partlcular area, 1 in that
program, what that effort is.. L

Mr. Tierney. That is related to the bud«ret sir, ‘ ;

Mr. Brooxs. Under the current regulatlons from the Bureau of the
Budget ?

Mr. Tierxey. No, sir; it is not. We have not instituted the’ program—
ing and planning budget system which the Bureau of the Budget has
recommended. We are in the process of negotiations and implementa-
tion of it to a degree which we think will be suitable to the Interstate
Commerce Commission. That is our situation right now.

Mr. Brooks. How does that differ from the programs as outlined in
the record that we have already gone over? You say you are now ne-
gotiating with them, Essentially, you have six programs, you have your
support broken into two, and you have four other programs. Do they
recommend any change in that?

Mr. TierNEY. They haven’t made any recommendatlons now that I
know of,

Mr. Scamip. Mr. Chairman, the PPBS system was not made man-
datory as far as our Commission was concerned until January 1 of
this year. We have been budgeting and managing the Commission
under the old activities schedule concept which was approved in 1962
and which T agree needs some changes. We have had two meetings with
the Budget Bureau representatlves to develop our present system to
conform to the Budget Bureau’s directions on the new PPBS system.
We think we have a very good solid base on which to build modern
refinements to come into full'accord with the PPBS system ‘We expect
to be completely aboard in 3 or 4 months. ;

Mr. Brooks. You don’t anticipate any ma]or problem at a112

Mr. Scamip. No, sir.

Mr. Brooks. You are trying to reexamine this one, to determlner
whether it is best meeting the needs of your agency, and then adapt
that without major problems to the existing dlrectlves from the Bu-
reau of the Budget ¢

~ Mr. Scamip. That is correct, sir.

C. 'ACCOUNTING SYSTEM DDVELOI’MEN’T

Mr. Brooks. Mr. Chairman, I want you to meet a very dlstlngulshed
member from Pennsylvania, Mr. Moorhead.

‘Mr. Moorhead, this is Chairman Tierney of the I0C and of course,
Bernard Schm1d who has been there for some years as the Managlng
Director.

Mr. Chairman, I wanted to ask you, what is your agency domg
regarding the accounting system development ?

Mr. TierneY. Our system, Mr. Chairman, was developed with the
assistance of the General Accounting Office, and we have a manual
describing the operations of the system which we submitted to the
Comptroller in March of this year requesting approval. We are still
awaiting that approval. That manual sets forth the Commission’s
accounting objectives and policy. Compliance with that is mandatory.
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Our system under which we have operated in the past was approved
by the General Atcounting Office in 1957: That has been revised now.
We have submitted a new manual to GAO for their approval.

‘Mr. Scum. Mr. Chairman, we have informal approval already.
We had a phone call this morning that said our system is approved
and it is going to be formalized in the next few days. T

Mr. Brooxks, Isit cost based ¢ v

Mr. ScaMip. Yes. ‘ ' L T '

Mr, Brooks. I always had a feeling that the GAO shouldn’t approve
them, they should lay out the objectives and the guidelines and let you
work them out, and then if you are wrong, nail you.

D. MANAGEMENT INFORMATION SYST‘EM

_Vthat is the status now of your management information system,
sir?

Mr. TrerNeY., Our management system now, to which we will apply
the computer, includes payroll, budget, leave administration, person-
nel and property inventory. And we have what we call our central
status system which is used to control or manage our proceedings
docket. As a case is processed, information is fed into the computer
at the various stages. Later, we can extract information from the
computer which: will advise us as to the condition of our docket—
where there are weak areas, where we can take particular action to
achieve a more expeditious position of our proceedings area which
is really our prime responsibility. ; :

Mr. Brooks. I have a good many questions on that which I will
submit to you that are a little more detailed, Mr, Chairman,

Mr. Trerney: We will be happy to answer them, Mr. Chairman.

Mr. Ranparn. Mr. Chairmamn. oot o0 : :

Mr. Brooks. Congressman Randall.: BT LTI AR S P

Mr. Ranparn. Mr. Chairman, first, I would like to .inquire, what
effect’ did the creation of the Department of Transportation have
upe}x‘ll’your‘ dommission? You were an ‘independent agency to start
with® ' o ol o OIS E N CO Ry SRR P SPRI S P S S

Mr. Trerney. We still are, sir.

Mr. Raxparr. You feel you still areii- oo b Don o o

Mr. TrerNey. I feel confident that we are. There is no doubt about
it. Our responsibilities as to motor -carrier safety, rail safety, and
vipeline safety were transferred from the Commission over to the
epartpient, )7 s Tvnrobie s i it ol ot g
Mr. Ranparr. And that is the size'of it .

Mr. Trerney. That is it. There was also the transfer of jurisdiction
with respect to standard time zones, but this was very limited, incon-
sequential really. o ;
* Mr. Raxparr: The fact that you are here means, I assume, we would
have jurisdiction which would not be true if you were a part of DOT#
The fact that youiare an indeperdent: agency is the reason you can
be here with us'this morning hefore this committee? ; . . :

- Mr. Terney. That you would have no jurisdiction? , . iy

' Mr. Ranparr. No; that we do have jurisdiction, which is proved,
by-the fact you are here this morning. Fa v ; b

- Mr. TmrNEY, Yes, sir. . Gy
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Mr. Ranparn. In surveying the chart here, Mr. Chairman, under
~operations I notice a listing of railroads, motor carriers, and water
carriers. How does that break down as to personnel involved or the
amount of work you do in the overall mission of each listing? What
is the percentage involved? Do motor carriers now absorb a lot of
your energy ? - -

Mr. TrernEey. It does, sir.

Mr. Ranparr. How much, sir?

Mr. Tierney. As far as the caseload is concerned, I think roughly
80 pereent is motor carrier application cases.

Mr. Raxpacr. In other words, now only 20 percent of effort is de-
voted to railroads. What percentage is water carriers?

Mr. TierNey. Extremely limited, inland and coastal waterways——

Mr. Ranparr. How do you define coastal waterways ¢ :

Mr. Tierney. It is domestic operations _

Mr. Ranpacr. Like the Intracoastal Waterway % !

Mr. Tierney. Yes, sir. Carriers that run, for example, from New
York down to Galveston, Tex.

Mr. Ranparr. I notice there is sandwiched in here a section on in-
surance. What sort of jurisdiction do you exercise over insurance ?

Mr. Chairman, what I am trying to bring out, which I thought was
the purpose of these hearings, is to find out how the several agencies
operate or carry on their work. I know I thoroughly enjoyed the ap-
pearance of the Civil Service Commission a couple of weeks ago.

Mr. Brooxks. I don’t know if they did, but I know you did.

Mr. Ranpars. I'm afraid I don’t have the time this morning. I have
to get to my other committee. : :

Mr. TiernEy. Carriers, for example, are required to carry insurance
onbt]he property they carry in the event it is damaged. Also,
liabilit :
- M. yRANDALL. You have supervision? You issue guidelines and

so forth?

Mr. Tierney. That is right. We will not issue a motor carrier
certificate unless he is properly insured.

Mr. Ranpari. And you have just told us that is your big job now,
motor carriers.

Mr. TerNeY. Yes, but T would like to expand on that. The motor
carrier cases represent 80 percent of our caseload; but the 20 percent
involving the rail area represents a lot of work, numerous staff per-
sonnel, and a lot of resources because these rail cases are very complex.

Mr. Raxparn. You have just been through the Penn-Central and a
few other rail mergers. What are your biggest ones pending now? -
" Mr. Trerney. We have 12

Mr. RanpaLL. Just the biggest. :

Mr. Tierney. The Norfolk & Western-—the C. & O. merger.

Mr, Ranparr. What else ? ' :

Mr. Trernvey. The Rock Island merger case in the Midwest.

Mr. Raxparr. One more question. On this matter of tariffs here,
how are your energies divided in that field ? Do you have more prob-
lems with motor carriers on tariffs or with the rails?

Mr. TierneY. About equally divided, T would think. We have more
motor carrier cases.

Mr. Ranparn. You have a lot of cases in the motor carrier field,
don’t you?




18

- Mr. Tier~ey. Yes, sir. ‘ 3 ‘ .
. Mr.Ranpars. But they don’t take aslong. s
Mr. Treryey. Generally speaking, that is a fair description. The

‘motor carrier cages are not as complex; they don’t take as much time
-asthe rail cases. LRl S HLH :
' Mr. Raxpact. Thank you, Mr. Chairman. A _
Mr. Moorueap. I wonder if we can get a better breakdown on the
80 percent. It surprises me, that 80 percent of the caseload 1s-motor
.carriers. Isthat in numbers?. .~ f
‘Mr. Terney. That is numbers of cases. We are not talking about
_the complexity of the .cases or the time, resources, and personnel
needed to dispose of the case. A merger case— =
Mz, Moorreap, That is one case but, it; might be equivalent in time
to a hundred or thousand motor carrier cases, . o
~ Mr. Tmrney. That is right. Because many of the motor carrier
cases are quite simple, we can dispose o_fthémilforremmple, without a

‘hearing .on the record:. So, in that sense, although the numbers are
great, many of the cases are disposed of very.quickly. .
~ Mr. MooruEaD, Is there any percentage that would give us a more
accurate feeling of the workload of the Commission 2 percent motor
«carriers, i percent rail carriers, z percent water carriers? . .
. Mr. Terney. We certainly can supply that for you.
- Mr. MooruraD; I am not talking about accurate numbers, Just give
use some rough idea, because I was quite surprised when you said 80
percent on motor carriers. I realize now that you were talking about
the number of cases, and this, I assume, does not. mean that 80 per-
cent of the total effort of the Commission is directed toward motor
‘carriers. W : ~ .
Mr. TernEY. Director Stillwell, can you give us any numbers?
Mr. StinLwEiLL. At the end of February we had 4,146 motor carrier
casespéhdin%.); water carriers we had 32; we had 19 ex parte cases
~ which could be rail or motor; we had 155 finance docket cases, and
“that is in the merger field mostly ; we had I. & S. cases—that is rail—
93; we had 148 1. & S. cases where the rates have been up for sus-
-pension ; we have complaints in the motor carrier area, complaints,
revocations and so forth, 299; in the finance area of mergers and
“acquisitions for motor carriers, we had 277. El .
- 'We can furnish you with a complete breakdown if you want it for
the record.+ © I S S
. Mr. MooruEaDp. Maybe T am asking the impossible question. What
‘T:am ‘attempting to find out:is how much of the effort of the Com-
mission-is directed in the rail field and how much in the motor carrier
field. Again, from 60 to 70 percent would be close enough or in rail
30 to 40 percent—just give an approximateidea. - «+'. T
Mr. Tierxey. I don’t want to be evading the question, but T don’t
think we have precisely allocated this effort in'that fashion. I would
like to take a look-at it and supply an accurate figure. - hooedf
. Mr. Moormrapi. I am not talking about precise figures. I am talking
-about getting an-estimate. I would imagine in 1900 probably 90 per-
cent of your effort would have been in the rail field. - - :
- Mr. TrerneY. A hundred percent. B ' S 5
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Mr‘ S’I:ILLWDLL. Oﬁt'hand, you might say 60 percent m the motor area
a,nd 40 percent in the rail and otherareas. . :
Mr, ;MOORHFAD The. addltlona,l percentage above a hundred 1s in

water? . .

© M. ST;[LLWELL No, that 1ncludes Water. Ther:e are, Very few Water
- cases. ;

© Mr. TrerNey. Water cases are negligible, sir..

Mr. Moorueap. Thank you, Mr. Stillwell.

Mr. Brooks. Mr. Chairman, we want you to: know Mus.. Heckler,
a very able member of this commlttee She isa Very lovely lady Re-
pubhcan from Massachusetts, -

-1 thirik under managemerit. mformatlon system Mr Chmrman, you
mlght in answering the: questlons tthat I am submitting to your agency,

~ want to carefully talk these over with Dr. Grosch who has the kind

- of expertise that. might yield some real beneﬁt Wlth a mmrmum mvest~
*ment inyour time-and his. ;1o
, Relatmo to the discussion Wlth Mr Randall how mueh 1nsurance
are; motor carriers required to carry, and is that ‘insurance on what
they are carrying, merchandise, or is that for liability damage as to
accidents they might have@ What part.do yeu ha,ve in; helpmg to en-
: foree those requirements? .

Mr.. TrorNey. I don’t know: the amount As 1 understand 1t Mr.

'Chalrman, it is for both liability and insurance on the cargo $1O OOO
: propert damage, $25,000-$100,000. publlc Imbrhtyc 2Ty ;
g’ROOKS $25,000 for, what? e

Mr TIERNEY. Th‘tt is the accrdental death ‘or. m]urv and $100 OOO
kfor the agoregate.

BROOKS For ago'regate of one ‘mccrdent If they klll nlne perle, :
the maXJmum would be $100,000 for the nine people? o

. Mr. TrerNEY.. _That is rlg‘ht o

_ Mr. Brooks. For which they Would be hable?

.~ Mr. Trerney. Yes, sir, . :

* Mr. Brooks. It doesn’t’ really seem too hlgh in the llght of current
expenses A $25,000 maximum for an individual inj ury.

_Mr. Tmryey, Thls is a minimum, Mr Chmrman Many of the car-
‘ ‘rlers do carry more insurance. -
. Mr. Broogs. But those with the mlmmum are the only ones that
: are _going to hit me with my Tuck.
~On the material that they . carry, What is
damage or loss in translt?

Mr. TigrNEY. A thouSand dollars, ; S

_Mr. Brooxs. You miearn if I sent a truckload of f'urnlture to Texas,
: 'they would onlv be: requlred to have $1,000 insurance on it if they dam-
aged it all?. ,

Mr. TIDRNEY That is the hmltatlon now. T am. sure many of the
carriers, of course, carry more msurance than that That is the mini-
mum as far as the Commission requn‘es o

. Mr. Brooxs. "Why don’t you giveusa ﬁgure on how many of them

Ty the thinimum because I bet y()u a/ 1ot of them carry the mm,lmum

aVe an “'dea about that, Mr, Schmld , Mr, Foley2 Lttt

the ,msura,nee o,n; that for
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 Mr. Forey. Mr. Chairman, the carriers subject to our jurisdicti
are required to file certificates of insurance which warrant theé mitii
mum limits, but the certificates do not'state the amount of coverage.
Mr. Brooks. They just guarantee the minimum and beyond thit you
don’t have any way of knowing what they have in the way of
insurance ? ‘ : s
Mr. FoLey. We would have to go to each individual carrier’s office
and inspect the records and the policy to determine the amount.
~ Mr. Brooxs. What makes you think, Mr. Chairman, that many of
them have more insurance than that ? " SRR I
Mr. TierNEY. That has been our experience. e
‘Mr. Forgy. Mr. Chairman, I used to be in the Bureau of Opera-
tions and before that in the Bureau of Motor Carriers, which was a
predecessor of the Bureau of Operations. We have several times over -
~ the past years made informal studies of the minimum insurance re-
quirements. We have made the informal studies through the use of all
of our field staff. S e B :
Mr. Brooxs. Insurance people want it raised and the carriers don’t
want it raised. - ' s Ty
Mr. Forey. We have tried to be independent in our study of the mat-
ter, We are firmly convinced that most of the carriers carry substan-
%ia#ly mot'e than the minimum limits that are prescribed by our regu- -
lation. « ' n bl ,
‘When we had: safety responsibility, we had quite composite accident
experience figures showing frequency and damage amounts. They also
showed us that the minimum limits were adequate to cover the public’s
need. This is always subject, of course, to further review at any time

the Commission would wish to consider it. ; : -
Mr. Brooxks. I would think the Commission would seriously want to
consider it in the public interest. They might want to raise the mini-
mums, because what the maximums are, who knows? You don’t know
apparently. Nobody knows. The public doesn’t know. I would think
that a minimum of a thousand dollars on cargo might be a little low,
and if they say that experience has proven that it is not, getting addi-

tional coverage for the few instances where it would be necessary

won’t cost them much money. The insurance companies won’t charge
them if they have a record that shows that they never lost or tore up
anything that cost them a thousand dollars. The same thing would
be true if they increased the minimum on personal injury. But I would
certainly hate to really get creamed and have the insurance on a nice
fat truck be $25,000. It wouldn’t get my family very far when
you finish paying a lawyer to sue them for they wouldn’t just give
1t to them. ; ‘ .
Give me a copy of your last study on that. It might be that we could
get some idea of ghis. , i B =
(The information requested isin app. B.) 7
Mr. TmrNEY. Carriers are fully liable for the loss and damage irre-
spective of the amount of insurance they carry on their cargo. Ad-
mittedly, Mr. Chairman, there will be carriers which are not financially
able to withstand full liability. Of course, most carriers are. They are
fully liable irrespective of the insurance they carry for damage or
loss of cargo. I believe that some of the statistics we have developed .
‘have contributed to this figure of $1,000 which we believe will take
care of all or most of the situations. - it



21
E. INTERNAL AUDIT SYSTEM

Mr. Brooks. Would you describe briefly your internal auditing
system ? ; R > ‘ nr
- Might I introduce to you Congressman Fletcher Thompson. -

. Mr. THOMPSON. Good morning. o e
Mr. Brooks. Mr. Tierney, Cg}na)irman of the Interstate Commerce
Commission, Mr. Bernard Schmid, managing director. = :

~ Mr. Tmmrney. The internal auditing function of the Commission is

under the direction of Mr. Schmid, the managing director, Mr. Chair-

- man, and the persons who actually perform this service are qualified

in accounting and auditing as well as in management, the substantive

program areas. ~ g ,

Since we are not a large agency, the auditing function is not handled
- separately as such. It is carried out in conjunction with other manage-
ment controls, for example our program evaluation process, our central
status system, our field internal inspections and our internal fiscal
audits. That is the summary of it, sir. et e

Mr. Broors. Mr. Chairman, I have a long interest in this internal
auditing area. To whom do the senior internal auditors report their
findings on investigations or analysis of a section of your agency?

Mr. Tierney. They report them to the managing director. Sum-
maries, of course, have been furnished to me or to the vice chairman or
to the members of the Commission, depending on the subject matter
involved. : )

Mr. Brooks. Who is the internal auditor ¢ »

Mr. Tierney. We don’t have an internal auditor as such. The whole
program is operated out of the managing director’s office, Mr. Chair-
man. For example, our internal audits would be handled through the
central status area, through our fiscal people who conduct fiscal audits,
~also through our inspection people who conduct inspections of the
various areas, and the program evaluation process.

Mr. Brooxs. I think this indicates that your internal audit is not
particularly independent of your management or your managing direc-
tor. I would think that in this type of an agency you ought to have 3
fairly independent auditing section. It would probably be a fair, equi-
table system to have whomever is running your internal audit system
report frequently to you, the chairman, anc{l to the managing director,
~ since his relationship to the operation of the agency is a little different
- than being the second man of the agency. He has been there for some
time and his successor will be there for some time. His is a continuing
funetion, and I think this would be real substantial protection for the
prevention of errors in operation or fraud or mismanagement that
would protect both the chairman and the members of the Commission
and would protect the managing director. o

I think if it is just an auditor whom you assign to do that audit,
operating out of your managing director’s office, that neither you nor
the managing director will get a really impartial, more or less objec-
- tive view of both how the managing director does his job and how all
of the other agency personnel operate and function. This is the danger.
This is what we are trying to get in an internal audit as such.

“Mr. Scamip. May I clarify this a little bit ? : ol

Mr. Brooxs. I would be pleased if you could.

95-908—68——4
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Mr. Scami. We have actually three different types of internal

audit. In our budget and fiscal office we have a branch of ‘internal

auditors who are engaged primarily in'what we call fiscal audits, They
'go into the bureaus and the offices here at the headquarters level and
- at the field level and develop information on the use of our travel -
funds, on the accuracies in payroll operation, and this type of thing,
fiseal operations.” b0 IR
Those things éome"in' directly to me, and T deal with the bureau
directors ‘and our regional managers as soon as we spot deficiencies
and get them corrected. T 0
We have another and a far more important internal audit program,
and I think this is what you are talking about, in‘which the Chairman
~ plays a very important part. We have our program evaluation system.
First of all, at the beginning of every single year, every one of our
bureaus and offices sets up program objectives within the overall mis-
sion of the Commission. We identify roughly 75 or 80 percent of our
major workload program throughout the Commission. Each'and every
_quarter the bureau directors, the regional managers, submit statistical
reports and narrative reports pointing out how well they have met

their target dates, if they haven’t met them, why. they haven’t met k

them, and bringing many related matters into play on this. "~

- These reports all come directly to me. These reports are analyzed.
There are discussions and conferences with the bureau directors in-
volved, and the final report is submitted to the Chairman. This report
points out how well we are doing in relation to our overall program
objectives and our deficiencies, which sometimes entails action on his
part or on the part of the entire Commission. LR e

- Mr. B‘ROOKSSII) ‘

"don’t want to be unkind, but T realize after you get

all of those reports they do make up a report in final form that goes

to the Chairman which does, as you say, point out that you are doinga
magnificent job, that would be the normal procedure. Y

I think you, yourself, would be better protected in trying to“f_do»"d

good job, as you do, and I will give you full credit for that and for

nageme so—but I think if
you had an internal audit that went across the board with a free scope
to make an individual appraisal of a function or condition, that you
yourself would be better protected rather than have a more or less
perfunctory rechecking’ ofp

vouchers and totals. This is the kind of

thing the Internal Revenue does when they check the figures on my

income tax. It is pretty much of a routine. They find errors
occasionally. : A il e o

I think you would be much better protiectédeifh that typeof free- :

‘dom on the part of your internal auditor to look at the smallest
voucher or a major defect in the implementation of what the Chairman
and what the Board and what you have instructed some of your people
- to do. I think the Chairman would be better protected also. I think
when you break them down you limit what they can do. ~
~ The AEC and some of the other agencies have used this system and
feel that it is of benefit to them. The best example I can think of is
probably the Agriculture Department. They had a lot of problems that
were not—I don’t guess they were going to destroy the country, but

IR e
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they were problems that started out with vouchers being incorrect and
ended up with people-actually on a systematic basis trying:to defraud
'theGovernment.~ [ sana Rl e ey L
I think since then the Secretary of' Agriculture has a very: reliable

‘internal audit section which he feels will not only expose this type of
activity and these errors, but will prevent them.” S

- What we are trying to do is to prevent people from doing wrong,
not to catch them after they have done it. Catching them is expensive
when they already have done it. They generally don’t have any
insurance. - Foabia : i S L
- I think that you ought to think about that, Mr. Chairman. It has
some real advantages for you. I wouldn’t be Chairman of that agency
without an internal audit that I got to look at first crack. T wouldn’t
run that risk. I think there is a risk, because when you are dealing with
‘1,800 people you always have a problem of people either doing things
wrong intentionally or by mistake.

