CHAPTER VIII

UNEcoNoMICAL GOVERNMENT INTERFERENCE WITH, AND
ENCOURAGEMENT OF, TRANSPORTATION

§1
Navigution Laws

ONE of the important metheds which governments
kave sometimes followed in order to develop & national
mercantite marine, has been the method of navigation
acts, excluding foreign vessels from certain designated
commerce, For cxample, England’s navigation acts
of 1646 to 1660 (act of 1651 perhaps of chiefl importance),
prohibited the importation of any goods into Englund or
Ircland or any of the British Colonics, except in British
ships, owned and navigated by British subjects, or in
ships of the couniry where the gaods were produced ;
also these laws prohibited the export to foreign ports of
any goods produced in the American colonivs, ¢xeept
in British ships.! Our own Federal luw regarding the
coasting trade is of the same genus, This law requires
that “no merchandise shall be transported by water,
under penalty of forfeiture thereof, from obe port of the
United States to another port of the United States,
either directly or via a foreign port, or for any part of the
soyage, in any other vessel than a vessel of the United
States.”

t See Linday, History of Merckami Skipping, Londos (Low, Law sndl Searle),
1847, Vol. 11, pp. t82-18g.

Tyo Stat. L. ch. 28, p. 248, Referred 1o in the Report of the Commlbs-
sioner of C lons, on Trawsportation by Waks in e Unibed Stakts, Part
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Such navigation acts are closely analogous to protec-
. tive tariffs. Like protection, they develop the favored
home industry by excluding foreign competition, not,
as in the case of the bounty, by providing funds to help
meet this competition. Like protection, these laws can
do po more than guarantee home patronage; they can
not insure successful invasions of other commerce, de-
pendent soicly on foreign patronage. As with protec-
tion, the burden of these laws rests upon consumers (of
goods carried in the protected ships), rather than upon
taxpaycers as such.  The burden rests upon consumers,
because the exclusion from the designated commerce,
of ships presumably able to carry goods more cheaply
than the favored domestic ships tends towards high
transportation ratcs, and, therefore, towards higher prices
to consumers, of goads carried, or towards decrease of
domestic commerce, or both.  The burden of such a
policy may not be equally distributed over a country
enforcing it, but may rest with especial weight upon those
sections of the country which, being on o near the coast
line, have most to gain from cheap water transportation,
A navigation policy like that established by the historic
navigation laws of Englund, above mentioned, may also
tend, by increasing transportation costs, to limit the
cxport trade of the country adopting such a pelicy., Only
in case other tountrics have no available alternative
source of supply for gowls desired, can the extra cost of
1, 1pog, pp. t18, 119, Since the abave was written, Congress has passed u law
{August, 1914} sdmitting forcign-built ships to American registry if owned or
purchased by Amcricans (See ¥er York Woeld, Aug. 38, torg). Suth ves
scls were not previously ranked as Ameticas and had to sall under alien Sag
Bt the new law does act permit foreign-built ships to eagage in the coating
trade.

1 the tatter carrisd poods more chaaply, they could drive out foreigm rival
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carrying these goods rest as a burden on the consumers
of those other countries.

The main argument against navigation laws is the same
as that against protection. Like protection, it diverts
labor and capital from Lines which they would otherwise
follow, into relatively unprofitable lines. Thesc laws are,
therefore, as indefensible, cconomically, as are protec-
tive tariffs,. Where navigation Jaws would be likely to
develop a national marine, able, eventuaily, to compete
in the world’s commeree suceessfully without aid, there
is a reasonable probability that conditions are favorable
to this success and that it would be attained in time
without government coddling. Where, in spite of navi-
gation laws intended to develop a pations) marine, abil-
ity to compete outside of the protected limits is never
attained, the protective Jaws involve a continuous burden
on the general public. Whatever military justification
may exist for such protection to national navigation,
economic justification is usvally absent, and is probably
always of doubtiul weight.

§2
Subsidies to Native Shipping

Another method of encouraging a national mercan-
tile marine is that of paying so-called shipping subsidies.
Shipping subsidies are simply bountics paid to the ship-
ping industry. Whatwassaid in Chapter V11 (of Part I1)
regarding bounties applics, thercfore, toshipping subsidies.
Like bounties and like protective tariffs, shipping sub-
sidies divert national industry out of its natural lines
into a line which, without such encouragement, it prob-
ably would not follow, or which it would not follow to
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the same extent. Unlike protection, subsidies do not

* exclude foreign competition, but simply endeavor, by
meoney payments, to make it polsible for the national
marine to mect this competition. As with other bounties,
therefore, the burden falls upon taxpayers, rather than
upvn shippets or ultimate consumers. The two last
classes may cven gain somewhat, if a subsidy is sufficient
to cause lower freight rates in spite of the greater cost of
transportation in native ships. But even these classes
will gain nothing if a subsidy is just high enough to en-
able native ships, previously unable to compete, to charge
rates no higher (and no lower) than those charged by
foreign ships.

One of the cruder arguments lor subsidies, as for pro-
tective tariffs, s to the offect that when we patronize
foreign vessels we have to send our money abroad, and
that we