: F. AUTOMATIC DATA  PROCESSING -

Now, on automatic data processing, do you have a central organiza-
tion which is responsible for ADP management in your agency, sir?

Mr. TierneY. Yes, sir, , ik e

Mr. Brooxs: Would.you describe its function? i »

Mr. Tmr~ey. It is in the Office of the Managing Director. Our
processing and systems development program is in that area. I believe
that prior to reorganization it was in three areas of the Commission.
Now we have placed in one area the central responsibility for auto-
matic data processing. ; i
~ Mr. Brooks. And Mr. Hartel manages that section for you?
 Mr. Tmrxey. That is correct, sir. s .

Mr. Brooks. How would you describe its functions concisely ?

Mr. TierNey. The section of system developments, Mr. Chairman,
is responsible for conducting studies to determine the feasibility of
applying automatic data processing to the various work of the Com-
mission. While I must admit I am not an expert in this area, as I
understand it, we determine first of all whether there are programs,
for example, worthy of continuing or expanding, and whether auto-
matic data processing can be applied and utilized in the area. ~
 Mr. Broogs, Is that Spectra leased or purchased? .

Mr. TiernEy. It is leased. :

Mr. Brooxks. Leased ¢
. Mr. Tierney. Yes, sir.

Mr. Brooxs. What does it cost, ?

Mr. Scamip. About $120,000 a year, isn’t it ?

Mzr. Lorrro. Yes, sir. :

Mzr. Brooxs. What would it cost to buy it ? =
- Mr. Loriro. I don’t have that figure available, Mr. Chairman.

Mr. HarTeL. About a half million dollars. ;

Mr. TaompsoN. Mr. Chairman, does the lease include maintenance ?

Mr. Harrer, Yes, sir. ' T

Mr. Brooks. That is the standard method. How long do you an-
ticipate using this machine? ' : R
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Mr. Tirney. Perhaps a year. We are in a tramsitional stage.
For example, we have the problem of adapting tariffs to automatic
data processing and we are not sure whether this particular machine
wouchl) be adequate for that. As I understand it, it would not be. Being
in a transitional stage, Mr. Chairman, we feel this is the best ap-
proach. Through this, we can use programing which was used in the
older machine. It is compatible for that as well as using information
or data from other areas within the Government. i
 Mr. Brooxs. I understand this capability. : :

Did you all make a feasibility study as to the desirability of leasing
or purchasing the machine before you made this lease ?

Mr. TierNEY. Yes, Sir.

‘Mr. Brooks. Could we have a copy of that report?

- Mr. Tier~EY. Yes, sir. :
- (The report follows:)

PURCHASE VERSUS LEASE—SPECTRA 70 COMPUTER, MARCH 24, 1967

Inherent in the selection process is a decision whether to purchase or lease the
computer system to be required. Although many factors are involved in the deci-
sionmaking process, a key factor is the length of time the equipment will be
utilized ; for example, the break-even point is approximately 4 plus years, after
which it is more economical to purchase rather than lease. .

The selection of the Spectra 70 computer was based on an emergency need to
provide immediate additional computer capacity. With its emulator feature we
can double our throughput without reprograming. However, this is only a short-
time solution and the ultimate solution is reprograming to fully exploit the speed
of third generation equipment. With this thought in mind, the configuration
ordered was almost identical to our present RCA 801 configuration. At this time,
questions as to our long-range needs have not been resolved, particularly the
question of random access, core size, and the number and type of tape drives
needed for future applications.’

Another concern is the reliability and quality of both the Spectra 70 hardware
and software. Both are new and unproven and in light of the troubles other
manufacturers are having, it would not be unusual for an unsatisfactory per-
formance level to oceur.

It is estimated that in approximately 18 to 24 months we will have completed
reprograming to COBOL, will have identified future applications and will have
a firm idea as to our ultimate hardware needs. Additionally at that point in time
the emulator feature will no longer be required.

Accordingly, it is recommended that the Spectra 70 be leased rather than
purchased. At such time' (estimated at 18 to 24 months above) as we have a clearer
picture of our needs a decision should be made whether we are going to retain
the Spectra 70 and to review the purchase of any or all of its components. The
purchase option of 65 percent of rental costs can be exercised on components
purchased.

Mr. Brooks. What do you consider to be the most pressing problems
for you to overcome in order to make better and more efficient use of
the computer that you are now leasing ?

Mr. Tmerney. I believe that one of the most important problems is
getting competent programers. I think everybody has that problem in
the automatic data processing field. I am not sure what the other prob-
lems are. o

" Mr. Schmid. ‘ :

Mr. Scamip. One of the principal problems we have, our Spectra 70,
we acquired on July 1, and most of our programs are written in a lan-
guage that was used on our old RCA-301. We are in the process now
of converting our language to what is called COBOIL:and FORTRAN,
which will speed up the processing by 25 percent. As soon as we get
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over this hump, which will take some few months, we are going to be
able to speed up and put more things on the computer. ‘

As the Chairman said, we found it rather difficult to recruit trained
people. Three-fourths of the people in our ¢omputer. program opera-
tions are relatively new recruits who have the potential to be in this
kind of a program, but we have to train them, Mr. Chairman. A fter
Wwe train them, we lose about half of them to other agencies and private
industry. This has been a real problem, the personnel turnover.

Mr. Brooks. This is a problem everybody is facing in this area.

G. PERSONNEL MANAGEMENT

Would you describe for the subcommittee the elements of your per-
sonnel management program ? . ,

Mr. Tierney. Of course, the personnel management is in the Office
of the Managing Director and under the direct supervision of our
Director of Personnel, Mr. Adams. ‘ '

Personnel management is extremely important to us, Mr. Chairman,
and we feel we are making every effort in this particular area to im-
prove it. As a result of a Civil Service Commission study, they sug-
gested certain areas of improvement, which are listed in our exhibits
here, and as to all those areas we think we are making progress.

Mr. Brooxs. I would like to put in the record at this point exhibit
E, without objection. V

(Exhibit E follows:)

Exnmsir E.—REPORT BY THE CIVIL SERVICE COMMISSION : “HIGHLIGHTS OF
THE INTERSTATE COMMERCE COMMISSION PERSONNEL MANAGEMENT PRrROGRAM”

The Interstate Commerce Commission was last inspected during March and
April 1964. This was a followup of the June 1963 inspection. The personnel
management program has probably changed considerably since then,

The 1963 inspection identified specific achievements and weaknesses.

Favorable findings include such things as:

There was attention to planning for and acquiring human resources.

Efforts were being made to increase efficiency of operations and
productivity of the work force. k

Ongoing plans for improving work environment and expanding health
services were evident,

There was compliance with legal and regulatory requirements in
appointments, promotions, and pay.

Major weaknesses include ; :

Not using total ICC resources for recruitment.

Limited area for promotion and reassignment consideration.

Training and development activities narrow in scope. !

Motivation and recognition devices not utilized sufficiently.

Long delays in making decisions regarding work organization and
structuring of positions. ‘

Lack of an effective communication device to help translate written '
personnel policies into actual programs in operation,

No systematic approach of evaluating and reporting on personnel
management operations.

Had not-established positive-action programs’ in ‘public policy areas
of special emphasis.

These weaknesses were caused by : ' '

The lack of an effective center of autharity for personnel management
growing out of the basic nature of the Commission’s form ‘of ‘organiza-
tion. The yearly rotation of the Chairman and the fact that the Execu-
tive Director cannot, regardless of his personal ability, act as a true
manager, creates the possibility of 'serious personnel management
problems.
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' An-unwillingness. by ‘managers to gccept their: respQIaisiilit-y for per-

" somnel management. oo o
Interstate Commerce Commission was reorganized soon after our ‘inspection
report was issued’; however, we’ don’t know ‘whether the ‘Teorganization solved

any of the problems. v 0 W e g e B
~ Mr. Brooxs. I Have a copy of the 1964 personnel managenient pro-
ram and the highlights on ‘that inspection that was made originally
in 1963. Their findings weren’t too favorable. You might be fairly in-
nocent of that. But the favorable findings were rather limited and

the major weaknesses were pretty significant. e
T wonder if you have had a current evaluation of those weaknesses.

What have you done about those? Are you familiar with that docu-
ment, Mr. Schmid ? : SN AR ta i

Mr. Sceamip. Yes, I am. L G s o
. Mr. Brooxs. I wish you would give us an analysis of what has been
‘done to meet these specific problems. By now you should have most of
them whipped if you can whip it. , S e T
~ Mr. Scamip. Mr. Chairman, on recruitment, we were trying to
recruit throughout the organization from our central offices. At their
suggestion and working closely with them, we now use our regional
managers in the field; we arrange more extensive interviews with. the
various colleges throughout the country; we do some advertising; we
have utilized our field people all the way on recruitment. VR

On attorneys, for example, where we formerly sent out key people
from Washington to various field offices, we now use our regional man-
agers. We find we get, a better cut of young attorneys. We find that the
system is much improved. i , SR

' The Civil Service hasn’t been back to check on this, but I think

when they do they will find we have pretty much adopted most of their
suggestions for improving this one. sy :

Mr. Brooks. Would you give us a rundown on your efforts to meet
the weakhesses pointed out at that time? : i

Mr. Scamip. For the record or right now ?

- Mr. Brooxs. For the record. -
Mr. Scrmip. Yes, sir. I certainly will.
(The information requested follows 1)

Magsor WEAKNESsES—CSC REPORTS OF 1963 AND, 1964
1. NOT USING TOTAL ICC RESOURCES FOR RECRUITMENT

We have extended nationwide -our clerical, attorney, accountant, and other
specialty recruitment programs through ‘use of our regional managers and field
professional. personnel. The ‘regional managers direct the ;staff in their regions
in contacting carrier manpower sources and academic institutions, Special atten-
tion is given to minority group recruiting. Use of paid advertising in the various
trade journals has been helpful in locating tariff examiner and accountant per-
sonnel, We continue:to use our executive and professional staffs in headquarters
to'help recruit for our positions. o (B Y o

2. 'LIMITED AREA FOR' PROMOTION “AND REASSIGN MENT- CONSIDERATION

In the clerical and administrative areas, promotions continue to. be made
across bureau.and. pffice lines under-our merit promotion plan. In the technical
and professional. area, movement is somewhat restricted because of the special-
ities involved, Accountants move up in our Bureau of . Accounts. Economists,
mathematicians,. and, statisticans move up in our Bureau.of Hconomics. Tariff
examiners move up in our Bureau of Traffic. Since the consolidation in 1965
of our former three Bureaus of Finance, Rates and Practices, and Operating
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- Rights:inte our m'esent ‘Office; of ; Proceedmgs‘ ithe.iarea has: been mcreased for
pxomotwn -and -reassignment of .the: majority -of' oun’ abtorneys; Inviadditi

.dnd offices “having -attorney: positions—-the General  Counsel’s: Office; the Secre:
tary’s:Office; and the Bureau of Operations:: Since the: consolidation in: 1967 of
our: car: service and motor: carrier: functions: in:the Bureau of ‘Operations fol-

lowing the transfer: of oursafety fulctions. to :DOT, the promotion and: res

- assignment area has; been broadened: for: car service, special agent, and motor

. carrier district superwvisor personnel. Although there are area restrictions for

promotion’ and: reassignment depending upon professionaland technical skills,
at: the executive levels.the areas: have been ‘broadened. As a notable example,

the present Assistant Managing Director was promoted: from ‘a motor- carrier
regional ' director position-to a regional manager posi&tion ; then to' the position
of Assistant Director, Bureau of Operations (which in 1967 included rail :and
motor functlons) then to the present posmon of Ass1stant Managmg Dlrector.

3. 'I”RAINING AND * DE‘VELOPMENT ACTIVITIES : NARR-OW IN SCOPE

~A-small,; highly ‘technical -agency: as ‘the:Commission’ must rely upon' initial
recruitment -and. selection of -highly: developed  and skilled candidates to meet
ex1stmg manpower needs. With limited availability of funds we restri¢t train-
ing and ‘development: activities ‘to that which willimeet the most urgent needs
of the «Commission: 'We use on-the-job; off-the-job, and classroom:' training to
improve the performance of duties  of ' employees in ‘many- activities -such as
‘executive development, broad -economic regulation, legal technicalities, secre:
tarial sciences, office machine maintenance and repair; statistics,. Enghsh usage,
and computer and automatic -data processing. Courses in: FORTRAN Program-
ming have enabled new computer programers to attain-a ‘higher degree of pro-
ﬁelency in ‘a shorter: period of time than would have been possible through on-
the-job: training. RCA Spectra 70 Programing: enabled our :programing staff to
become ‘more proficient in utilizing new compiiter equipiment. University courses
in transportation, accounting, statistics, ‘and mathematics have assisted our cost
analyst trainees to accelerate their performance. The Commission continues to
emphasize: self-development outside the Commission ; however, trammg and de~
velopment programs have been cons1derably extended smce 1963 64 :

‘94. M()’].IVATION AND RECOGNITION DEVICES NoT: UTILIZED SUFFIOIENTLY

Durmg ﬁsoal year 1966 the Commlsswn m1t1ated a stepped~up suggestlon
system aimed at getting: at. least one suggestion . for improvement from every
10 employees. Suggestions from employees on how we could reduce costs-or do’
‘more work without increased. ‘resources, showed. impressive :gains—not only
eurpasslng the 1-in-10 nate but an merease of over 800 pereent m submusswns
over the previous:year. i+ .: s

C i Wed maugurated & mew: element inthe awands pl?ogram to: reeognize employees

& who excel in communication; courtesy, and: service to the public.. To-date over

50 employees have been awarded special Commission certificates of excellenee

_ for their:performance reﬂecting the public service goals: i
Since 1963, we have emphasized :recognition of: employees whose work per-
formance is considered above that ordinarily found in the position. Twice each
yéar ‘selected employees ‘have been rewarded ‘with high' ‘quality w1thin grade
galary ificreasés because of exceptional ‘work performance Since estabhshment’

of this'program, ‘over 165 employees ‘have'béen so rewarded.”
15 The Gorﬂimssion contmnes to g1ve e'mphasm to: the moﬁivatlon and recogmtiop"

A‘ND STRUGTURING oF" PosITiONs R

’\Io doubt there have been delays in’ eertain functional aneas regardmg Work,
orgamza‘cmn and structuring of positions. We believe: it best to:proceed with
caution:in some of these areas. In connection with eareer: structuring the 1963
Civil Service Inspection Report referred specifically:to thé queéstion-of wheéther
attorney assignments should be limited to one proceedings area or extended

by establishing planned avenues of development across bureau lines. The question '

of specialist versus generalist has been a matter of serious consideration over
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the past few years in connection with the. processing of our ever-increasing
formal proceedings caseload (rates; finance, and operating rights). However, the
substantial increase!in our easeload without an equivalent increase in: ‘personnel
was a primary congideration in consolidating all of our proceedings work in a
single Office of Proceedings and the use of attorneys in all Specialty areas. We

feel this refinement of our proceedings work over the past few years has been . '

a.good move and will result in continued greater production of cases, : .

The creation-of the Department of Transportation and transfer of ICC safety
functions to that agency resulted in our organizing and structuring in one Bureau
of Operations, the positions in connection with economie régulation of rail, mo-
tor, water, and freight forwarder activities. In general, we believe:we give care-
ful consideration to the need for work organizational changes. When changes are
deemed desirable, ‘we move :expeﬂitiously ‘and strueﬁu?re» the positions .as
appr()pnate. ’ : : ; ' .

6 LACK OF AN EFFECTIVE COMMUNICATION DEVICE TO HELP TR.ANSLATE WRITTEN
PERSONNEL ' POLICIES INTO ACTUAL PROGRAMS IN OPEBATION

The Chairman and Vice Chairman have acquamted themselves with and:given
support to the current concepts of the Commission’s personnel management pro-
gram, its policies, and procedures. They make their views known to all bureau
and office officials as appropriate occasions arise. The Managing Director. effec+
tively presents and supports the personnel program with top management and
has. prowded the necessary leadershlp to place personnel programs into actual
programs in operation. .

In a small agency such as the ICC, eﬁectlve eommumcation devices are eagily
developed for the mutual exchange of information and ideas between manage-

ment and employees: up, down, and across organizational lines in the formula-
tion and change of practices or procedures which affect the individual employee
or group work situations. Information about new or. revised personnel policies;
procedures, changes; and development is promptly disseminatéd to management
officials and appropriate employee organizations before they are made effective
in order to obtain comments and suggestions. Such participation serves to help
translate written personnel management policies into actual programs m op-
eration when the regulations are promulgated.

The Vice Chairman meets each month with the Managmg Du'ector and the
regulatory bureau heads to discuss problems:and to give emphasis and support
to ongoing programs. At these meetings, the Managing Director discusses new
personnel managemeént policies’ and reemphasizes those programs which have
become lax. New or revised personnel management programs ‘are discussed at
the ‘lowest levels through bureau and office supervisory conference devices in
such a manner appiopriate to reach the maximum ‘number: of employees.

“Top management ‘officials maintain an “open’ door” policy and employees are
encouraged to use various channels of communication to ‘discuss personnel poli-
‘cies and any’ problems they may have, including nonsultatmn with- approprlate -
union representatives-and members of the Personnel Office. =

7. NO. SYSTEMATIC APPROACH 0]!‘ EVALUA’.I.‘ING AND! RE‘.PORTING 0N1 PEESONNEL
MANAGEMENT OPERATIGNS

; Tlus Commission has a system, eonducted by the Dlrector of Personnel of
reviewing personnel operations and practices, evaluating . their. effectlveness,
identifying problem  areas, and implementing corrective action. This is done
on a regular basis by onsite review and discussion with operating officials both
in the field and in the headquarters. This system has resulted in greater aware-
ness by supervisors of personnel management programs, techniques, problems,
and approaches for solutions and improvement. Status reports and recommenda-
tions are made to the:Managing Director.

In addition, we have monthly reports from regional managers and bureau
and office heads which include personnel management problems ‘We have ‘an
action plan for equal employment opportunity which requires periodic reports
from bureau and office heads on efforts taken to assure equal employment op-
portunity regardless of race, religion, color, sex, national origin, martial status,
pohtics, physical hanﬂicap, and age.
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8, HAD NOT ESTABLISHED POSITIVE-ACTION PROGRAMS IN PUBLIC POLICY AREAS OF .
SPECTAL EMPHASIS A ~ !
At the time of the Civil Service Commission inspection in 1963, the program
referred to was the “Equal Employment Opportunity Program’”. The Civil Serv-
ice Commission’s followup inspection report in 1964 indicated that the Interstate
Commerce Commission has made much progress in this program. Since then they
have approved our action plan for equal employment opportunity which also
covers the Federal women’s program. This Commission has cooperated. fully
in all public policy areas of special emphasis including (1) employment of the
handicapped; (2) employment of the aged; (3) employment of the mentally
retarded; (4) the Neighborhood Youth Corps; (5) Job Corps; (6) the economi-
cally disadvantaged through the Manpower Development Training Act; (7) the
President’s Youth Opportunity Campaign; (8) Operation “MUST” (maximum
utilization of skills and training) ; and (9) employee-management. cooperation,

H. GENERAL ACCOUNTING OFFICE REPORTS

Mr. Brooks. Has the General Accounting Office issued any audit
reports on the overall operations of your agency, that is, reports not
directed at a functional program of the agency, but rather at the
management and administration of the agency ? \

Mr. TierNEy. The last report was in 1962. The investigation and
audit by the General Accounting Office was in 1962.

Mr. Brooxs. I don’t believe that would be current now.

Turning to your program breakdown— :

Mr. TromesoN. Mr. Chairman, before we leave this, may I ask a
question ?

Mr. Brooxs. Mr. Thompson., ,

Mr. Trompson. When DOT was formed, how many personnel were
transferred from your agency to DOT?

Mr. T1iErNETY. 430. '

Mr. TaHomeson. What functions, basically, were transferred ?

Mr. TierNEY. Safety.

Mr. TroxresoN. These were primarily the safety people ?

Mr. TiernEyY. Yes, sir.

Mr. TromesoN. When they are transferred, there was no decrease
in their employment status ¢

Mr. TrerNEY. No, sir. In some situations they improved.

‘Mr. Scam. Mr. Congressman, we also transferred a little better
than $5 million. ‘

Mr. TromesoN. Did that $5 million represent only the salaries?

Mr. Scuwmip. Salaries and related costs.

Mr. TromesoN. In other words, there was a complete transfer of
this 400-and-some-odd people and all the related costs there?

Mr. Scamip. Yes, sir. A

Mr. Brooks. Subsequent to a report this committee issued on the
ICC a couple of years ago, they sent us a 20-page letter and didn’t
agree with one recommendation we made on railroad safety. Twenty
pages of why we didn’t know what we were talking about and why
the things they were doing were correct. Thank heaven they are not
administering that any more. I don’t think anybody can do a worse
job in administering railroad safety. That is the way it came out, 20

95-908—68——b
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pages of nothing that the railroad people said was true at all—that
the ICC was right. : =

Mr. Taompson, I trust on the tariffs and other regulatory functions
of the agency you have found there has been better cooperation?

Mr. Brooks. Somewhat. We haven’t really finished with them yet.
‘We are just getting started. - A g R SR

Mr. TromesoN. Those are all my queéstions.

‘Mr. Brooks. Mrs. Heckler. =~ R
Mrs. HeoxLer. I have some general questions, Mr. Chairman.
Mr. Brooks. You go right ahead. For the committee’s interest, we

will ask the chairman to have the heads of his various programs give
us a synopsis of those. I think timeéwise we can keep that in mind,
but other than that now would be a good time for you to discuss your
questions with the chairman. i X

Mrs. Heckier. I must say, Mr. Tierney, my questions initially are
prompted by having attended a convention of one of the nationwide
motor carriers. I eavesdropped a little on their conversations and
learned some of their complaints. I would like to mention a few of
them to you. i

The ICC supervises the rates charged by railroads, motor carriers
and water carriers. Have you given any consideration to reducing the
paperwork and the time required in handling the rate changes? Many
of the complaints and criticisms that I heard involved what they con-
sidered excessive paperwork which seems to be generally multiplying.
Have you considered perhaps establishing a block rate whereby car-
riers could have some discretion within a given range without having
to file a rate change with the ICC? ' ,

Mr. Tierney. We have not to my knowledge, Mrs. Heckler. With-
out giving it some thought in depth, conceivably so many factors enter
into our consideration as to whether or not a rate is reasonable or not,
it would be very difficult to arrive at some sort of a block rate of
reasonableness. i

As we administer the act now, there is this area of reasonableness.
We don’t have a situation where a rate is automatically too high at
this level or too low at this level. There is this great level of reason-
ableness on the high side and on the low side to permit competition
within the area. But we have not considered a block rate. ="

The law as administered requires the filing of rates with the Com-
mission. This, as far as rates are concerned, is where the paperwork
is involved. The reason for that law is, of course, to avoid the prob-
lems that occurred way back in the 1880’s which prompted regulation,
that they be open published, and available for everyone to examine.

I might say there is much thought being given now, and T am sure
we will make a lot of progress, to the simplification of rates.

One of our problems is that we have, I forget how many, trillions
of rates on file, many of which are not being used by the carriers at all.

Eventually we hope—and this will take time, cooperation, and
money not only in the rate bureaus of the carriers but the industries
themselves—to cancel some of these rates that are not being used.

Mrs. Heckier, Are you in the process of making changes in this
direction now, or is this in the realm of conversation and speculation %

Mr. TierNEY. This is in the realm of preliminary studies in this area.

Mrs. Heorrer. Is your Commission conducting studies now %
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Mr. TierNey. Right now, on this business of tariff simplication,
there is a study being conducted. The forum being used is the Trans-
portation Association of America in which the Commission, other
Commissions, the Department of Transportation, and industry are
participating. v . Yoy o O :

Mrs. Hecgrer. Is it your opinion that the law, as it presently stands
on the books, is needlessly complicated ? ~ ‘

“ Mr. TiernEY. With reference to

Mrs. Heckrer, Rates.

Mr. TierNEy. To rates? :

Mrs. Hecxrer. Rate change procedures.

Mr. Tierxey. I think the law is very broad with respect to rates.
Complicating the thing, of course, is the fact that so many rates in
many instances are filed and are on file. ;

Mrs. Hrerrer. This actually means that you have a wide area of
discreztion within the Commission to simplify procedures; is that
right?

%\(Ir. Trerney. When you get into the publication of rates, I would
say no. As to the requirement that they all be published and open and
every time a carrier wants to establish a new rate, I don’t think we
have any discretion as to that requirement.

- Mrs. Hecxrer. Beyond the question of the publication of the rates,
concerning the structuring of the rates, if you wish to simplify the
procedures, according to what I interpret as your answer, you have
quite a bit of discretion, or the Commission does, that you could exer-
cise as a matter of your own internal regulation; is that not so?

Mr. TmrNEY. Rates involving carriers that are not under our juris-
diction require a combined effort on the part of not only our Commis-
sion but the CAB and the FMC and industry itself. ,

Mrs. Heckrer. What is the nature of the preliminary study that
you are making in this area? : ,

Mr. TmrNey. The study is directed toward the simplification of
tariffs, and eventually being able to put them on computers.

Mrs. Heoxrer. What steps have you taken to conduct this study ¢
In other words, how are you doing it ?

Mr. TmrxrEy. It is being done now. It is at a preliminary discus-
sion stage, and very preliminary at this particular point. The attempt
is to get everybody together and communicating on it.

Mrs. Heorrer., What is the average time devoted to a rate change
proceeding by the ICC, for example, a motor carrier or rail hearing
or pipeline?

Mr. Tmrxey. We are required under the act generally to dispose
of a case within 7 months.

Mr. CorpIN. Generally the average runs a little less than 7 months,
but if T might just address myself to one other side, Mrs. Heckler,
I think that what the motor carriers you were listening to didn’t point
out was the fact that they published thousands upon thousands of
rates to which there are no protests and they go into effect automati-
cally on the effective date. It is only a small portion of the rates that
are published that are actually protested and suspended and then we
have a formal proceeding on them. .

Mrs. Heckrer. Mr. Chairman, will you furnish for the record sta-
tistics indicating the number of cases or petitions pending before the




32

ICC and the time it takes to dispose of them, or your past history on
disposition of these petitions? Can you give us that information?

Mr. Tierxey. We can do it right now.

Mrs. Hrorrer. Please submit it for the record.

Mr. Tigryey. Surely..

(The information requested follows:)

Total number of cases (including rate cases) ‘on hand Mar. 31,1968 _____-_ 5,207
Average time required for disposition during fiscal year 1967 (months)_.. 8.7

Mr. Tierney. I might say there are roughly 5,200 cases pending
before the Commission now, and our average time in disposing of them
is8 months. : '

Mr. TaomPsoN. Is your caseload increasing ¢

Mr. Trernuy. It has been decreasing for a variety of factors. The
numbers are less, but at the same time the cases are becoming more
complex and difficult.

Mr. TeompsoN. May I ask a question ?

Back in 1940, we in Georgia, of course, were very upset by discrim-
inatory rail rate structures primarily against the South. It would cost
much more to ship a machine item to the North than it would to the
South, and that was taken care of. ;

As T understand it, there is discrimination that takes place with
regard to the division between several rail carriers in the money that
is paid for a shipment. If something originates in Detroit and it is
shipped to Dothan, Ala., for example, and several rail carriers have to
handle it, the southern carriers tell me that they are not receiving a pro
rata portion for the work they are doing. Do you know anything about
this?

Mr. TrerNEY. There is a North-South divisions case pending before
the Commission. I think that is in court now.

Mr. Taompson. Former Governor Sanders of Georgia is the at-
torney in this matter. Why does this exist? What is the rationale for
paying more money to a northern carrier than to a southern carrier?
Tt doesn’t affect the shipper, the shipper can ship for the same price;
it is simply a division of the money between the carriers.

‘What is the rationale on that, sir ?

Mr. TrerneY. Whether or not there is discrimination, of course, in a
case like that is a question of fact. That was the question before the
Comumission in this case. We look at all of these aspects in these cases,
and we come to a conclusion as to what is a fair division. And as in all
these cases where we have East-West or North-South divisions, the car-
riers generally settle these matters themselves as a voluntary matter.
Tf there is a dispute involved, under the act, the Commission has the
authority in effect to decide the case to determine what are fair, reason-
able, and nondiscriminatory divisions.

In these cases we have found that large amounts of money are in-
volved. Irrespective of which way the Commission goes, it is generally
appealed to tﬁe courts.

Mr. TroMmPsoN. Is it your testimony that when your agency becomes
involved in this you attempt to have a distribution of the dollars in-
volved on an equitable basis between the carriers dependent upon the
amount of work they do and the number of miles over which the item
travels on rails?

Mr. Tizrxey. That is correct.
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Mr. THOMPSON. So the argument in this particular case is a question
of fact and not a question of policy? S gyl

Mr. Trerney. Essentially it is a question of fact in this case. There
have been some cases in the past where railroads in extremely pre-
carious financial positions were involved, and that might be taken
into consideration by the Commission, looking at our transportation
system as a whole and the public interest as a whole. I don’t know
whether that was involved in this case ornot.

Mr. Taompson. Do you at any time dictate to the various carriers
the percentage that each carrier is going to have when an item is trans-
ferred from one carrier to another and it covers a long distance?

Mr. Trerxey. No, sir. The only time we would get into a situation
like that is in a divisions case where the carriers are unable to agree
and they come to the Commission and ask us to settle the dispute.

Mrs. Hrcrrer. Mr. Tierney, regarding your field offices, what per-
centage of your total manpower 1s located in the field offices? What
are their functions and has any consideration been given to consolidat-
ing them, to controlling more functions from Washington? In other
words, is there any way to cut down on the paperwork and the man-
power requirements in the field office activities or do you feel that that
1s one of the more efficient operations or most efficient operations of
your total department?

Mr. Trerney. I will ask Mr. Schmid to get the figures on that. Gen-
erally speaking, I think our field organization is an efficient opera-
tion. We have had several reorganizations in the field for various rea-
sons to make it an efficient operation, to improve management in the
field. We reorganized in 1963 in that area and set up regional man-
agers. We have reduced the number of field offices continuously since
that time. Much of the reduction recently was attributable to the
transfer of our safety work over to the Department of Transporta-
tion. With that many people gone we couldn’t justify the number of
offices we had, so we reduced them from seven to six. ,

But generally speaking, our field complement now is just as low as
it possibly can be for us to carry out our responsibility.

Mrs. Heckrer. How much of the time and resources of the Commis-
sion are devoted to tariff questions?

Mr. Tmrxey. I just can’t answer that question. I don’t know
whether we have a breakdown of figures on that. 4

Mrs. Heckrer. Does the personnel of the department which inter-
prets and supervises tariff i3 4

Mpr. TmerNey. That is our Bureau of Traffic Personnel——

Mr. ScaMmiIp. 2,500.

Mr. TierNEY. 2,500.

Mr. Scamip. The total cost of that Bureau which deals mostly with
tariffs is $2,390,000.

Incidentally, in response to your earlier question, we have approxi-
mately 550 people in the field and about 1,300 here in Washington.

Mr. Brooxks. They testified earlier they have 1,840 onboard.

Mzrs. Hecgrer. In Washington ¢

Mzr. Brooks. No, total.

Mr. ScaMip. About 1,300 of them are in Washington.

Mrs. HeckLEr. I just have one other question.
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Regarding rail mergers, what measures has the ICC been able to
take or is considering or taking at the present time to reduce the time
and effort involved in the handling of a rail merger? It seems that
the delays go on indefinitely.

- Mr. TrerNEY. Mergers do take considerable time. We are using every

effort we Eossibly can, at the same time retaining due process. This
is where the problem is, Mrs. Heckler. But what we are doing more
and more now is applying special staff groups to particular merger
cases with the idea of assisting, for example, the hearing examiners,
making sure they have enough staff, using our economic experts, our
accounting experts to assist them in the analysis of the information.

The major merger cases are assigned to individual commissioners—
this is recent, within the last year or two—for administrative control,
to be sure that time schedules are kept as closely as they can, that there
are no unusual delays.

We hope to improve as we go along to the extent that we can, within
the Commission, conclude the cases as expeditiously as we can. Of
course, after it gets out of the: Commission, much of the delay is.at-
tributable to actions in the courts. I think in practically all of these
cases, they eventually end up in the court somewhere because so much
is involved and they have a tremendous impact on the economy.

Mrs. Heckrer. Thank you. ,

M-r. Brooxks. Thank you very much, Mrs. Heckler.

PART 2. PROGRAM REVIEW

Now, Mr. Chairman, turning to the program breakdown, I would
appreciate a brief explanation of what each of the programs is and,
briefly, how it is performed. You have four programs. We have al-
ready covered general support.

Mr. Trerney. That is correct, sir.

Mr. Brooks. You may want to call on the people who run those
programs and give us about 4 or 5 minutes on each one.

A. PROGRAM CATEGORY 1—REGULATION OF CARRIER RATES, PRACTICES,
OPERATING AUTHORITIES, AND FINANCE

Mr. Tierney. We will start with activity 1, regulation of carrier
rates, practices, et cetera.

Mr. Brooks. That is exhibit F, and it is your program category 1.
Without objection, I will put exhibit F' in the record.

(Exhibit F follows:)
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Exnmrr F—Facr SHEET-‘-—REGULATION OF CARRIER RATES, Pmc'rmms, OPERATING
'Amnom'rms, AND FINANOE

DEPARTMENT OR AGENCY PROGRA SUBPROGRAM
Regu.latlon of Carrier Rates
100 Icc Practices, Operating Authobitie

CODE CODE and: F:Lnance ' CODE

B

200

4 ANALYSIS AND CONTROL CODES
300

100 o FISCAL YEAR 1968

Unobligated Apsropriation or Current | ' Total © Total Obligated
Carryover " Year Request Lo 2 Avmlabley or Expended

500 “In house” inputs
510 | Personnel: ‘
511 |- Comp. . 8,443,000
512'| = Benefits T ; 631,000
513 Travel . P | 171.000
520 | Expenses: -
521 C icati ; . 82,000
522 Transportation | .
523 | Printing 3,000
624

Supplies and Consum- ER

able Materials 319,000
-530 | Capital Equipment » : . - 22,000
540 | Land and Structures X !
541 Additional Investment
542 Rents s

550 | Total . 2 9,671,000

S

-600 Funds distributed
610 | Contracts

620 | Grants

630 | Loans

640 | Benefits

650 | Other

660 | Total

700 | Total

Prior Fiscal
Year

800 Input-output ratio
810 | 1. Input

811 | 1. Output

-820 | 2. Input

‘821 | 2. Output

830 | 3. Input

-831 | 3. Output

840 | 4. Input

841 | 4. Output y

850 | 5. Input B
851 | 5. Output v
860 | 6. Input
861 | 6. Output
870 | 7. Input
871 | 7. Output
880 | 8. Input
881 | 8. Output

rinted for use of House ment Activities Subcommittee, Chairman Jack Bronlu | 80-641~h  GPO
1/PAnt1c1pates § ,000 proposed supplemental appropriationfor pay increa,ses authorized
by P.L. 90-206 s.nd the release of $317,000 reserve required by P.L. 90-218.



, PROGRAM No. 1—REGIILATION OF CARBH:&RATE»S‘,; PRACTICES, OPERATING
AUTHORITIES, AND HINANCE

(@) The statutory authority for the program is the Interstate Commerce Act
and related acts (49°U.8.C. 1, et seq.). , K

(b); The princ@pal function of this activity is the processing to decision of all
formal and certain infgrmal proceedings arising or initiated under the provisions
of the abovp acts dealing with the activities of rail, motor, and water carriers,
brokersi frelght_ forwarders, and pipelines. Most of these proceedings are initiated
by carriers, shippers, associations, and other interested persons by the filing of
various types of pleadings,_ including applications, complaints, petitions, tariffs,
and protests. Others are initiated by the Commission on its.own motion and in-
clude investigations and rulemaking proceedings.

Most of .the less important proceedings are decided initially by boards of em-
ployees, with the right of the parties to appeal to a division of the Commission.
The cases of General Transportation importance or of major importance are de-
cided by the entire Commission or by one of the three divisions.

During the fiscal year ending June 30, 1967, the Commission disposed of 20,932
formal and informal proceedings in this activity. The number of persons engaged
in the program total 732, with a budget allocation of $9,671,000. ‘

This program constitutes the backbone of the Commission’s economic regula-
tory program; it is administered within the framework of the national trans-
portation policy, all to the end of developing, coordinating, and preserving a na-
tional 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 the national defense. ' .

The growing economy constantly demands increased transportation services.
Public and private transportation requirements are met by the institution of new
services or by extensions, realinements, or consolidations of the old ones. Con-
tinued economic regulation by the Commission is essential to the maintenance
and growth of our existing transportation system-—a system owned by private
management operated at a profit and which pays huge taxes. Such. regulation,
of course, must be sufficiently flexible to respond to changing conditions, to ad-
vancing technology, and to the shifting requirements of commerce as it adapts to
the social and productive needs of the American people.

(¢) The person primarily in charge of this program at the staff operating
level is Mr. Bertram E. Stillwell, Director, Office of Proceedings.

Mr. Tierney. If T might start with the Director of the Office of
Proceedings, Mr. Chairman, Mr. Betram Stillwell. )

Mr. Stillwell i here, and he will explain very briefly the operations
of this area. ) )

Mr. Brooxs. Let me ask Mr. Cheseldine a couple of questions while
Mr. Stillwell is getting organized. He is associated with you in your
shop ?

Mr., StitwerL. He is the Chief Examiner in the Section of Hear-
mngs. : ’

Mr. Broors. A year or so ago, Mr. Chairman and Mr. Cheseldine,
the subcommittee reviewed the transcript in the Southern Grain case
and, as T recall, the transcript alone was some 35,000 pages. This, of
course, was an extreme case, an extreme example. But a review of other
ICC proceedings suggests the possibility that these ICC hearing ex-
aminers admit almost all exhibits that are offered and permit cross-
examination to continue ad infinitum. It just goes on and on-and on.
There are some people, hearing experts, who feel that the hearing ex-
aminers, in effect, lose control of the proceedings with the result that
the hearings go on for months and the decisions in the cases are sub-
jected to pretty extensive delays, and they are expensive for people,
for litigants.

Mr. Cueserpive. Admitting what you say, generally, T have to say
this in the grain case. Examiner Boisseree is one of our most expe-
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rienced examiners. If there was any delay or extension in that, it was
not his fault but the parties involved. _

 We had a recent extensive P.C. & N. case involving more than
10,000 pages of testimony seeking motor carrier authority out of the
Southeast into the Southwest. That case took almost a year to hear
with hiatuses between sessions, and we had two of the most efficient
examiners that we have on the staff on that case, but it took a year
to hear. But they had to hear a thousand witnesses.

We always hear of complaints that we don’t control, but the minute
that we keep something out, then, we have the problem of we don’t
afford the parties due process of law.

Mr. Brooks. Surely 35,000 pages of testimony is not necessary to
make a decision. How much of that is really pertinent to what the
examiner and what the Commission is later going to act on? I just
cannot conceive of there being 35,000 pages of pertinent information
on a decision of the type that was finally rendered.

Mr. Creserprne. The fact about what is brought into the record is
not the examiner’s fault. He can’t keep stuff out that he doesn’t know
what it is about. Don’t for%et'this, we have the most astute lawyers
in the country presenting these cases, and as Judge Friendly said in
one of his reports in the New York Central-Pennsylvania Railroad
merser—it was one of the intermediate reports on the appeal before
the Supreme Court—and he delved into 25 pages of argument of the
parties and characterized the whole thing as merely jockeying for
position. That is what goes on. '

Tt is what is going on in the Rock Island merger case which has
been going on for over a year.

Mr. Brooxs. Don’t you think there ought to be some consideration
given to not allowing, in effect, dilatory practices? They are just
killing time and they make a fair decision more difficult. They obscure
the facts by this mass of information which not many people are going
to read and even fewer are going to understand.

I am just wondering if t%ere might not be some way—jyou are the
chief hearing examiner, you have been in this for a long time—if there
might not be some way of changing this pattern of 10,000, 15,000,
20,000 pages of testimony and hearings that really are pretty much
your just being tolerant.

Can’t the examiner limit the amount of that material that can be
put in the record? Mr. Tierney is not going to read it all.

~ Mr. CueseLpiNe. We have been doing what we can, Mr. Chairman.
I don’t know how the testimony in the grain case was, but I know
about these Southwestern cases. All the direct testimony or practically
all of it was put in through written statements, and this hearing was
set on the basis of cross examination.

We tried to cut it down this way. How can an examiner say when
things become cumulative if we are dealing with operating rights that
are up in the millions ? If you say, “Cut it off, you have put in enough,”
then we deny the application, they come right back and say we
shouldn’t have told them to quit.

~ Mr. Brooks. Federal judges have that feeling and they do it. T would
think that examiners would not be jeopardizing their position if they
accepted it for consideration, but don’t make it a part of that big
record if you have 14 statements saying ‘essentially the same thing.

95-908—68——6
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I do this on occasion here. You have difficulties occasionally be-
tween Members of Congress and witnesses when we are giving them a
bad time. In those kinds'of circumstances, sometimes those people bring
n a big book and they want to put it in the record. I tell them‘we will
appreciate that for the committee, we graciously take it; put it in a
nice area where it can be considered at leisure. T don’t print that as
a part of the record because some third party might want to look at it.

If it is that thick and has this much of one viewpoint, one posi-
tion, you will never get through it. I think it makes for a more ob-
jective hearing, for a fairer presentation of the facts, if they are in
such shape that people—not just the members of the committee that
are directly concerned or the members of your organization—but some
third party can look at it and it makes sense. If it is 85,000 pages, you
haVelcréated a beautiful document that has no usefulness to very many
people. B : ‘ :

I wish you would consider that. I just cannot believe that the public
interest is necessarily served by allowing everybody in the world to fill
up a record that really obscures the facts and makes more difficult a

‘real evaluation of the varying viewpoints, presentations and issues of
a’ given case. : : ‘ »

~ Mr. CrzserpiNg. I quite agree with you, sir, but I do again say that
we are dealing with laywers that are interested in the delay, in con-
stant delay and waiting for the best opportunity for them to present
their situation, ‘ : : :
-~ Mr. Brooks. I would hope that the Commission would consider that.
It might be——- o Pl '

- Mr. Stiznwern. If I may, Mr. Chairman, Mr. Cheseldine has only
dealt with some of these big cases, but we do have many procedures for
modified procedure in the handling of cases with special procedures,
by special orders; which the parties reduce their evidence to writing.

I would like to ask Mr. Cheseldine to expand on that. He is the ex-
pert in the field. P : ' :

Mr. TrompsoN: I would imagine any time you could have agree-
ment between the:parties they could stipulate how these matters would
be handled. C S : =

- Basically, what you are saying is that one party would not agree
to a stipulation and he wants to get it in the record primarily as a
method of delaying the proceedings. And this is his purpose and
intent. ; : , : : .

If this is his purpose and intent, Mr. Chairman, I think you are
absolutely right, that something should be done to put a stop to it,
because it does.clutter up the record and it is difficult for an observer,
a casual observer, whether he be a Member of Congress—

Mr. Brooks. Or a small litigant but a party in interest. -

Mr. Tromeson. That is right. ~

Mr. CuEsELpINE. In the case you have been referring to there was
it_lot of money involved, and they are going to fight it right down the

ine. -~ s :

If we don’t hear it, they are going to court and it will be thrown
back at us. That is what our problem is. You can’t throw things out
you don’t know about.:

. Mr. Brooks. You know that old saying, “Justice delayed is justice
denied,” and it certainly delays alot of it. ]
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Mr. CueserpiNg. T have been criticized by the Civil Service Com-
mission for keeping my records down to a point that some people
argued that I have already made up my mind and kept the record
that way for that reason. LRl e e

‘Mr. Brooxs. I wouldn’t worry about that. Was your decision the

VIr. Carserpine. As far as T am concerned,

Mr. Brooks. You just saved a lot of money and a lot of bother. I
would be more worried about the rightness of my decision than the
rightness of letting everybody fill up the record so that nobody could
question that decision. ‘ g ; o e

Mr. Crarserpine. Mr. Stillwell and I have both preached this at
various conventions. They take it, they think it is nice, and they go
back to their old practices. R B SIS

‘Mr. Brooxs. I think you should consider the possivbilitl};\'()f recom- -
mendations that would make it more practical to prepare these records
and to hear these cases. e CREGE e DI

Mr. Curserpine. We have just put a new procedure into effect in
the last 6 or 7 months. We are faced with a lot of what we call shotgun
applications. ' = . SR N

‘We now require the applicant to disclose his entire testimony in
advance so that we can go to the hearing, hear those witness on cross-
examination, hear the protestants and wrap the thing up in one hear-

“ing rather than having two or three. N L

Mr. Broors. Of course, I don’t think that you as examiners are

~ totally helpless when you have a hearing. You know, if I were a
hearing examiner, I don’t care how many million dollars were at
stake, and the lawyers for one side or the other kept loading up-that
record, they would be jeopardizing my good nature. T

I think that there 1s a way to get their attention. It is like telling
them that anybody can do it in 50 pages, but it takes somebody with
brains to do 1t in one! Just say, “Counselor, I know you are well in-
formed because you are surely well paid, and maybe your client would
encourage you to condense and capsule your comments into 10 or 20
pages instead of 10,000.” This is the kind of comment that might get
their attention. They would be trying to appeal that decision just as
soon as I rendered it, and it wouldn’t be taking me a whole lot of
tlme. 3 i ER PR * ‘“’ el H R

I would be guilty, perhaps, of what you might have been accused.
If they insist on just loading you up, tell them you won’t allow it. I
don’t let agencies do that. We have some agencies that come in and
bring big stacks of stuff, and they want to read page after page. Just
stop them. - ebs iyt pon gy St

Mr. Curserpine. I don’t say that the whole staff is perfect, I don’t
mean that. I don’t say I am perfect. We are trying to do a job. We
have some awfully tough cases involving a lot of money.

We also have a lot of small cases, and you can see from our produc-
tion that we are getting them out. We are trying to improve our pro-
cedures, but for everything we think of, the lawyers séem to think of

something to offset it. ‘ e : ;
We changed the application form; we have changed procedures.
We have done almost everything. But they are one step ahead of us.
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We just got instructions the other day to revise the rules again. We
have changed them twice or three times in the last 7 years. 'ﬁhey still
try to get around them or have some excuse. Even the matter of post-
ponement of hearings has gotten to the point where they know the
one good reason that they have is somebody is sick. . « ,

So somebody has got to get sick. You know you can get a doctor’s
certificate for $5 or $10, so that doesn’t do us much good.

Mr. Brooxs. Mr. Stillwell. . '

Mr. Strwerr, The activities which the Office of Proceedings is en- -
gaged in consist generally of processing to decision all the formal
cases and many of the informal cases of the Commission. They include
applications for motor carrier operating rights, applications for water
carrier operating rights, rate changes, temporary authorities of vari-
ous kinds, and so forth. We do have a little jurisdiction of the rates
of pipelines. : : ; ‘

It is a big operation. It involves a large number of people. Included
in the operation, of course, are the Commissioners and their staff, the
staff of the Office of Proceedings, and the support staffs that are in
the Bureau of Traffic and the Bureau of Accounts.

The Commission has no control for the most part over the number
of proceedings which they are called upon to handle. Most of the pro-
ceedings are initiated by the carriers or by the shippers or by other
people who are interested in some phase of our transportation
activities.

We have no alternative but to process them and process them in the
best way we can and in the fastest way we can. So we have set up an
organization which we feel is very efficient.

The cases of major importance, general transportation importance,
are decided at the Commission or the division level, -
~ All the other cases which we call of minor and lesser importance

re handled by review boards or decisional boards of employees. That
includes the rate changes which are first handled by the Board of Sus-
pension. It includes temporary authorities for motor carriers. It in-
{;)ludes decisions in all the areas in which we operate by five review
oards. ;

All the board actions are subject to an appeal. Any decision of our
employee boards may be appealed to the appropriate division of the
Commission, so we are able, through the employee board system, to
move the cases at a fast pace and give a quick decision, and at the
same time, preserve to them the right of appeal to the division or the
Commission. ‘ : ‘

_The cases come in very fast. We have big cases. We have small ones.
We have a case which may involve a request for motor carrier au-
thority that is unopposed. We can handle that very promptly. We
use nothing but an order granting or denying it. That decision is made
by an employee board. : ; ' .

- Mr. Brooks. Mr. Stillwell, could we give you the right to revise
and extend your comments ? i : ‘
- Mr. Strunwerr. Yes, sir. ;

Mr. Brooxs. At this point maybe we had better move on if we are
going to hear from the other program directors, Mr. Chairman. Would
you include, Mr. Stillwell, the number of personnel in your particular
operations? : A

Mr; Strerwerr. Yes, sir. There are 732.
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B. PROGRAM CATEGORY 2-——COMPLIANCE

- Mr. Trerxey. We are down to- eomphance. M. Robert Pfahler, Dl-
rector of our Bureau f‘Operatlons. o

Mr. Brooks. Before you “proceed, T would put in Exhlblt G and
‘exhibits H and I at the- approprmte pomts. i
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- (Exhibit G- follows )
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PROGEAM No. 2-—00M1>L1ANCE

a. The statutory authonty for ‘this program is the Interstate Commerce Act
and related acts (49 U:S.C. secs. 1, et seq,) and the Commission’s :regulations
(49 CFR 1000, et seq.).

b, The compliance program of the. Oommissmn is basically a field orlented pro-
‘gram. In addition to the effort to detect unauthorized, illegal operators, the field
staff members make compliance surveys:on the propernes of 'the ‘regulated
carriers to assure that they are in compliance with the provisions of the law
and our regulations, and with their published tariffs. Where noncompliance is
uncovered in the course of compliance surveys, the findings are handled ad-
ministratively for correction or further 1nvestigation is conducted with a view
toward formal action before the Commission or in the Federal courts.

Complaints are received from shippers, other carriers, State regulatory bodies,
and the general public alleging violations of ‘the laws or regulations. These

_ allegations are investigated and handled for administrative correction ; or where
flagrant or continuing, become the subjeet of prosecution in the courts or pro-
ceedings before the Commission.

Substantial information is developed ‘concerning violations of the law and
regulations during our compliance surveys and complaint handling. Where viola-
~tions are discovered, they are then assigned for thorough field invesngatlons
directed toward determmmg the ‘degree of noncompliance by the carrier, and
in some instances by the shipper. In the course of these investigations, persons
are interviewed and evidence secured for consideration for formal legal en-
forcement action. The results of these investigations are then handled by the
Commission’s enforcement attorney staff and become the basis of civil or crim-
inal proceedings in the Federal courts or are made the subject of a formal
Commission proceeding.

Punishment and elimination of unlawful acts aids the public by removal of
unfair competition and fosters a sound transport system.

The compliance program also includes the administration of the car service
provisions of the act, and the Commission’s agents in the field assure that there
is equitable distribution and efficient use of the national rail car fleet..

‘Our compliance staff polices approximately 19,000 licensed motor carriers and
brokers of passengers and property, ranging from small carriers with only a
few vehicles operating from one or two terminals, to large carriers operating
several thousand pieces of equipment in numerous States and utilizing hundreds
of terminals; about 558 rail carriers operating over 26,000 stations and yards
encompassing a car fleet of more than 134 million frieght cars; 230 water carriers

operatmg in coastal and inland waters serv1ce and 89 frelght forwarders with

extensive operations.

The compliance program objectives for ﬁscal year 1968 are 10 530 compliance
surveys, 3,661 initial investigations resulting from complaints or leads supplied
by State agencies, and 1,109 final investigations instituted with a view toward
formal enforcement actlon It is anticipated that the mvestlgatlve activities will
result in the conclusion of 815 cases through prosecution in the courts or by pre-
litigation settlements of civil forfeiture claims plus about 200 formal Commis-
sion proceedings. -

‘. The investigatory portion of the compliance program is directed by Mr. Rob-
ert D. Pfahler, Director, Bureau of Operations; and the formal legal enforce-
ment activities are headed by Mr. Bernard A. Gould, Director, Bureau of En—
forcement.

Mr. Pramreg. The compliance program is primarily a field program

which might be related to the activities of a police department or the
office of a prosecuting attorney. We are the compliance or enforcement
sranch of the Commission to make sure that the law, the Interstate
Commerce Act and the related acts, and the Commission’s regulatlons
are complied with by the carriers and the shippers.

“We are the eyes and ears of the Commissioners in the field so that
they know what the carriers are doing. We detect completely unau-
thorized and 111egal operators, and we make compliance surveys on the
regulated carriers on their pr gertles to assure that they are in com-

hamce with the Interstate Commerce Act and w1th the related
regulations.
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These activities are primarily educational and aimed at voluntary
compliance, but as we pick up willful violations in the course of our
regular compliance surveys, evidence leading toward prosecution is
obtained. =~ - o : R whe o

The findings normally are handled administratively for correction
or where further investigations is necessary it is conducted with a view
of action before the Commission or in the Federal courts. We receive
complaints from shippers, other carriers, State regulatory bodies, and
the general public al{)eg'ng violations of the law. BT

“Where these allegations are made, they are investigated and han-
dled for administrative correction. Where they are flagrant or con-
tinuing, they become the subject of prosection in courts or proceedings
before the C}:)mmissio'n. : ‘ o

We develop substantial information concerning violations, and
where these are discovered they are assigned for thorough field in-
vestigations directed toward determining the degree of noncom-
pliance by the carrier and in some instances%y the shipper. :

In the course of these investigations we interview people and get
evidence for consideration of formal legal enforcement actions. The
results of these investigations are then handled by the Commission’s
enforcement attorneys and become the basis of civil and criminal pro-
ceedings in the Federal courts or are made the subject of a formal
Commission proceeding. L :
~ Mr. Tuomeson. If t%ere are criminal proceedings, is this handled
by your staff of attorneys or by the Attorney General’s Office? ~
- "Mr. Prarrer. We take it through preparing the pleadings, develop-
ing the evidence and then it is turned over to the U.S. attorney, sir.

‘Mr. Taompson. Is this true in a civil case? :

Mr, Pramrer. We use the civil forfeiture procedure partially. In
some cases we have to go to court. Our compliance program also
includes the administration of the car service provisions of the act.
The Commission’s agents in the field assure that there is equitable
distribution and efficient use of the national railcar fleet. Cou g

Our compliance staff polices approximately 19,000 licensed motor
carriers and brokers of passengers and property, ranging from small
carriers with only a few vehicles operating from one or two terminals,
to large carriers operating several thousand pieces of equipment in
numerous States and utilizing hundreds of terminals; about 558 rail
carriers operating over 26,000 stations and yards encompassing a car
fleet of more than 184 million freight cars; 230 water carriers oper-
ating in coastal and inland water service; and 89 freight forwarders
with extensive operations. : : g S

- The compliance program objectives for fiscal year 1968 are 10,530
compliance surveys; 3,661 initial investigations resulting from com-
plaints or leads supplied by State agencies; and 1,109 final investiga-
tions instituted with a view toward formal enforcement action. =
- Tt is anticipated that the investigative activities will result in the
conclusion of 815 cases through prosecution in the courts or bv pre-
litigation settlements of civil forfeiture claims plus about 200 formal
Commission proceedings. - v ' S

- Mr. Brooxs. Would you give us for the record examples of the type
cases you have against the various types of carriers with which you
are dealing? ; 5 ey
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.~ Mr. Prauizr. I would be (c%'ad’td, sir. LR T AT s
_ (Information to be furnished by the Commission follows<) < =

The compliance program is directed chiefly toward promoting the.following
domestic surface transportation concepts and objectives: adequate, economical,
and efficient transportation service’; sound economic conditions in transportation;
reasonable charges’; prevention of unjust diserimirations, undue preferences:or
‘advantages; andi unfair or destructive competitive practices; and.a transporta-
tion system adequate to meet vital national needs. S DT

In order to achieve these opjectives, our-staff in the field conduets a number of
types of investigations. One of the major investigatory processes is'the dompli-
ance survey, aimed’ toward assuring.compliance by those carrierst whose opera-
tions are within the jurisdiction of the Commission. Compliance surveys.gre con-
ducted in ‘all areas of the carriers’ economic. operations, whether the, carrier be
rail, motor, water, or freight forwarder. In conducting th'ese.‘cqmpl‘iarﬁlcefsurvéys,
onr staff members physically visit carrier property to examine it§ ‘récords, in-
¢luding accounts, ledgers and journals, bills'of lading-and freight bills,’ and
‘tariff charges. When discrepancies or violations are discovered, they are dis-
cussed with carrier officials; and an attempt’ is made to obtain voluyntary: com-
pliance. In the event of flagrant, intentional, or continuing violations, the matter
will be further investigated, documented, and prepared for enforeement action,

either in the courts or in a proceeding before the Commission. Exaniples of viola-

tions -digelosed by compliance surveys consist of operating beyond:the scope of
authority, extending credit beyond. authorized limits, failure to timely handle
c.o.d. remittances, rate and tariff violations, and the granting of concessions or
rebates. Compliance.surveys are initiated by the Commission’s staff'and are madé
periodically. LU s e i

‘While compliance surveys are generally utilized to determine general compli-
ance of carriers authorized by the Commission, road checks conducted at- ports
of entry, State weighing scales, or along major routes of commerce, with the
assistance of the State enforcement agencies, are utilized to determine compli-
ance by all motor carriers, whether authorized by the Commission or pur-
portedly operating tunder an exemption or in private carriage. The purpose of
the road check is to physically examine a commercial vehicle’s 1ading being trans-
ported in interstate commerce and the bills of lading and other. documents
carried on the vehicle. Examples of violations and questionable operations devel-
oped through the road-check program would be clear-cut and undisguised opera-
tions without any authority ; misdescription of freight ; improper lease and inter-
change of vehicles by or between carriers; and unauthorized: operations per-
formed by means of questionable shipper leasing, buy and. sell arrangements,
agricultural cooperative associations, and shipper associations. -

In addition to the above means for detecting pogsible unlawful operations,
another source of such information is through complaints filed with the Commis-
sion by carriers, public regulatory agencies, and the general public. Upon re-
ceipt of complaint from these sources, generally an initial investigation is under-
taken when the complaint covers an apparent violation of the law or a Com-
mission regulation. When this investigation is undertaken, it may be physically
‘conducted at a earrier’s headquarters, at terminals or yards, or at-a ‘shipper"s
.place of business. Those complaints received which cover matters not subject to
our jurisdiction, such as intrastate shipments or adjudication of claims for loss
and damage, are handled administratively by personal contact or correspondence
with the carrier involved in an effort to informally resolve the cause of com-
plaint. Advice is also given to the complainant as to other appropriate channels
through which he might secure relief. = ) )

From the information developed through the summary investigations outlined
above, a determination is made as to whether a more intensive investigation
looking toward enforcement action, is warranted. There are a number of yardi
sticks used by the imvestigating and enforcement staff to determine whether a
complete investigation is appropriate. Generally before a final investigation is
undertaken, the possibility of complete adjustment through administrative han-
dling is ruled out. Violations may be flagrant and continuing. The respondent
or respondents may have knowledge as to their unlawful activities but may,
nevertheless, be unwilling voluntarily to comply or feel that further determina:
tion of the status of their operations in light of regulations should be tested in
the courts or before the Commission. )

The final investigation requires the utmost skillfulness and diligence on the
part of the investigator. Many of the schemes and devices used by unlawful or

s
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questionable carrier operators have become extremely sophisticated and are
designed expertly to convey an appearance of legality. It is the investigator con-
‘ducting a final investigation, then, who must dig ‘beneath: the surface of a ques-
tionable operation and from the evidence uncovered apply .the basic criteria
which have been developed through court and Commission proceedings and
present these facts to the ‘Commission’s enforcement staff. The subterfuges used
‘are varied. However, one scheme’ commonly used is referred to as a buy-and-sell
arrangement, whereby a trucking operator alleges that he:is the owner of the
commodity being transported by the use of fictitious documents to indicate such
ownership, when, in fact, the only profit to be realized from the transaction is
‘compensation for transportation. To assist the Commission indealing with the
buy-and-sell problem, Congress, in 1958; incorporated the primary:business test
into section 208 (¢) of the Interstate Commerce Act. . ¥
Another: example is a subterfuge employed between the owner of trucking
equipment and a shipper, whereby the trucker purportedly leases his equipment
to the shipper to be used in private carriage. Thé lease, on its face, appears
valid. However, the investigation frequently teveals that the shipper actually
keeps two sets of records. One set is fictitious and is designed to indicate the
arrangement to be lawful. However, the second set of records reveals that:the
- truck owners were performing a for-hire transportation service.identical to
other common carriers. Lt
~ An example of a railroad granting substantial monetary concessions from its
published, tariff rates involves the transportation of carload shipments of mixed
merchandise for freight forwarders. The offense consists of the acceptance and
immediate transportation by the railroad of individual cars containing freight
forwarder shipments on each of several days during a week, and then consolidat-
ing seven to10 cars of such shipments on a single shipping document at the end
of the week for billing at the lower “battery shipment” freight rate. The carriers’
tariffs normally require that all cars: constituting a shipment be tendered for
transportation on the same day in order to qualify for the “battery shipment”
rate. : Y
Many of the schemes and devices used by truck operators are devised in an
attempt to take advantage of exemptions contained in part II of the Interstate
Commerce Act. One such: exemption is-contained in section 203(b) (5). This
allows a bona fide farm cooperative to engage in transportation on a limited
basis for its members and some nonmembers without obtaining operating author-
ity from the Commission. An example of this type of arrangement is where a
truck operator, holding no operating authority from the Commission, organizes
a cooperative by ‘obtaining permission from'a number of farmers to use their
names in the formation of the cooperative. The truck operator then provides
* transportation services. to shippers under the claimed exemption. In many
instances ‘the farmers hever receive any benefit from the association.
~The above are but a few of the types of methods utilized by truck operators
4nd shippers to circumvent the requirements of the Interstate Commerce Act and
the rules and regulations promulgated by the Commission. Often time-consuming
and extensive investigations are required to obtain the necessary evidence to
undertake enforcement action. This requires that an investigator locate the
critical documents to support enforcement action at the carrier’s or shipper’s
place of business or elsewhere. Often it is necessary to locate and question
witnesses and secure statements, which, when pieced together with other docu-
mented evidence, reveal the true nature of the  transportation operations being
conducted. it ' ;
“Ag the modus operandi of the questionable and unlawful carriér becomes more
sophisticated, there has been a reciprocal responsiveness on the part of the Com-
mission’s staff. Their skill and the time given over to enforcement work have had
to increase as the schemes and ‘devices have become more complicated. The 'ex-
panded efforts of the Commission in its compliance role have achieved consider-
able success. As an example, a recent series of cases ‘concluded in U.S. district
courts involved carrier payments to sugar receivers for alleged split delivery cart-
age service which was paid for but not performed. The rebates involved in this
illegal scheme amounted to over a half million dollars, and the investigation .
covered a period of about 2 years. Fines totalling in excess of $450,000 were im-
posed against several rail and water carriers, sugar dealers, and cartage opera-
tors. Another recent case required about 2 months of investigation and concerned
the failure of a rail carrier in the State of Washington to assess demurrage in
accordance with the tariff’s rules. This case resulted in fines totaling $90,000
against the shipper (a large steel company) and the carrier.
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- Mr. Brooxs. How many people did you say were involved in your
program? Gy ; 2 v
Mr. Prauver. About 500. s ) G =

Mr. Brooxs. Of that 500 employed in your total enforcement opera-

 tion, how many investigators do you have in the field?

. Mr. Prancer. There are 48 who are investigators as such, although
the transportation technicians, of which we have 182, do some investi-
gative work as part of their regular duties. ST
- Mr. Broors. Our very able Republican counsel, Mr. Copenhaver,
who has been studying other hearings, estimates you have 526—111
in Washington and 415 in the field—and a percentage of those who
would be investigators would be across the board ; some would be here
and some would be in the field, correct? =~ :

Mr. Pranrer. We have only one investigator in Washington ; 47 in-
vestigators in the field. : :

Mr. Brooks. Thank you, sir.

Mr. Chairman. :

- C. PROGRAM CATEGORY S—SUPERVISION AND ANALYSIS OF CARRIER
. ACCOUNTING AND STATISTICS

Mr. Trervey. Next, Mr. Paolo, supervision and analysis of carrier
accounting and statistics. - - :

Mr. Brooxs. You are in the Bureau of Economics?

Mpr. Paot.o. Bureau of Accounts. ; ’

Mr. Scam. Both the Bureau of Economics and the Bureau of Ac-

counts are part of thisactivity. =~ . «

Mzr. Brooks. That is where he was identified here, as the Bureau of
Economics. e

(Exhibit H follows :)

- PROGRAM NO. 3.-—SUPERVISION AND ANALYSIS OF CARRIER ACCOUNTING
! : AND STATISTICS ; i

. (a) The statutory authority for this program is the Interstate Commerce Act
and related acts (49 U.S.C. sec. 1, et seq.). - i : i

(b) The principal functions relating to the supervision and analysis of car-
rier accounting and statistics consist of (1) ‘developing, interpreting, and keep-
ing up-to-date uniform systems of accounts prescribed for the several modes of
transportation subject to the Commission’s jurisdiction. There are 11 different
Aaccounting systems involved ; (2) prescribing accounting and statistical report-
ing requirements of annual and periodical reports; (3) examining the accounts,
records, reports, and financial statements of carriers to assure compliance with
the accounting and reporting regulations; (4) compiling and publishing trans-
‘portation, financial, and operating statistics; (5) performing work necessary for
the finding of value of pipeline carrier property for ratemaking purposes; and
(6) performing economic, mathematical, statistical, and related analytical work
necessary to fulfill important aspects of . the Commission’s . regulatory
responsibilities. i ! > - .

Our accounting, reporting, and auditing activities are designed to insure unj-
formity in the application of carriers’ accounting practices and accuracy in their
results. This is essential so that the financial and statistical reports filed with
the Commission are accurate and reflect factual financial and operating condi-
~ tions. The benefits derived from these activities are ' many. The Commission relies
on the accuracy of the statements, reports, and Commission compiled statistical
publications in carrying out its many regulatory functions, including _merger
proceedings, rate proceedings, and other areas of responsibility. The public, in-
cluding stockholders, ratepayers, and financial institutions, also depends upon
the reliability of Commission published statements, the accuracy of which ig
essential to maintain the continuous integrity of reported data.

/
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Exuisir H—FAcT SHEET—SUPERVISION OF CARRIER ACCOUNTING AND STATISTIOS—
“i+ " .. INTERSTATE COMMERCE: COMMISSION . = == & ¢

: FAMM‘ENT ORIAGENGY SP&poéJii'\\r%sion and Analysis of SUBEROORAN,
100 IcC : Carrier Accounting & Statistics Lt
CODE CODE CODE
200 ;
ANALYSIS AND CONTROL CODES
300 ;
r FISCAL YEAR 1968 =
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510 | P 1 : by — >
511 |  Comp: : b 2,351,000
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518 Travel § . . : L 1hoa00
520 | Expenses: < N B
521 | Communications 2 R . 29000
522 | Transportation . : R 2000
523 Printing . : E o0 17,000
524 | Supplies and Consum- . g
© ' able Materials * 22 000
530 | Capital Equipment : . . 6,000
540 | Land and Structures . .
541 | Additional Tivestment
542 Rents . . , g R X
550 | Total i : |+ 2,763,000
600 Funds distributed
610 | Contracts
620 | Grants
. 630 | Loans
640 | Benefits
650 | Other
660 | Total
700 | Total
- Prior Fiseal
Year
800 Input-output ratio
810 | 1. Input
811 | 1. Output : e b e o
820 | 2. Input O : : Y
821 | 2. Output
830 3. Input .
831 | 8. Output
840 | 4. Input
841 | 4. Output
850 | 5. Input
“851 | 5. Output
860-| 6. Input B
861 | 6. Output
870 |.7. Input
871 | 7. Output
880 | 8. Input . : e
881 | 8. Output

Printed for use of Hc;use Gm} ment Activities Subcommittec, (;hulrmln Jn;k B\ro’oks‘ . dei B so—M:mu; nro’
y Anticipates $386“ ,000 proposed supplemental appropriation for: pay increases authorized
by P.L. 90-206 and the releage of $317,000 reserve. required by P.L. 90-218.

The economic activities are designed to meet the needs of the Commission for
economic, statistical, and mathematical analyses, information and advice in pro-
ceedings support and policy ‘development. This requires preparing economic,
financial, and statistical studies and analyses of problems directly related to the
function of economie, regulation, and providing professional assistance and
services to the Commission, heading examiners, report writers, and others. These
services include preparing expert testimony and exhibits for submission in pro-
ceedings; preparing economic and ‘statistical evaluations of testimony and ex-
hibits offered in evidenve by parties to Commission proceedings; and preparing
sampling guidelines and other criteria to facilitate development and review of
official records by Commission and others involved in Commission proceedings.




(¢) Mr. Matthew Paolo, Director:of the Bureau: of ‘Aecounts, has direct opera-
tional responsibility over the accounting, reporting, and auditing activities while
Mr: Edward Margolin, Director of the Bureau of Bconomies, is responsible for
the economic activities. ,« o R :

., Mr. Paoro. Mr. Chairman, this activity is generally in the supervi-
sion and analysis of carrier accounting and statistics. |

. The principal functions relate to developing, interpreting, and up-
dating uniform systems of accounts which the Commission prescribes
for the several modes of transportation. , :

We also develop and prescribe reporting systems by which we require
the carriers to report financial and operating data to the Commission.
. In addition, we audit and examine accounts, records, reports; and
financial statements of the carriers to see that they are accurate and
in compliance with our accounting regulations. RN G

We also compile and publish financial and operating data of the
industry for the Commission and the public use.

Another activity involves the evaluation of pipeline operating prop-
erty for ratemaking purposes. ‘ R

~ The last function, an important function, is the economic, mathe-
‘matic and statistical analyses of many of the important facets of trans-
portation for use by the Commission.

~ We have a staff of some 207 people doing this work. Approximately
120 of that staff are professionals, including accountants, auditors,
engineers, economists, mathematicians, and statisticians. Sixty-five of
our accountant-auditors are in the field examining and reviewing the
records of the carriers. .

- 1 believe that basically explains very briefly the functions of this
activity. : B c B
. Mr. }],3ROOKS. It is a good explanation. Apparently, you do a good
bit of work that is of real benefit to carriers in evaluating what their
costs are, what their profits are, where they are spending their money,
‘and at the same time you can then compare those with other operators
in overall statistics of benefit both to the public and to the transporta-
tion industry. ¢ : \ i

Mr. Paoro. This is correct. ' o

Mrs. Hrckrer. Do you receive the financial reports from the
‘carriers? -

Mr. Paoro. This is correct.

Mrs. HeckrEr. Are they submitted according to a unified procedure?

Mr. Paoro. Yes. We have formats for periodical reports such as

quarterly reports of revenues and expenses, wage statistics and com-
- modity statistics, and our annual report is a very comprehensive re-
port of the entire operation. ‘

It not only includes. financial data but much statistical data. It
gets into operations, the car miles; it gets into a number of areas, the
number of units of equipment and the miles they operate; things of
this nature. o o e .

Mrs. Heckrer. How much of this was puton ADP? .

Mr. Paoro. As Chairman Tierney explained we are working very
‘hard in this area. Most of it now has been put on ADP. We are work-
ing on it very diligently. . ;

Mrs. HrorrEr. Are the financial reports of carriers put on ADP?

Mr. Paoro. Yes, particularly in connection with the accumulation
of this data for publication purposes and for analyses purposes. We
make certain analyses through the computers.

hY
%
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Mrs. Heckrer. This is a ve computermlnded subcommittee.
Mr. Brooks. Any questions, i\’lr. Thompson?

Mr. THOMPSON. No questions..

Mzr. Brooks. Thank you very much,

D. PROGRAM CATEGORY 4—SUPERVISION AND IﬁTﬁRﬁﬁETATIoN OF TARIFFS
Mr. Trerney. Next is Mr. Edward Cox, superyision and mterpreta—

tion of tariffs. He is director of our Bureau of ra,ﬁic.
(Exhibit I follows:)

ExHIEI? I—FACT SHEET—SUPERVISION AND INTERPRETATION OF TARIFFS—ICC

[ dsa;umédmm
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880 | 8. Input
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Printed for use of House Government Activities Subcommittee, Chairman Jack Brooks R 50-641-h “Geo

__/ Anticipates $386,000 proposed supplemental appropriation for pay increases authorized
by P.L. 90-206 and the release of $3LT,000 reserve requited by P.L. 90-218.
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PROGRAM No.'4—~SUPERv1510N~.AND; INTERPRETATION OF TARIFFS

(@) The statutory authority for this program is ‘the Interstate ‘Commerce
Act and related acts (49 USC sec. 1, et seq.)-and the Commission’s regulations
(49 CFR 1000, et seq.).

(D) .The principal functions covered by this program are (1) to receive,
examine, criticize, and file tariffs, schedules, contracts, section 22 quotations
or tenders, for the transportation of passengers and property filed by carriers,
~and concurrences ahd powers ‘of attorney filed by all carriers; (2) to secure
compliance with the Imterstate’'Commerce Act and rules of the Commission
governing construction, filing, and posting of tariffs’ and: schedules; (8) to
review and dispose of applications for released rates authority filed under the
provisions of section:20(11), and applications for special permission to establish:
‘rates, fares, and charges on less than statutory (80 days) notice or to depart
from the Commission’s rules governing the construction or filing of tariffs and
schedules; (4) to check and prepare rate statements from tariffs and schedules
for use of the Commission and its staff; (5) to handle informal complaints of
shippers, passengers, and others, such as those seeking damages on account of
misrouting, exaction of unjust or unreasonable charges, and claims for recovery
of charges alleged to have been collected by carriers in excess of those legally
applicable; and (6) to process applications submitted by carriers requesting
authority to make reparations on past shipments. :

It also maintains a public tariff file where all tariffs, section 22 quotations
or tenders and contracts between freight forwarders and motor carriers are
available for inspection by the public. :

This program is operated totally in the public interest. The filing of rates and
charges with the Commission is the very foundation for the legality of inter-
state surface transportation charges. The philosophies of reasonable and ade-
quate service and the publication of exact charges for transport services are
- close to the heart of the regulatory process. Equality of treatment and protection
from unfair or destructive competitive practices, unjust discrimination, and
undue preferences or advantages for others are effected by this program,

- (¢) Mr, Edward H. Cox, Director of the Bureau of Traffic, has direct respon-
sibility over this program. . :

Mr. Cox. This activity has to do with the supervision and inter-
pretation of tariffs. Practically all of our activity is required by the

~statute itself. g

The principal functions that are received, examined, criticized and
filed are tariff publications, section 22 quotations, contracts between
shippers and contract carriers and between freight forwarders and
motor carriers. In other words, to police those requirements of the act
which deal with the ({Jreparatlon, filing and interpretation of tariffs.
_ We also receive and process applications which are filed under sec-
tion 20(11) of the act wherein the carriers seek authority to establish
rates on a released evaluatlpn basis; also application for special per-
mission authority to establish rates, fares, and charges on less than
statutory notice, and for waiver of the Commission’s tariff rules in
certain circumstances. ,

We also check and prepare rate statements for the Commission
‘In connection with its work, particularly formal cases. We process and
attempt to settle controversies between shlppeps and carriers on an
informal basis regarding complaints that they might have about rates,
service, the interpretation of tariffs and things of that kind.

We also process and dispose of applications to award reparations in
certain types of cases where the applicable rates under the Irw have
beeen applied but the carriers are prohibited from refunding any part
of those, and where the carrier which has admitted that the rate
applied is unjust or unlawful in some other respect has been willing to
reduce the rate and then come to the Commission for authority to make
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reparations, the difference between what he now considers the lawful
rate and what was collected.

We also maintain a file of tariffs for the use of the public. Now the
tariff filing requirements, the functions of this Bureau, are really the
~ foundation of regulation. By requiring the carriers to file their rates

and charges and to adhere strictly to them, the shippers, carriers and

everyone else is informed as to what the carrier will charge for a given

piece of transportation. It insures the establishment of just and rea-

sonable rates, just treatment for everyone, avoiding unjust discrimina-
_ tion, prejudice and preference.

T think in a nutshell those are the functions of our Bureau.

Mr. Brooxs. You have how many people in that Bureau?

Mr. Cox. I have 195 engaged in this type of work.

Mr. Brooks. Most of those are stationed here in Washington ?

Mr. Cox. All in Washington. We have no field staff in our Bureau.

Mzr. Brooxs. Do you have any questions, Mrs. Heckler ?

Mrs. Heckrer. No, I don’t, Mr. Chairman.

Mr. Brooxs. Mr. Thompson ¢

Mr. Tromeson. No, sir.

Mr. Brooxs. I want to thank you very much for a concise explana-
tion of your function and that of your section.

Mr. Chairman—and I want to say to those of you who don’t know
that Mr. Tierney was a long time staff member of the Senate Govern-
ment Operations Committee and is familiar with Government opera-
tions generally, and by now he is pretty familiar with the ICC—if
they get tired of you down there, you might come back here and we
will really give them a going over, Mr. Chairman.

It is a pleasure to have you here and your staff. I want to thank you
for your cooperative attitude and your help in making substantial
improvements in your operations.

Mr. Tierney. We are grateful for your letting us appear.

Mzr. Brooxs. The hearing is adjourned.

(Whereupon, at 12:15 p.m., the subcommitteee was adjourned.)






APPENDIXES

AppeNpix A.—WriTtEN RuspoNses oF THE INTERSTATR COMMERCE
COMMISSION TO (QUESTIONS SUBMITIED BY THE SUBCOMMITTEE

; v :
I. GENERAL QUESTIONS ‘AFFECTING THE AGENCY AS: A WHOLE

A. Justification of Personnel Not Chargeable to Specific Programs

1. 'What are the total funds available to your agency as a whole for: fiscal 19682

Our current appropriation (fiscal year 1968) is $23,460,000. However, as a
result of Public Law 90-218, $317,000 of our total appropriation has been placed
in Teserve. This effectively reduced our appropriation to $23,148,000. Authority
has been requested to release the reserve so as-to cover part of the increased
costs resulting from the pay increase authorized by Public Law 90-206. Further,
we have a supplemental appropriation of $386,000 pending to cover the balance
of our increased costs resulting from pay increases. Assuming the supplemental
appropriation is enacted and the reserve is released as proposed, we would then
have a total of $23,846,000 available to fund the Commission. .
© 2. How many employees does your agency employ ? '

The Commission’s authorized position ceiling is 1,907.

3. What is the geographical extent of your operations?

The Commission’s operations embrace the continental United States with field
offices in every State, except Delaware, and Hawaii.' Th addition, we perform a
small number of compliance inspections and investigations of cairiers domiciled
in Canada and Mexico, who engage in interstate or foreign comimerce.

4. Under the program budgeting breakdown, do you'have a support program
covering the operations of your office as well as other policymaking~personnel‘?‘

The Commission does not formally maintain a general support program in its
budgetary breakdown. However, our tentative program structure does include
two program categories, entitled “Txecutive and advigory functions” and “Gen-
eral management and administration.” These two categories when combined ‘do
constitute for all practical ‘purposes our general support program.

5. How much money: is available in fiscal 1968 for expenditures under this
support program? - ‘. 5 ‘ i

Assuming our pending ‘$386,000 supplemental appropriation is approved and
the $317,000 reserve is released, the Commission will have $3,155,832 available
for support programs as identified above. ‘ :

6. Briefly justify expenditures for the support program in terms of the nature
and extent of your operations and responsibilities. et

~ “Included in the expenditures for the Commission’s support program are those
relating to the Chairman and the Vice Chairman and their staffs; the Office of
the General Counsel ; the Office of the Secretary; and the Office of the Managing
Director, which includes the Sections of ‘Personnel, Administrative ‘Services,
Systemg Development, and Budget and Fiscal.'The Chairman is the executive
‘head of the Commission and is responsible for the overall management and func-
tioning of the Commission and the formulation of plans and policies designed to
increase the effectiveness of the Commission in the administration of the Inter-
state Commerce Act and related acts. The Office of the 'General Counsel defends
Commission orders in the courts and advises the: Gommission and its staff on legal
questions arising in  Commission proceedings, as well as in the administration of
its other responsibilities The Office of the Secretary: maintaing the public records
of proceedings, prepares certifications, copies or extracts from records filed with
the Commission for use in judicial proceedings and other purposes, ‘and maintains
the official minutes of the Commission. These functions account for approximately

one-third of the support program expenditure.
g (53)
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The Managing Director is responsible for the day-to-day administration of the
Commission and the management of Commission operations. Included in his orga-
nization are two very substantial central support facilities which directly serve
the substantive program operations. The Section of Administrative Services edits
and prepares for publication (clerical and composition work) all of the Commis-
sion’s reports and decisions. Under authority of the Joint Committee on Printing,
it operates the Commission’s class A printing plant which provides the printing
services relating to the Commission’s decisions and its other requirements. Addi-
tionally, that section provides the other normal ‘procurement, contracting, and
housekeeping services attendant.to our organization. The Section of Systems
Development, the addition to performing systems studies and analyses; operates
the Commission’s céntral data processing facility which includes our “Spectra
70” computer and electrical accounting equipment. These two facilities account
for substantially more than a third of the support program expenditures. The
remainder of the support program (less than one-third of the total expenditures)
is accounted for by the Managing Director’s immediate staff, including the re-
gional managers, and the normal services required in the personnel manage-
ment, budget, fiscal, mail, and related areas. o ; Sl

B. Budget Processes . : :

7. Has your program breakdown been approved by the Bureau of the Budget?

No, our program breakdown has not yet been approved by the Bureau of the
Budget. However, we are working with: representatives of the Bureau of the
Budget and are currently in the process of revising our present activity-oriented
structure to conform to Bureau of the Budget requirements. When completed,
it will be submitted to BOB for approval. ) { e Bl T

8. Does your program- structure flow generally along functional lines of the
agency ? ; o : ;

Yes, our present program structure generally flows along the Commission’s
functional lines. Although the breakdown has not yet been approved by the Bu-
reau of the Budget, we are utilizing our activity schedule, which is largely: func-
tionally oriented, as tentative program categories.

9. Has the program budgeting concept been. fully implemented within your
agency as yet in operational terms? : i ;

No, the program budgeting concept has not been fully implemented within the
‘Commission. As you know, we were confronted with a consolidation of functions
following the establishment of the Department of Transportation in 1967 ; and
this budgeting concept did not become mandatory for the Commission until Jan-
uary 1, 1968. We are currently working with the Bureau of the Budget with the
view of implementing it within the Commission as resources permit. Our present
headquarters and field program evaluation system and our central status system
which covers the proceedings activities utilize many of the principles envisioned
by the program budgeting concept. We consider these systems as a fine base
which with slight modifications should meet the BOB’s requirements in this area.
These systems provide a means to define program objectives, to measure accom-
plishments in relation to such established objectives, and seek to insure that the
Commission’s resources are applied in the most -effective manner -in carrying
out assigned responsibilities. We. are confident that through relatively minor re-
finements, our program evaluation and central status systems will meet the basic
requirements: of the jplanning, programing, and budgeting system -contemplated
by the President and the Bureau of the Budget.. . :

10. To what extent do you believe that your new ‘budget concept will improve
the efficiency of agency operations? 4 Vo

Our budget concept and program evaluation systems outlined above have
already been most effective in identifying problem areas, improving our use of
manpower and. other resources, and expediting the'principal work of the Com-
mission. We - anticipate that implementation of the new budgeting concept will
improve the Commission’s efficiency 'to the extent that it will provide more mean-
ingful and valid information upon which to base decisions concerning the alloca-
tion of the Commission’s resources.

C. Accounting Systems Development : ; '

11. Has the GAO giyen its approval of your accounting system ? .

Yes, the Commission’s accounting system was originally approved by the Gen-
eral Accounting Office in 1957. Our accounting system has since been revised
with the assistance of GAO representatives and was submitted to the Comp-
troller General in March 1968 for approval. g
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12. Is the. accounting system basmally estabhshed in terms of aecrual costs
as the GAO and this subcommittee have recommended?. :

The accounting system has been - basically - established in terms of acerual;

«costs, as recommended by the GAO and this subcommittee. . . :

13. What is the target date for completely 1mp1ement1ng an aecrual aecount-
ing system throughout the agency? .

The Commission has been on an acerual accountmg system since 1957.

14. Is your accounting system output-oriented so that it will be ‘on the same
basis as budgeting and planmng‘? :

Our accounting system is oriented along orgamzatlonal and program lines in
order that costs may be identified for budgeting and planning purposes.

15. What basis do you use for establishing the charges for produets or services
provided to other agencies, and how are these handled in your accounting
system?

Charges for products or services are estabhshed on the basis of actual costs
plus an additional 10 percent allocated for administrative costs including de-
preciation of physical assets. The amounts are recmded as recelvables in the
general accounts, ;

16. Are capital assets; such as building and equlpment items, formally re-
corded in the accountmg system, and upon ‘what basis are they depreciated?

Capitalized equipment is recorded as an asset when received and is accounted
for at cost or appraised value at date of acquisition. Depreciation is based on
the estimated life on a straight 11ne basis. .

17. Are the costs of the agency’s physical assets cons1dered in estabhshlng the
.charges for services to other agencies?

Charges for services to other agencies are estabhshed on an aetual cost basis
plus an additional 10 percent to cover the cost of the Commission’s physical
assets and other overhead costs. .

18. Are agency accounting reports used reuularly in program management?

A series of regular accountmg reports designed to meet the needs of all levels
of management are used in program management.

19. Are agency accounting policies summarized in an accounting manual with
which your staff accountants must comply? ;

Commission accounting policies and obJectlves are summarized in the account-
ing manual. Compliance with its provisions is mandatory for the accountlng
staff. ‘

D. Management Information System

20. Do you have an automated management information system for your
agency? :

The Commission has 1mp1emented various automated management 1nf0rmat10n
systems utilized in the control, review, and planning of our activities.

21. In general, what functional areas are included in the management mforma-
tion system? (Examples: financial, planning, and program budgeting, inventory,
personnel, ete.).

The functional areas of payroll, budget, fiscal accountmg, leave .administra-
tion, property inventory, personnel, and an extensive system for the management
of the formal proceedings docket have been incorporated into our management
information system.

22, Briefly describe the state of development of your system and how it
operates.

The various systems described above are all operatlonal but to some extent
they operate as individual systéems. Further integration of these systems toward
a total systems approach is desirable and is currently under review. The central
status system which is the system used to manage our formal proceedmvs docket
has proved invaluable in the control and analysis of our primary area of work.
Briefly, when a case is filed before this Commission ‘certain pertinent data such
as case number, date of.filing, type of case, and organizational responsﬂnlity
are entered into the computer system. As the case moves through various process-
ing stages such as hearing, filing of briefs, issuance of examiner report, ete., such
information is reported to the computer file, Through this system we are able
to identify the status of a specific case, the number and identity of cases at a
specific processing stage such as awaiting hearing, and the age of any case
or a selected group of cases. From this file we produce monthly statistical
analyses which reflect the overall status of the docket. Incorporated in the
system is a series of target dates for each processing step. Each month the
progress of all cases is measured against the target dates established for the
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pertipentprocessizng&‘:step to. determine whether they are being processed within
‘the time frame established. Any case which fails to meet the criteria established
for individual steps will be printed out as a potential out-of-liné ‘condition for
management review, The target date subsystem has been of particular bemefit to
expedite cases and reduce the so-called regulatory lag. fin PR

An additional subsystem analyses of all cases closed during the calendar and
fiscal year to determine vatrious ‘statistical data such as processing times, annual
volume, ete. - ¢ : )l - 2 R :

The central status system has proved of immeasurable benefit in our program
to-expedite cases, improve procedures, and identify needed organizational re-
alinements. - RIS R : 8

- 23. Did you perform a “requirements” analysis of the entire agency, or just
~selected areas? il ! : s

A ‘“requirements” analysis of the entire agency has not been performed because
our limited staff has been tied up in high-priority areas. However, several years
ago Bureau of Standards’ personnel 'surveyed and identified major areas which
‘promised the greatest payoff: : ' '

24. To what extent have you considered the need of other agencies for ex-
changing informatioh with your agency in the development of your system?

The exchange of information 'with other agencies and with industry (especial-
ly input from carriers) ‘was 'one of the reasons for the installation of a compati-
‘ble ‘third-generatiori’ computer and its related hardware. The extensive use of
COBOL programing language, which with minor changes allows the interchange
of programs, makes'us quite flexible in the exchange of information., We have
also incorporated into our system standard coding procedure, when they existed
such as the standard GSA loeation ¢odes and the standard transportation com-
modity codes (STCOY. : :

25. A?re you developing a standard data base of information for the entire
‘agency? R : ‘

A standard data base of information is being studied. This data base which
will contain all the information ‘for financial control, personnel control, and
to some extent budgeting is presently being designed. Tt will incorporate the
existing payroll file, personnel and time and attendance file. fiscal acecounting
file, and the budget and fiscal file. This integrated file will then constitute a
complete data base of information needed for the administrative and financial
functions of the Commission.

Other data bases are being considered with the overall needs of. the Commis-
sion in mind. e .

26. In reporting statistical information, what standards for coding are you
using? - ‘ .

Where standard codes have been adopted by either Government agencies or
by industry (AAR, ATA) then we have not hesitated to also adopt such codes.
‘We are currently using the standard transportation commodity codes, standard
‘point location codes, standard station numbers, ete.

27. Have you explored all of the information requirements common to your
agency which might exist within the data base of other agencies?

We have investigated the majority of the obvious ones. We are currently ex-
changing or reeéiving data’ from ‘Department of Transportation, Bureau of
Census, Weather Bureau, NASA, and also many groups in private industry such
as ‘Association of American Railroads, American Trucking Association, and the
Southwest Trucking Association. ) )

28. Are you performing thé work in-house, or are you utilizing contractor per-
sonnel ? ek ) :

JAll ADP functions of the Commission currently are performed in-house. We
are not now utilizing contractor personnel except on a very limited basis for
keypunching. However, several years ago we utilized professional ADP per-
sonnel from the Bureau of Standards in an advisory capacity and also to per-
form a general survey of the Commission’s ADP requirements.

29. What main benefits do you feel your management information system will
provide in the management of vour ageney’s activities?

‘We believe our management information systems have provided us with tools
needed for effective control 6ver our principal workload and wutilization of man-
power and other ‘resources. It enables us to measure operating performance
against established. goals, identifies critical problem areas, and is invaluable in
carrying out our planning functions.
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basic parts of your management information system? -
We estimate our: dollar cost:for the ADP: operations of our management in-
formation systems to be approximately $75,000.per year. Flaiife oun S
31. At what level is the determination made concerning what is needed in the
management information system? o R b B B
The determination as to what is needed in the management information ‘system:
is made by the managing director with final approval of the Chairman.
E. Internal auditing h -

32. Do you have a centrally organized internal audit system within your agency
which operates independently of department and agency operations? i

Yes, the Commission’s internal audit functions are under the management of
the Managing Director, who reports directly to the Chairman of the Commis-
sion. As was pointed out in the Committee on Government Operations eighth
report at the 88th Congress, “ * * * smaller agencies may not need internal man-
agement controls where management can be maintained on a day-to-day basis.”
In keeping with this philosophy, our internal audit functions are carried out in
conjunction with other management controls. Included are our program evalua-

“tion process, our central status system, our field internal inspections, and. our
internal fiscal audits.

The program- evaluation system provides the means to define program objec-
tives and measures bureau and office accomplishments in relationship to such
established objectives. Taking into consideration overall Commission goals; past
performance, availability of resources, anticipated workload, etci, the system én-
ables the Commission to make sound determinations concerning the efficient use
of its resources. The system also monitors the performance of each program to
determine problem areas, for example, duplication of effort, poor productivity,
inefficient operations, backlogs, ete. ;

The Commission’s proceedings activities are monitored regularly through ou
central status system. This system serves as the basic source of information con-
cerning the progress of the Commission’s decisional workload. Reports analyzing
the status and progress of the docket in terms of velume, distribution among the.
various steps of processing, and elapsed time are prepared each month and cir-
culated to top'management. ) ;

The objectives of the field internal inspection program are to determine whether
approved programs, policies, and instructions are understood by field officials and
their staffs and whether they are being properly administered in the field. Central
office inspections of technical program operations and field management are made
to assure efficient and uniform administration and enforcement of the Interstate
Commerce Act, related acts, and the Commission’s regulations throughout the
field establishment. Reports of these inspections are made to top management.

Finally, our internal fiscal audits are made of all bureaus and offices to deter-
mine compliance with fiscal accounting and reporting methods, time and attend-
ance, leave, travel and other related fiscal matters. An example of the effective-
ness of these fiscal audits is revealed by the results of the GAO audit of the pay
of employees of the Commigsion for the period October 1, 1961, through June 30,
1965. The audit revealed only one error in salary payments (overpayment of
$371.20) during this period covering over:$80 million in disburgements.

38, Is your internal audit staff made up of persons with experience in account-
ing and auditing? Jy ; ¥ O i

Yes, our internal audit staff includes persons with experience in: accounting
and auditing, as well as other management and substantive program areas.

34, Is the scope of review by the internal audit staff limited in any way? .

The internal audit process, as described under item 32, encompasses all organi-
zational entities of the Commission with the exception of the immediate offices
of Commissioners. Internal written communications involved in the decisiopal
process of the Commission (proceedings activities) are considered to be outside
the scope of the internal audits. : . :

85. Are all reports and recommendat.i?ons of the internal audit staff submitted
i irectly to the head of the agency ‘
m%%xlsl, dreports;, of findings and recommendations of the internal audit stqff are
submitted directly to the Chairman and the Vice Chairman of the Commission.
The underlying working papers and source documents are made available when
requested. i : )

30. What is your estimated dollar cost for the completion and operation of the
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.86, Is the audit staff responsible to or subject to direction by any official who
is also primarily responsible for an activity which might'be audited?
_ No, the audit staff is responsible to and subject to direction by the Managing -
Director. This official is not responsible for any of-thie substantive program areas
within the Commission: . Fh g etis e i : o

37. Are the personnel assigned to the internal audit function' adequately pro-
tected from recriminations and arbitrary personnel action that might result from
an adverse effect of their reports'upon other agency employees? = =

Yes, the personnel assigned to the internal audit function are’ adequately pro-
‘tected from recriminations and arbitrary personnel. action because they are
responsible to the Managing Director whose functions do not include the sub- -
stantive program areas. - L W 5 5

388. Are all reports‘and recommendations of the internal sudit staff available
to the Comptroller General ‘and to appropriate congressional committees?

Yes, all reports and recommendations of the internal audit staff are available
to the Comptroller General and to appropriate congressional committees. They
have in fact been made available in the past. =~ : :

F. Automatic data processing - U : :

39. Do you have a centraliorganization in your agency which is responsible for
ADP management? : :
Yes. In prior years there were three separate ADP activities in the Commission
all located in subordinate bureaus. Subsequent reorganizations have centralized
all data processing including management in the Office of the Managing Director.

40, ‘Will you describe its functions? : i : i :

The Section of Systems Development is responsible, under the Office of the
Managing Director, for conducting studies to-determine the feasibility of apply-
ing automaticand other data processing methods to the Commission’s opera-
tions and work processes. Whenever potential applications are identified, it de-
velops, validates and implements complete systems. It operates the physieal data
processing facility and provides automatic data processing services to the Com-
mission and in certain instances to the public; on a reimbursable basis; in con-
junction with the Commission’s improved service to the publi¢ program. It also
advises, assists, organizes, and :conducts studies as required in the applica-
tion of operations research techniques. ;

41. Who has the responsibility for deciding whether or not the use of a com-
puter for a particular function within your agency 'is justified?

The responsibility ‘for decision to ‘use a computer for a specific application
resides in various organizational levels depending upon thé magnitude or com-
plexity of the proposed application. For example, a’ decision on a relatively minor
application ‘may be made at the section c¢hief level in the office of the managing
direator. Decisions on larger applications are made at the level of the managing
director, the chairman or the entire commission, ‘again depending upon the
magnitude of the proposal.

42. On what basis is the decision made? Are there documented systems studies
available for review in all cases? i '

The basis used for:deciding whether to use a computer 'for a particular func-
tion varies for each function. Monetary savings, manpower savings, timeliness
of data, availability of data,’availability of computer time, availability of data
processing manpower, existing priorities and present workloads and many other
considerations can play a part in this decision.

The following is a list of general steps which are taken in most instances:

(1) Determine a real need for the data.

(2) Review the existing method of obtaining this data, if one already
.exists.

(8) Determine if it is possible to obtain the required data by any other
method and determine the cost and timeliness of such a method.

(4) Determine the feasibility of obtaining the required data on the
computer. '

(5) Project the costs involved in using the computer including the “on-
going” cost of producing the data and the “one-time” cost of developing the
computer system, i.e, programing, systems design, etc.

The above steps will present a factual picture of the present situation and all
alternate avenues available from which a decision can be based. There are many
tangibles and intangibles which could and usually do affect the steps taken and the
decisions made.
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There are documented studies available for most major systems. There are also
some systems which have evolved from EAM operations which will not have docu-
mented studies: There are also projects especially-in the area of support to scien- -
tific sampling, which by their nature are determinable without such studies. In
such cases the feasibility of doing these operations manually is nonexistent.

43. Can you cite instances in which a request for a computer system was dis-
approved for lack of adequate justification? . e :

If it is the intént ofi this question ‘to define the term “computer system” as
meaning computer hardware, we can cite no instance where a request was
denied ; inasmuch as the Commission has only: one computer:and its acquisition
was fully justified.. - o0 Lo : SR o e
" If the question relates:to a specific computer application; we can cite various
proposed ‘applications which were not :approved on the basis of a feasibility
study which indicated that: the proposed system could not be justified from: the
standpoint of costs, benefits to be derived, the present state of the art or the need
. to use a computer to perform:the specific function. Among these would be a full
text legal retrieval system, motor carrier index, automated work measurement
system for our printing plant, recordation of lien documents and a disposal sched-
ule for tariffs. :

44. Assuming the use of a computer has been fully justified by a ‘proper study,
are there procedures for determining whether the requirement can be satisfied
by using (sharing) equipment already installéd in your Agency? Will you de-
scribe the procedure? ISR O At . i

Since the Commission hag only ‘one computer all computer systems are run
in-house. In rare instances where a very powerful computer is needed to process
a specific task we have made use of computers at the David Taylor Model Basin
and the Harry Diamond Laboratories (formerly the Bureau of Standards).

45. To what extent have you been successful in getting the users to share
equipment instead of acquiring their own? !
"Since we have one centralized computer no consideration would be given to a
user acquiring his own computer. - : ;

46, Do you review the GSA lists of available excess equipment before going to
the open market to acquire equipment? ; ; :
. GSA lists of available excess equipment are: always checked before going to
the market to acquire equipment.. - : it h g

47. Who makes the determination that excess equipment can or cannot do
the job? ;

The final determination that excess equipment can or cannot do the job is
made by the Managing Director. Gt : .

48, What has been your experience in making use of excess equipment?

In one instance.we were successful in obtaining 500 surplus magnetic tapes at
a savings to thiS Commission of $10,000. In other instances the Specific piece of
hardware we sought was not available or what was available was not compatible
with our existing configuration or required extensive repairs. i ;

49. Assuming it is necessary to acquire equipment from the commercial
market, do you normally invite all qualified suppliers to submit proposals. What
are the exceptions? : : s 3 * f

We make it a firm practice to solicit all qualified suppliers when ADP equip-
ment is acquired. For example, we solicited proposals from 20 manufacturers
at the time we acquired our present computer. = ! : :

50. Who makes the final selection of equipment, and on what basis is the
decision made? g il : ; ;

The final selection of equipment is made by the Managing Director with the
approval of the Chairman, : » ' i

The basis used for selection of equipment is a combination of the following
factors: ) .

(1) Ability of the bidder to meet minimum specifications presented in our
letter soliciting bids. ;

(2) Ability of the bidder to successfully run the benchmark problems
that were made available to all interested bidders. )

(3) Comparison of run times on pemchmark problems.

(4) Critical review and evaluation of all proposals. i

(5) Comparison of cost to total “through-put? of the interested bidders.
The interested bidder must show the ability to meet the requirements of num-
bers (1) and (2) before numbers (3), (4), and (5) are evaluated. ;

51. Describe your program for evaluating the actual results of computer use
against the results anticipated when the use of the computer was approved.
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The evaluation of aetual results of comput;er use-against anticipated results is
incorporated in various management review systems. The first level of review
consists of monthly progress reports and monthly meetings held with ADP man-
agement personnel. In seme critical areas, there are a series of weekly status re-
ports. Additionally, the overall program evaluation system described previously
prowdes an evaluation in depth of the effectiveness of various computer systems
in meeting program goals. The budget process also provides:a vehicle which is
utilized to review the results of computer applications as well as the mewew of
additional applications.

- 52, In general, have your computers produced the beneﬁts that Were expected?

In general, our computer applications have produced the benefits expected such
as a reduction in personnel in some areas, more timely and accurate data, and
access to data which was previously unavailable to those in the decisionmaking
process. However, we have not been: entirely satisfied with the magnitude nor
the time required to implement various systems. -

53. How many computers .do you now have, and how many of these are
purchased ?

The Commission has one computer. It was ingtalled in July of 1967 on a Ieased
basis. i
54. Who makes the decision on whether computers are purchased or leased?

The decision whether a computer is purchased or leased is made by the Man-
aging Director with the approval of the Chairman. Inherent in the decision is
the length of time the computer configuration will be adequate for our needs.
The decision to lease our present computer which was aequired in, July of 1967
was based upon the coneept-that it was an interim acquisition since it provided
an emulator feature which allowed us to run our existing programs until such
time as they could be converted to higher level languages such as COBOL and
FORTRAN. Alsoat the time of acquisition a complete picture of our future work-
load, particularly in the area of tariff computerization was not available, :

55. Is your agency now using any leased ADP equipment? If so, how much
longer do you expect to use it?

The Commission is currently leasing its Spectra 70 computer. We anticipate
using it until all programs are converted to higher level languages and our future
data processing needs are identified. At that time a decision will be made to
exercise our purchage option (less the emulator feature) or replace the con-
figuration with different hardware. We projeet this decision at’ approximately
1 year away.

56. Have you made use of third-party leasing arrangements" If so, what has
been your experience with these arrangements?

The Commission has no third-party arrangements. The matter has been ex-
plored with various lessors but at the time they were not interested in acquiring
the type of equipment we utilized.

57. To what extent have you developed standard systems or appheatlons which
are used by your computer installations?

Since we have only one computer installation, standardization across various
computers is not a problem. However, we have standardized our programing
languages by using COBOL or FORTRAN, with the major emphagis on COBOL.
Additionally, we are experimenting with generalized information retrieval rou-
tines and the development of standard systems for processing of various statistical
reports from carriers. In the development .of our generalized information re-
trieval routines, we are utlhzmg a comprehensxve software package -obtained
from NASA.

58. Will you describe the steps you have taken for the development of stand-
ard -data elements for use by your department under the program recently
established by Bureau of the Budget Circular A-86?

This agency has commented as appropriate ou the'various proposed standards
that have been submitted for our recommendation. Addltionally key personnel
have participated with various groups 'in their review and establishment of
standard codes or data elements. Any Federal standards established will be
utilized in our systems as they have been m the past such as our adoption of the
STCC commodity code.

59. What do you consider to be the most pressing problems that need to be
overcome for you to make better and more eﬁiclent use of computers in your
agency?

Our most pressing problem from an operatlonal point ‘of V1ew is'the phasing
out of the emulation mode in running our programs. Attainment of this goal
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will provide 25 percent more “through-put” in our existing system. From' a per-
‘sonnel ‘point of view, there is a need for better trained people, a reduction in the

. amount of turnover, a greater management knowledge on the part of ADP people

and greater ADP knowledge on thie part of operating and management personnel.
G. Personnel Management. - .. e :

60.- Where is the responsibility placed for manpower planning in your agency?
. The Managing Director has the manpower planning responsibility. However,
it should be recognized that staff action is subject to approval of the Chairman.
The Managing Director relies on the budget and fiscal office and the heads of
buireaus and offices to develop and recommend manpower needs. : :

61. What manpower requirements are forecast for your agency and how are -
these determined? : :

Manpower requirements for fiscal year 1969 total 1,907 in our budget submittal,
a decrease of 74 positions due to budgetary restrictions imposed by.congressional
and Executive actions during the current fiscal year. Forecasts for fiscal year
1970 are no less than the 1969 figure. Manpower requirements are detérmined
through the budgetary process, in which the work objective submissions of the
bureaus and offices are evaluated by the Managing Director and his-staff. Pro-

-gram objectives and manpower requirements are discussed and critically: re-
. viewed in ‘meetings “with bureau and office ‘representatives. “The Managing

Director then makes a determination of manpower needs which is submitted to
the Chairman for approval: : : ' :

Turnover figures for past years are studied and the impact of factors such
as the draft is -analyzed. On: the basis of such studies, forecasts are regularly
made for attorney, hearing examiner, accountant and auditor, tariff:examiner;
cost analyst, motor carrier district supervisor, stenographer, ‘and typist needs.

62. Is the work in your agency organized with some consideration of the effect
on position classification so that the mission can be accomplished with the mini-
mum number and cost of positions?

Yes. For example, after the transfer of all safety functions to DOT in April
1967, we consolidated the remaining economic regulatory rail, motor, water, and
freight forwarder functions of two bureaus into one Bureau of Operations. This
eliminated one bureau head position and one-assistant bureau head supergrade
position immediately. and led to the elimination of eight ‘supervisory positions
in the field on March 8, 1967, with position cost savings. Also in April 1967, we
consolidated two western regions, eliminating oneé regional manager position
and several subordinate positions and reducing our total number of regions ‘and
technical program operating districts to six. Since 1965, we have reduced from
10 bureaus to five and established one office resulting in:the elimination of
several top-level positions. e s

63. Is the classification of ‘positions in your agency in accord with applicable
Civil Servi¢e Commission standards? Y

Yes. The 1963 Civil Service inspection specifically found that we are in-com-
pliance with legal and regulatory réquirements in appointments, promotions,
and pay. The report stated that a review of 100 positions revealéd no-inaceurate
grade allocations, confirming our adherence to pertinent civil service standards.
" 64. Has the agency -established career possibilities to-assist in development

i and advancement of employees? . .

Since mid-1961, our ‘executive development -program has effected a planned
program for the identification, :selection, and development of executives in
grades GS—14 and above. More recently, we have up-dated the executive develop-
ment program to incorporate the requirements of the Civil Service Commission’s

~ executive assignment system.

From time’'to time we have surveyed -our employee rolls to identify' (1)> under-

- utilized skills, and (2)- employees: with potential for additional skills. Employees

underutilized with skill and who are shown to have the potential are reassigned
to more meaningful duties in which advancement is possible. Efforts. are also
directed toward providing training to -those with potential for learning new
skills needed in the Commission. ¥ : s

We have a number of career ladders developed for occupational groups under
the merit promotion programs. These ladders provide information to the em-
ployees on career opportunitiesin specialty fields. : .

65. 1Would you describe what means your agency uses to recruit quality per-
sonnel?

In recruiting quality personnel, we, of course, utilize the full resources and
assistance of the Civil Service Commission. Further, we develop and use two
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primany:sources;of labor: (1) -academicia:and: (2) industry. ‘We:concentrate on
those schools which offer. such: courses: as. will. best . qualify: its. students, for
transportation careers; We draw. upen. the assistance and advice of the teaching
staff, and ;we. actively recruit on-campus. Our; field staff. members. assist our
recruiting at schools, as well as in private industry. ; ;
We also recruit by advertising in selected professional ‘and' ‘trade journals.
Finally, ‘we ‘continuously strive: throughout ‘the year: to-establish ‘satisfactory
relationships with: a. number of high ‘schools nationwide in order to secure the
higher: quality graduates for clerical positions. In 'short, we aggressively compete
for talent. - . d SRS ; s N it
66. Does your ageney emphasize promotion of employees on the basis of merit?
The ‘Commission has expressed -clear: policy: to promote:on merit and ‘has
adopted plans and procedures which implement that policy without regard:to
race, religion, color; sex, national origin, marital: status, pelitics, physieal handi-
cap, and:age. 'We have individual promotion ‘plans covering ~every -identifiable
position category in the competitive serviee. We ‘are convinced that our merit
‘promotion programoperates on merit and- without bias, etc. This is:confirmed
somewhat by the.absence of employee appeals. -.: . 3T BT TR
© 67. How -does your ageney consider employee complaints, grievances, -and
_ appeals? b : - ; i N N e, {
“Our:grievance procedure was.carefully structured in consultation with the Civil
Service: Commissien and: it is in accord with the latter’s approved :procedures.
Our procedure provides for three levels at which .employee  ‘complaints are
processed. We strive to resolve as many complaints as possible-at level 1, where
.- face:to-face 'discussion between the employee and-his various supervisors is
~encouraged. iR e : i St T
:Level ‘11 constitutes: the ‘formal, ‘structured process where the grievance is
referred: to the Pesonnel Director for decision. It is at this:level that the em-
ployee has a right to a hearing conducted: by a trained impartial hearing officer.
At levels I and II, the employee has a right toa representative of his:own choiee
to assist him in processing his complaint. 3 P i
~Level II1is:a review by the Managing Director of the record made at levels
I and II. The decision at this level is the final decision. This procedure:is in
' accordance with the: Civil Service Commission’s instructions-and it. does not
apply-to those matters appealable to the Civil Service Commiission ; i.e., adverse
actions, performance ratings, reduction.in force, violations:of merit promotion
plans, diserimination complaints, and position classification; Pl P
: ;-.Those matters:not subject to the grievanee procedure outlined above.are hian-
~ dled under. the Commission’s appeal system, which provides:for the employee
(1): the right to reconsideration, with an impartial hearing, of any propoésed
adverse action (separation, suspension, change to lower. grade, etes):; (2) the
. right to. appeal therdecision on reconsideration to higher authority  (the Manag-
ing Director) ; (3) the right to a representative of his ‘choice;and (4)-the right
“to appeal to the Civil Service Commission; . " E LY Ty
168, Is personnel management: considered tobeian integral part.ofithe mission
of:your agency?. . ] BF G i i g e ol e
Yes ;: personnel management is considered an integral part of overall manage:
ment in accomplishing ‘the Commission’s mission, It is-our philesophy that our
human resources are our most valuable asset and that our ‘mampower ‘require:
ments are considered inseparable from the major objectives of the Commission.
- Recruiting, training and developing, and maintaining an efficiént: productive work
force are'the responsibility of each manager. @+ RN Pty
-+ 189: Howdoes your ‘agency treat equal employment: opportunity ‘and:-employ-
ment of the handicapped? : (I

~ Equal ‘'employment’opportunity is very important to us. It is inherent: in dur
concept of “merit principles” and we have given considerable attention to this
matter. The Civil ‘Service Commission hag approved ‘our “action plan” for equal
employment opportunity. The plan-is all inclusive ‘and is thoroughly understood
and participated in at all levels of the Commission.’ SR PR
H..GAO  Audit Reports . . EES R et e b
10, Has ithe General Accounting Office issued any audit. reports-on the: overall
operations of your agency ; that is, reports not directedat a funetional program
of.the igeney, but rather at the management and administration. of the agency?
- The last reports of this nature that we are aware of ‘were in 1962. One..was
entitled-“Review of: Selected Activities, Interstate Commerce; Commission” and

sl
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-another was entitled “Report on Review of ‘Management:of: Selected Field Opera-

tions, Interstate Commerce Commission.”: > i 1 R T
1. Ifiso, to-what extent have the recommendations contained i

been carried:out? i i o Pk g G Ll un Papindil
All of the major recommendations contained in these reports have been:imple-

mented or disposed of in a manner acceptable to: the: GAO. Insofar as we . are

aware there are no items outstanding in such reports that require further action.

fhes‘e ~’reﬁorfs

1T, QUESTIONS ON 'AGENCY OPERATIONS AT THE PROGRAM LEVEL

Program No. 1.—Regulation of Carrier Rates, Practices,: Operating Authorities,
and Finance = ; Uy sran L sty W

1. What is the nature of and authority for this program? e

This program, basically regulatory in nature, involves: the ‘formal economic
regulatory functions of the Commission and: :is -divided into ‘three major
categories : the regulation of rates, services, and related practices;:the licensing
of new operations ;'and the approval of certain carrier financial- transactions. The
Commission’s jurisdiction and authority in these areas is spelled: out in'the
Interstate Commerce Act and related acts (49 U.S.C{sec. 1, et seq.) .

In the rate area, the proceedings, generally, involve the rates, fares, éhérges;
and practices of rail carriers, express companies, pipelines (other than gas and
water), motor carriers, water carriers, and freight forwarders, and the granting

_ of relief from the antitrust laws to carriers party to collective ratemaking agree-
. ments. In addition, proceedings are handled which arise under a number of mis-

céllaneous provisions of the Interstate Commerce Act and other related acts, such
as the Railway Mail Service Pay Act. : , i

Some of the more difficult proceedings in this area which require large expendi-
tures of time and manpower are those where the carriers themselves are unable
to agree on the manner in which their joint rates should be divided; the general
rate increases of all modes of surface transportation; grain rates, port.equaliza-
tion proceedings; controversies involving intermodal competition ; compensation
to be paid railroads for transporting. mail ; and approval by the Commission .of
proposals by the Postmaster General to change the rates on postage, zone or zones,
and the conditions of mailability of parcel post. L ;

Our licensing activities stem from the statutory requirements .that motor
carriers, both ‘common and contract, water carriers, freight forwarders, and
brokers must obtain appropriate authority before instituting new interstate
‘operations, In addition to the ‘applications for operating authority, this area in-
cludes applications for exemption from economic regulation ; investigation pro-
ceedings” looking to the prescription of “rules. and. regulations _governing
operations of such carriers, formal complaints and investigations concerning fail-
ure of carriers to comply with the provisions of the Interstate Commerce Act.or
any requirements established thereunder with respect to operating practices ; the
suspension, change or revocation of certificates, permits, and licenses; and the
granting of temporary authorities for motor carrier service. i SETNE

Motor carrier applications ‘seeking new operating rights repesent a substantial
portion of the entire program. The motor carrier area of the work continues to
show phenomenal growth as the need for furthet extension of motor carrier
gervice Keeps pace with the expanding national economy. S L

With respect to the regulation of carrier financial transactions, the finance
area includes applications, investigations and complaints.involving rail carriers,
motor carriers, water carriers, and freight forwarders under various sections of'
the Interstate Commerce Act. These proceedings primarily involve permissive
applications for authority to construct, acquire, or abandon lines of a railroad
or the operation thereof; proposed “discontinuances or changes in the operation
by railroads of trains or ferries ; approval for motor carriers or water carriers
to enter into contracts and agreements for the pooling or division of traffic and
earnings; authority for railroads, motor carriers, water carriers, or freight for-
warders to consolidate, merge, transfer ownership, or acquire control of carriers,
and, when directly related to such authority, the granting of certificates or per-
mits to motor carriers in connection therewith; authority to issue securities or
to assume obligation and liability with respeet to gecurities of others; authority
to sell securities without competitive bidding; authority to alter or modify out-
standing securities and. obligations; authorityito hold the position:of officer. or
director of more than one railroad; .and formal:investigations concerning possible
violations of the act relating to the foregoing: subjects;; and under:the provisions
of the Uniform Bankruptey Act, approval of plans of reorganization, submission
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thereof, to creditors and stockholders for acceptance or rejection, recommenda-
tion of formulas for segregation of earnings, ratification of trustees,‘ﬁxi;;g of
maximum limits of allowances to trustees and other parties in interest, and
authorization or deposit agreement in connection with railroad, reorganization
or receivership proceedings. :

2. Who is the ‘person primarily in charge of this program at the operative
level (name and title) ?

Bertram E. Stillwell, Director, Office of Proceedings. )

3. How much money and capital equipment is available under this program
for fiscal year 19682

$9,671,000 including $22,000 for capital equipment.

4. Would you describe the output generated by this program?

The output generated by this program is the decision of the Commission in
the proceedings described in response to question No. 1.

5. Can you quantify this output in any way?

Yes. For example in fiscal year 1967, this program disposed of more than
24,000 formal and informal matters which are enumerated in their different
categories as follows : ‘

Applications for  permanent motor carrier certificates, motor contract

carrier permits 'and broker licenses - 6, 986
Complaints, rulemaking and revocation proceedings_______________ 123
Applications for permanent water carrier operating rights_____________ = 17
Applications for freight forwarder operating rights ' . 21
Applications for “grandfather” and interim motor carrier operating rights

filed under section 7(c) of the Transportation Act of 1958.___ . - 5
Ap;())lications for “grandfather” certificates of registration under section

206(a) (7) : ; ’ : 5
Applications for certificates of registration under section 206(a) (6) —___ 52
Applications for temporary authority under section 210a(a)_______.____ 5, 507
Applications to déviate from regular routes 410
Proceedings to revoke operating rights without hearing 620
Authorizations under section 5(2) involving railroad properties not includ-

ing those involving less than 25 miles of track_ ks 71
Certificates of convenience and necessity issued for abandonment of lines

of railroads under section 1(18) i ~ 71
Certificates of convenience and necessity issued for construction of lines

of railroad . ____________ | T R 35

Certificates of convenience and necessity issued for acquisition and op-

eration of lines of railroad under section 1(18) SN e o 9
Train discontinuahce proceedings under section 13(a) 4 o 167
Applications and petitions involving securities under sections 20a and

28 oo T - 206
Finance applications, complaints, and investigations under section 5____ 314
Finance temporary authority applications under section 210a(b) ._______ 178
Applications for transfer or lease of operating rights under section 212(b)

and section 206(a) (6) or (7) ; 878
Applications for transfer or lease of operating rights under section 812___ 7
A;;pléﬁat)ions for transfer or lease of operating rights under section

10(g ! : - - 4
Applications for unification of water carriers under section 5(2)________ 1
Rate cases disposed of during the year, investigations, and suspensions.__ 65
Formal complaints 82
Investigations o e e e - 20
Ex parte proceedings — o e e e i 8
Fourth ‘section applications - - - g 16
Petitions disposed of in all of the above categories e - 2,586
Board of Suspension—Protested rate proposals__ i 4,549
Board of Suspension—Petitions 509
Fourth section Board applications i . ————  bB37
Fourth section Board petitions_.____________ T 41

6. Would you describe the principal operations that are involved in producing
this output? : .

In the exercise ‘of its quasi-judicial and quasi-legislative functiong in the
regulation of carrier rates, practices, operating authorities, and financial mat-
ters, proceedings ‘before the Commission are instituted in several ' ways.: For
example, rates are filed by carriers—rail, motor, water, ‘and freight forwarders
subject to the Commission’s jurisdiction—to which interested persons file pro-
tests. This brings into issue before the Commission the lawfulness of such pro-
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posal, or the Commission may suspend a rate filing. In addition, the Commis-
sion may on its own motion institute an investigation into-new or existing rates
to determine their ‘lawfulness. Also, complaints against an' existing rate or
practice may: be filed by an affected party. In processing these cases, it is neces-
sary to prepare and analyze cost data, cost studies, and formulas. Under other
sections of the Interstate ‘Commerce Act, carriers may seek relief from the
provisions of the act under special circumstances by filing appropriate applica-
tion, e:g., relief from those provisions of the act making it unlawful to charge
more for a shorter than ‘for a longer haul, or a greater compensation on a

 through rate than the aggregate of the intermediate rates.

In the operating rights area, applications for certificates or permits to con-
duct operations in for-hire motor carriage in interstate or foreign commerce

% ag common or contract carriers, for licenses to conduct operations as brokers

g

in arranging transportation by motor carriers in interstate or foreign commerce,
to conduct opeations as common or contract carriers by water, to operate-as
a freight forwarder in consolidating and distributing freight, to gain the benefit
of certain exemptions from regulation provided for in the act, all are initiated
by the filing of the'interested party of an appropriate application. Also, formal
complaints may be filed against carriers by -persons alleging operations are
unauthorized, or the Commission may institute an investigation proceeding on
its own motion to determine the legality of a carrier’s operations. 1

In the finance area, approval of the Commission is required for two or more
carriers—rail, motor, or water—to consolidate or merge their properties and
franchises into one company; for a carrier to purchase, lease, or operate the
properties of another; for one carrier to acquire control of another through stock
ownership; for a person to acquire control of two or more carriers; or for
authority to abandon or extend lines of railroads. All such cases are initiated.
through the filing of appropriate applications by the carriers seeking this statu-
tory approval. Additionally, formal complaints are filed charging unlawful con-
trol; i.e., realizing control without obtaining Commission approval, and investi-
gations are instituted by the Commission where such unlawful control may be
suspected. Train discontinuance proceedings are initiated by a railroad filing
notices of its intent to discontinue or change its passenger operations or service
and the Commission, in its discretion, may institute an investigation of such
proposal. In connection with finance cases, accounting and financial analyses
are prepared and considered in the disposition of proceedings. Issuance of se-
curities by rail and motor carriers subject to the Commission’s jurisdiction must
be approved, and phases of the loan guarantee program are administered by the
agency. ) ‘ : .

In all areas, rulemaking proceedings also are instituted and developed—either
by the filing of appropriate petitions by interested persons or on the Commis-
sion’s own initiative—looking toward the promulgation of a general rule ap-
plicable to a. mode or group of carriers.

In adjudicating these proceedings before the Commission, two principal proc-
essing procédures are employed—oral hearing and modified procedure without
oral hearing. At times a combination of the two procedures may be utilized.
Whatever procedure is followed, the agency must insure adherence to the legal
requirements of the Interstate Commerce Act and related statutes including the
Administrative Procedure Act, all toward the end of promoting the public in--
terest as dictated by the national transportation.policy while, at the same time,
protecting the rights of the individuals concerned. i :

Tf it is determined that an oral hearing is necessary, the proceeding is referred
to a hearing examiner, appointed pursuant to the Administrative Procedure Act,
who presides at the hearing in the matter. He governs the case during the course
of the hearing, administers oaths to. witnesses, makes rulings on evidence, re-
ceives exhibits, and generally is responsible for the compilation ‘of the formal
record upon which the agency’s decision ‘is based. A transcript of the record is
made by a court reporter and all witnesses submit their évidence under oath.
Both the proponents. and opponents (applicants, protestants, complainants, de-
fenidants, respondents) are allowed to be represented by counsel at such oral
hearings and each side is given an opportunity to adduce evidence through the

‘direct and cross-examination of witnesses.

The hearing examiner functions as'a trial ju(jge, rules on the adﬁlissibility of
evidence, and generally directs the course of the hearing. ‘Subsequent to the close
of the hearing and after the filing of briefs, if any, the hearing examiner reyiews

the record that has been compiled and based on such record issues his report in
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the;matter, making findings. of fact; resolving any legal issues thatare presented,
and reaching: an ultimate conclusion :if ‘the relief: sought .should. be granted: in
whole-or in part, or:denied, and giving his redasons for such ultimate conclusions, -
Under the:Commission’s: generalrules of practice, persons:who do not agree with
this. decision may: file ‘appropriate appeals in the form 'of ‘exceptions to the
examiner’s. recommendation; and other ‘parties to the ;proceedings ‘have an op-
portunity to reply thereto! These pleadings; tégether with: the ‘record in the case,
are submitted to.lan appropriate appellate body for review and further decision.
‘This may:be an'employeé review board, composed of three senior staffattorneys, .
created pursuant to:pertinent statutory‘authority:; or, Af ‘the case ig‘complex,
precedential, or of national or genéral importance, it may be referred to the entire
Commission,. or:t6 a- division: thereof: composed - of three Commissioners, for ap-
pellate review: of ‘the hearing examiner’s decision: The appellate body ‘may issue
another report or a decision and order 'which in effect, is‘an-abbreviated deci-
sion; in those instances'in which the hearing officer’s treatment’of the issues is

adequate, and his decision i affirmed. 1 ' FAb RS g S S
-+ After decision by the Commissioli or a division thereof, depending ‘on whether
a change has been made to the initigl recommeridation of the heating examiner, .
~a further ‘appeal in-the nature of petitions for reconsideration, further hearing, -
oral argument, or ‘Some other relief may be filed. In all instances in ‘which’ the
intermediate relief is a decision by 'an ‘employee board, petitions'may be filed and :
any party before ‘the ‘Commission may have ‘his case considered by the Commis-
sion or a division fhereof. = ' i o . o ‘ P .

. Under the ‘second named ‘procedural method of disposing '0f the caseload-— =
modified! procediire~~no oral hearing is held. Parties present their evidence in
the case through the submission of verified (Sworn) statements to the Commis-

sion.’ Opening'statements are filéd by the propoments of the relief. sought, and =

opposing parties then are given an‘opportunity to file their verified statements ;
in'turn, ‘the parties filing the initial statements are given an ‘opportunity to file
rebuttal statements. Following the submission of these statements, ‘the record is
. Submitted usually'to an employee board which issues the initial decision through,
- 10 some instances, an initial report under Modified procedure may still be issued

by a hearing examiner.” = ¢ . ‘ ‘ . o

Following the ‘dssuanee of the initial decision, the procedural relief and

Drocessing steps within the Commission are the same as outlined with respect

to the oral hearing procedures. The evaluation, analyzation of the record and
pleadings, drafting 'of reports -and’ orders is, almost exclusively, handled by
attorneys other than hearing examiners. Each Commissioner also has his per-
sonal staff of attorneys to assist and advise him. All Commission decisions may"
“be appealed to a court of law, and the processing of the case and ‘the report of
the ‘agency must reflect all procedural and substantive safeguards, and contain
adequate reasons, based on the record, for the conclusions reached. - :
In those cases in which an operating authority is authorized to be issued to an
applicant after the application is finally .adjudicated, a certificate, permit, or
license is prepared and released upon.receipt of evidence .of public liability in-
surance for the protection of the public, cargo insurance (if applicable), designa-
tion of agent for service of process.in‘those States in which the carrier will oper-
ate, and acceptable rate filings to cover the grants of authority. In those cases in
‘which the transfer of an operating authority or mergers and consolidations of
carriers are approved, appropriate operating authorities reflecting the approval
‘are prepared upon compliance with the same regulations relating to the filing of
insurance, designation of agents for services of process, and the filing of rates.
The support of all these functions requires docketing, service of orders, plead-
ings, notices, and decisions. - : . L o
How many employees are involved in the program and in what general type

of employment categories do they fall? L i s :
_There are a total of 732 employees involved in this activity, of whom 403 are

professional and 329 are clerical personnel,

Nine Commissioners are engaged in adjudicatory activities with a total staff
0f 77; 41 are professional and 86 are clerical employees. : :

The Office of Proceedings, which is the office primarily responsible for the ad-
~Judicating of all of the formal case work of the Commission, consists of 422
- employees,- Of these 268 are professional employees, i.e., attorneys or adjudi-

cators, and the baldnce (154) are clerical personnel. = . i i .

-~ The Section of Cost Finding has 55 employees of whom.37 Aare professional

(cost analysts) and 18 clerical personnel. ‘ o o
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~The Seetion! of Finanecial’ ‘Analysis‘has a staff
sional and two clerical. . e gl ;
~iThe {’Board‘@‘f Stspension has 44 eniployees  of ‘whorni*38 are professional‘and
six are clerical personnel, e Slr £
- 'The'Fourth"Section ‘Board has 11" employees 6f 'whom 10 are professional and
oneis clerical:* e Lo
" 'The"Section of Records and Service in the Office of the Secretary has 112 'em:
pldye%é 41l of whoin aré clerical. ; el : i e
g )

‘of 11'of ‘whom nine"sre profés-

‘the grade structure and how many super grades—quota -and non-
nvolved?’ i L s

a
quota—are i

This activity involves grades from GS-1 through GS-18. - T ety
" There are 120 super grades in the Office of Proceedings; of these 109 are hear-
ing examiners appointed pursuant to the Administrative Procedure Act, and are

~ in the nonquota super grade structure; the other 11 super grades are quota posi-
_tions. There are 134 attorneys assigned to the Office of Proceedings in grades
GS-7 to GS-15 who are engaged in the preparation of reports and orders de-
seribed in’ reésponse, to question No. 6 above, or are assigned to the employee
boards. Assisting two of these boards are 12 adjudicators (who have legal or
equivalent experietice but are not required to be admitted to a bar). v
__The grade structure in the Comniissioners’ Offices is from G8-3 through GS-15.
‘The Section of 'Cost Finding has ‘37 cost analysts positions in grades GS-7

. through GS8-15; and 18 clerical positions in grades GS-2 through GS-7. = . "

" The' Section of Financial Analysis has nine analysts in grades GS-9 through

G815, and two clerical personnel. B : : :

" The Board of Suspension grade structure is from grade GS-2 through GS-15.
-~ The Fourth Section Board grade structure is from grade GS-5 through GS-14.
“MThe Section ‘of Records‘and Service grade structure is from grade GS-1

through GS-11. " L : e ; 3

"9, What capital equipment, such'as ADP, if any, do you rély upon to fulfill this

program? :

In addition to the usual office equipment, such as typewriters, files, office furni-
ure, law books, ete., the Commission’s centralized ADP facility is utilized.

10. Do you expect the expenditures or the benefits of the program to grow
appreciably in the future?

.~ 'Both the expenditures and benefits of the program will grow with the'increase
in population, the relocation of industries, and the expanding economy. The ex-
tent of the growth is‘a factor over which the agency has no: control. An-America
on. the move will demand more and better facilities-and services at reasonable,

nondiscriminatory rates. This demand will result in increased activity for the
economiec regulator-—more applications for:approval of new or additional operat-
ing authority ; more applications for approval of consolidation of carriers and

~proposed corporate and financial structures; and more contested rate proposals.
The inereased activities will require more expenditures and will result in more
benefits to the public. :

11. At what level are the personnel responsible for the various parts of the

. program coordinated to determine if the program as a whole is being efficiently
carried out?. ity :
_The Director of the Office of the Proceedings.

12. Is there a continual program review within the agency, other than the
annual budgetary review, to determine more effective and efficient ways to achieve
these program objectives? . L % e
. The Director with his principal assistants conducts a continuing program re-
yiew to determine more effective and efficient ways to achieve the.objectives.
Another means is the Commission’s. central status system, under which each
active case on the Commission’s docket (as many as 8,500 cases) is controlled
‘from date of 'filing to final decision including its exact processing stage and
the date it reached that stage and preceding stages. Through the control devices
incorporated in this system we can determine. the age of any. specific docket,
series of dockets, or the entire docket. Additionally we can determine how ‘long
a specific case has been at a particular processing stage and by applying pre-

- programed quality . (elapsed. time) criteria can identify and print-out any out-
of-line case for the review, of management.. Additionally, through accumulated
listings of cases at a particulgr processing stage, we can detect possible trouble
spots and initiate corrective action. Through statistical comparisons of elapsed
processing times with prior periods, we are aware at all times of the actual
condition of our’docket both from a quality and quantity standpoint. We have
found this Systerh to be an effective control and planning tool and it has con-
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tributed significantly to the more effective management of our primary work-
load, namely, formal proceedings cases. o

13. To your knowledge, does this program duplicate or parallel work being
done by any other agency? . .

I know of no program subject to our jurisdiction which duplicates, overlaps,
or parallels work being done by any other agency. There are, of course, other
agencies responsible for economic regulation, such as the Civil Aeronautics
Board, the Maritime Commission, the Federal Power Commission, and others.
However, their activities relate to transportaiton over which this Commission
has no jurisdiction nor do they have jurisdiction over the transportation regu-
lated by this agency. . .

. 14. Is your organizational structure such that the program is being carried out
most efficiently and effectively ?
. Yes. We always are seeking ways to improve our practices and procedures. For
many years, one of the Commission’s most pressing problems has been how to
to cope with its huge caseload. In fiscal year 1966, 11,572 cases were filed ‘with
the Commission, and over 80 percent of those involved were motor carrier appli-
cations. Since 1961 the number of filings has increased by 60 percent,. while the
size of the staff has been Teduced slightly. In spite of this, we have reduced the
- average time it takes to dispose of a formal proceeding. :
- ‘We have greatly increased the number of cases being handled without oral
hearings. Improvements have been made in our mostly widely used application
form which have the effect of requiring those seeking motor carrier authority to
prepare their cases more fully before filing their applications. . In 1966, we
adopted, for the first time, a schedule of filing fees. We have taken a number of
steps to expedite the handling of cases. .
" One of our most successful innovations to deal with our workload has been the
assignment of decisionmaking responsibility to three-man employee boards. Fol-
lowing amendment of the act in 1961, employee boards began handling contested
as well as unopposed cases, and they have relieved the Commission of the respon-
sibility of considering several thousand proceedings annually. :

15. Are there any outstanding GAO reports on this program ? If so, what is the
status of the GAO recommendations the report contains ? .

No.

16, What significant problems, if any, are you facing in accomplishing the
program objectives? : :

Some significant .problems encountered in accomplishing the program objec-
tives are in the legislative area. Included are needed changes in the act related
to service. These involve substantive and procedural changes in .those provi-
sions concerned with train discontinuances and additional authority to encour-~
age the handling of small shipments by motor carriers through control over
through routes and joint rates. : :

SMALL SHIPMENTS

- The Commission is very much concerned with improving the transportation
system over which it has jurisdiction. One problem which we intend to continue
to study intensively and in depth during 1968 is the transportation of small ship-
ments. The numberi of informal shipper complaints about the deterioration of
service for the movement of small shipments has been increasing sharply in the

- past year or two. The carriers, too, are unhappy about the situation; complaining
that there is no profit in'small shipment transportation. Whether the root of the

problem lies in carrier practices, the rate structure, or somewhere else, we hope

to find solutions. : i

Closely associated with the small shipment problem is the matter of motor
carrier joint rates:and through routes. Shippers need motor “carrier service
between widely scattered points, and must rely to a great extent upon the co-
ordinated services of two or more carriers for the movement of any given: ship-
ment, The Commission now has no power to ¢ompel motor carriers to establish
through routes and to publish joint rates, although it does have this power with
respect to railroads and water carriers. Refusals on the part of motor carriers
to handle shipments originating on the lines of other carriers are being brought
to our attention with increasing frequency. We are convinced that if adequate
motor service is to be made available to the Nation’s small businesses, we must
be in a position to require carriers to enter into through route arrangements
where there is a public need for seryice. Legislation to remedy this matter is
pending in both Houses of the Congress. . i &

i it i
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‘ " RAIT, PASSENGER SERVICE :
' TThe Commission algo'is considering the matter of preserving railroad pas-
senger service. Of particular concern to us are the present statutory provisions
relating to the discontinuance of passenger trains, A railroad proposing a dis-
continuance must give the Commission at least 80 days’ notice, and not less
‘than 10 days before the efféctive date of the discontinuance the Commission must
decide whether an investigation is warranted. We then can require the railroad
to continue operations for a 4-month period. In this time, the Commisgsion must
decide whether the service should be continued for a period up to 1 year or dis-
continued. In proposals involving the elimination of a railroad’s entire passenger
operations, or a large segment thereof, we are faced with insufficient time to hear
.public and railroad witnesses and to make a truly informed decision in this
4-month period. e
The Commission’s jurisdiction in this area, including.the 4-month time limit,
was added to the Interstate Commerce Act in 1958, when the general railroad
financial picture was not nearly so bright as it is today, when State action had
prevented the discontinuance of many unprofitable trains, and when there was
little evidence of the desire to abandon or restructure all service. Today the
situation has changed. We have made specific legislative recommendations in this
area.
RAILROAD MERGERS

The rail merger picture is far from complete. Extensive proposals to restruc-
ture the rail system in the West now. are under active consideration. A number
of vital aspects in the eastern rail situation are still pending. Taken together,
these proposils involve nearly all of the major railroads in the United States.
‘The ultimate disposition of these cases will, therefore, deteérmine the structure
of the rail system of this country for years to come.

' PRANSPORTATION BY AGRICULTURAL COOPERATIVES

A strong prosperous common carrier is the backbone of this country’s trans-
port. system. Regulated common carriers, charging rates which have been found
to be just and reasonable, providing services which have been found to be re-
quired by the public convenience and necessity, and required by law to handle
all the traffic tendered to them, constantly face competition from those whose
operations, for one reason or another, are exempt from the Commission’s eco-
nomic regulation. One such group—the agricultural cooperatives—has recently
achieved a substantial victory in the courts that enabled it to become a: serious
competitive. threat to regulated carriers. It has been held that an agricultural
cooperative may transport commodities having no relation to farming activities
from persons who are not farmers to persons who are not farmers, so long.as the
transportation serves financially to support the cooperative’s farm-related activi-
ties. Thus, an agricultural cooperative, after transporting its members’ products
in one direction, can use its vehicles for any other service whatever on the re-
turn haul. We believe that this poses a serious threat to common carriage in
all modes. That agricultural cooperatives will attract. significant volumes of
traffic is indicated from the fact that the Department of Defense has commenced
tendering shipments to them. We already have submitted for congressional con-
sideration corrective legislation.

FREIGHT CAR SHORTAGES

As a result of a recently enacted statute (Public Law 89-340), the Com-
mission has authority to prescribe “incentive per diem” charges which, it is
hoped, will effectively stimulate individual railroads to build and maintain their
fair share of the freight car fleet required to meet the demands of commerce
and the national defense. Although the Commission is acting expeditiously, it
is not realistic to expect that implementation of its authority under this statute
will immediately “solve’”. the problem.

17. Do you administer any grants, loans, or other disbursed funds related to
this program? If so, is the size of your administrative staff commensurate with
the magnitude of the outlays? ‘ e

Part V..of the Interstate Commberce Act, enacted in 1958, permitted the Com-
mission to guarantee loans to railroads. The provisions of that act terminated
‘oh June 30, 1963, except 'with respect to applications then pending and guaran-
tees previously made. All applications pending oii’'that déte have been acted upon,
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-and the proceeds of all guaranteed loans have been disbursgd. Petitions to modify
the provisions of ;guaranteed loans previously made continue to‘ be ruled upon
and policing of the loans will: continue until all loans. are repaid. The staff is
-sufficient to administer the program. . iy R0 SR R e
- 1118, If your-appropriations were reduced, how would you absorb.the cut:
_.overall reduction, or by.cutting or curtailing certain.activities? . .., N
The decision as to how the:Commission .would .absorb any reductions: in.appro-
briations is one made by the ‘Commission; This program would, of course be
‘gnided by the approach decided #pon in applying budgetary cuts, iy i
.+119..If additional;funds were. available; what would you do with the new,money?
1. We would hire additional personnel to reduce. backlogs, shorten the time neces-
-sary to proeess. cases, and get into areas where additional personnel are:.required
o make significant inroads; such ag eonsolidation .of motor ecarrier certificates.

“Program No. 2 ~Compliance - ;o R e Sk :
- 1. What is the nature of and authority for this program? . G
' The National Transportation Policy (49 U.S.C. preceding sec. 1), declared by
the Congress, requires that all provisions. of the Interstate Commerce Act. be
-enforced to meet the aims of that policy. Other than those provisions dealing with
safety, the enforcement of that act, as well as the Elkins Act, parts of the Clayton
- Anti-Trust Act, and other supplementary legislation is the responsibility of the
Commigssion, These statutes are codified in various sections of titles 2, 15, and 49
-of the United States Code. The Commission’s: regulations promulgated thereunder
-are contained in various parts of title 49 of the Code of Federal Regulations:The
‘eomplianee program is directed chiefly to promoting the following domestic, sur-
face transportation concepts and objectives: adequate, economical;-and efficient
transportation service; sound  economic conditions:in  transportation service;
sound economic conditions in ‘transportation ; reasonable charges; prevention ‘of
unjust discrimination; undue preferences or advantages, and unfair or destruc-
tive competitive practices; and a transportation: system:adequate to meet vital
- national needs. Thus, we are authorized and obligated under these provisions, for
‘example, ‘to' require that carriers obtain appropriate authority before instituting
‘service and’ that thereafter they ‘operate within ‘the limits of their operating
‘authorities, charge rates in accordance with: their lawfully filed tariffs, and ‘do
‘not perform uncompensated services; ‘that' they do not 'unduly'favor in service
‘or charge any particular shipper but that all are treated alike; and that they
‘maintain insurance for the protection of cargoes transported and to compensate
tthe public for any personal injuries and property damage they may cause. o
The broad termg and importance of this Congressional mandate require that
‘there be maintained continuous contacts with carriers of all modes and all those
most affected by the'transportation industry and also requires cooperation by
‘Commission personnel engaged in ‘this ‘priogram with regulatory personnel of
the Department of Transportation, other Federal ‘departments and agencies, and
the various State governments in promoting the listed transp‘drtati‘on goals not
‘only with respect to matters which-are within the Commission’s’ jurisdiction but
also “nonjurisdictional” matters where this Commission receives complaints or
Tequests ‘for iriformation and assistance from the public or has uncovered infor-
‘mation of use to such other governmental body. o R g
2. Who is'the person primarily in charge of this program at. the operative Jevel
(name and title) ? o P
The investigatory portion of the compliance program is directed by Robert D.
Pfahler, Director, Bureau of Operations; and the formal legal enforcement activi-
ties are headed by Bernard A. Gould, Director; Bureau .of Enforcement,
. 3, How much money and capital equipment is available under: this program for
The Interstate Commerce Commission has set: aside $6,499,000 to conduct the
compliance program and an additional $15.527 for capital equipment. s
.- 4. Would you describe the output generated by this program? = - e T
The compliance program maintains continuous contact with domestie surface
«carriers of :all modes, those most affected by the transportation industry,.and
State regulatory agencies. Inspections and investigations are conducted to:deter-
mine the degree of compliance with the Interstate Commerce Act and: related
acts, with the rules bromulgated . pursuant. thereto, and with published tariffs -
Dby carriers .and shippers. Where noncompliance is uncovered in the course of
regular compliance suryeys by: the field staff, the findings are handled adminis-

tratively.for,correction or further investigation is instituted to determine whether
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thev evidenée warrants formal action before the CpmmisSiog or in the Federal

courts, . i .
" Compldints are received from 'shippers, other carriers, State regulatory bodies,
‘and the general public alleging violations of the law or regulations.’ These
‘allegations are investigated; and where deviations from the law, regulations
or tariffs are found, they are given administrative handling for corréction; or
where flagrant or continuing, become the subjéct of prosecution in the courts
or proceedings before the Commission, ARG AL TR L St

" A large volume of ‘complaints ‘is Teceived covering’ matters over which the.
‘Commission has no jurisdiction. In those instances ‘the ‘staff members ‘endeavor
to reconcile the ciuse of complaints with the carriet or, when appropriate, refer
it to an agency which has jurisdiction. For example, coniplaints covering safety -
matters are referred to the Department of Transportation, which now- adminis- -
ters the Federal safety functions, and complaints covering intérstate transporta-
tion are referred to the appropriate state regulatory authority. GRS R e
| - Substantial information is developed concerning apparent violations: of, ithe
law and regulations from our own findings during. compliance surveys,:from
the handling of -complaints, and from information supplied by state regulatory
bodies. The violations uncovered are then assigned for ‘thorough field investiga-
tions directed toward determining the degree of noncompliance by the:carrier,
aand in some instances by the shipper. In the course of these investigations, per-
sons are interviewed and evidence secured for consideration for formal enforce-
ment action. The results of these investigations are then handled by the Com-
mission’s enforcement attorney staff and become the basis of civil or ¢iiitiinal
‘proceedings in the Federal courts or are made the subject of a formal Cotnmis-
sion’ proceeding. The compliance program also includes the adminigtration 'of
the car service provisions of the act, and the Commiission’s agents in the field
assure that there is an equitable distribution and efficient use of the national
rail car fleet. P

" 5. Can you quantify this output in any way? o
U In carrying out the compliance program, our staff polices more than 19,000
licensed brokers and motor carriers of passengers and property ranging from
dmall carriers with only a few vehicles operating from one or two terminals
to large carriers operating several thousand pieces of equipment in numerous
States and utilizing hundreds of terminals: about 558 rail carriers operating
over 26,000 stations and yards encompassing a car fleet ‘of more than 1% million
freight cars; 230 water carriers operating in coastal and inland water ‘service ;
and 89 freight forwarders with extensive operations. In addition to the author-
ized carriers, there are also innumerable illegal and questionable operators.whose
activities must be investigated to determine whether or not they are operating
outside of the law. @

- In the investigative area, the compliance program objectives for fiscal year
1968 and 10,530 compliance surveys, 3,661 initial investigations resulting from
complaints or leads supplied by State agencies, and 1,109 final investigations in-
‘stituted with a view toward formal enforcement action. It is. anticipated that
the investigative activities will result in the conclusion of 815 cases through pros-
ecutions in the courts or by prelitigation settlements. of’ civil: forfeiture claims,
plus about 200 formal Commission proceedings. B ST R NDER A
" The. punishment, correction and elimination of unlawful acts: aids the public
by removal of inequities such as unfair competition. These efforts foster a sound
transport system. | : oy e TG

6. Would you describe the principal operations that are involved in producing
this output?: SR L i ek it ’
In the conduct of the Commission’s compliance:program, ‘several investigatory

methods are utilized. Normally in dealing with autherized carriers, the field:staff
conducts compliance surveys on the carriers’ property. These surveys consist of
‘a-visual dinspection of the carriers’ facilities, operations,-and records. When dis-
erepancies or. violations are discovered, they are handled: with carrier officials

" .for correction if they can be handled administratively. If the violations are fla-

-grant and continuing, documentation is made of the records for use in further in-
ryestigation, or for enforcement action. S b D iy,
Numerous investigations arise as a result of complaints from the shipping:pub-
lic, State enforcement agencies; or other carriers. :‘When. they cover matters
-subject toour jurisdiction, they are assigned for formal investigation. At this
.level the staff member must explore all details of the complaint with the respond-
.ent, the shippers involved, and possible witnesses. As a’ result rof this formal
investigation, a decision will be made by the field program directors as to whether

v
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or not the matter should be handled administratively, by prosecution in the Fed-
eral courts, or as a formal case before the Commission. When flagrant and con-
tinuing violations are discovered, either as a result of a compliance survey or a
complaint investigation, the report and documented. evidence are submitted to
‘the Comimission’s enforcement attorneys. The enforcement attorneys will review
.the report of investigation and documented evidence to get the past record of
~the respondents, and from the evidence submitted will prepare a memorandum
of review which will outline the facts in support of a recommendation to proceed
-to the Federal courts or the Commission for formal proceedings, or whether the
-evidence and precedent cases would foreclose a successful. prosecution of the case.
7. How many employees are involved in the Dbrogram and in what general type
of employment categories do they fall? ; G o
To carry out the compliance program the Commission has established 506 posi-
tions in the following categories : . :

Attorneys ; . : 50
Transportation teéchniciang : : 182
Investigators e : LA - 48
Clerical 3 : 226

Total positions ; 506

8. What is the grade structure and how many super grades—quota and
nonquota—are involved?

The Commission’s compliance activity has a quota of 4 super grades. There
are no nonquota grades involved in this program. The grades distributed
throughout the program are as follows : Soiad

0. 0.

Grade: R : ! positions
17 . . e SRS
16 : i 2
15 __ : _ i -1
14 : ——.- 380
13 " VA S el W N - . 35
12 _ 191
11 o — 11
10 , i : R ‘ 2

9 R : 1
8 2
7 5
6 - 16
5" ; .- 125
4 61
3 12
Total positions Lot - 506

9. 'What capital ‘equipment, such as ADP, if any, do you rely upon to fulfill
this program?

The compliance program had no major items of capital equipment, such as
ADP of its own, however, this equipment is available from a centralized position
at headquarters. The only capital equipment utilized in the compliance program
is typewriters, calculators, and similar office equipment,

Automobiles for use of the field staff are obtained from the General Services
Administration on a lease basis.

"10.. Do you expéct the expenditures or the. benefits of the program to grow
appreciably in the future? :

The expenditures for the compliance program are made primarily for personal
services and travel to énable the maintenance of an adequate staff with suf-
ficient mobility to' cover the widespread geographical locations in which the
surface transportation industry operates: Transportation is a growing industry
and will continue to grow as the country grows ‘in’ population and industrial
capacity. ‘ ‘ ! :

" There have been modest staff increases authorized by the Oongress for com-
plianee purposes throughout this century; and as furtlier growth in the industry
develops, it *appeatrs 'degirable ‘that the ' conipliance éffort keep 'space of the
industry ‘regulated: However, it is not foreseen that there will be any large
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additions of staff unless additional regulatory authority is assigned by the
Congress. : e @ o : a B :

The principal benefit ‘from an’effective compliance program is:a -national
transportation system adequate to meet vital national needs and that the follow-
ing domestic' surface transportation .concepts and objectives are met: adequate,
economical, ‘and efficient’ transportation service; sound economie conditions in
the industry, reasonable charges; prevention of unjust discriminations; undue
preferences or advantages; and unfair or destructive competitive practices. Qur’
efforts are geared toward: producing these benefits, and it is expected that
these benefits will continue to accrue to the shipping public and the nation.

11. At what level are the personnel responsible for the various parts of ‘the
program coordinated to determine if the program as a whole is being efficiently -
carried -out? o :

The -compliance program 'in the field is administered in six geographical
regions, and it is headed by a regional counsel and a regional director. Other
staff menibers are located in the regional headquarters offices and in other
offices located throughout each region. There are a total of 82 offices throughout
the United States. The regional counsel coordinates the activities of the trial
attorneys in their handling of formal actions before the Commission or in'the
Tederal courts. The regional director coordinates investigative and administra-
tive portions of the program at the field level. These field program directors, in
turn, are responsible to their bureau directors in Washington, who, assure that
the entire program is coordinated and efficiently administered. : B :

12. Is there a continual program review within the agency, other than the
annual budgetary review, to determine more effective ‘and efficient” ways to
achieve these program objectives? - . ‘ ey

Tn addition to the annual budgetary review, the compliance program is in-
cluded in the Commission’s intensive program evaluation system which is ad-
ministered quarterly by the managing director to assure that program ‘objectives
are being adhered to and the goals set are being met. In each region there is a-
required internal inspection program, wherein the individual staff membpers and
their office staffs are visited to determine their on-the-job performance and if
they are properly performing their work. Additionally, Washington headquarters
officials make internal inspection visits to the field offices to assure the effective-
ness of the field inspection program. Quarterly reports are required from field.
staff members, which; are utilized: both at the regional office level and at the
Washington headquarters level.in the quarterly program evaluations. Statistical .
results of: the compliance efforts are reviewed by both.the regional program di-
rectors and by the Washington office staffs, with a view to, ascertaining conform-
ance 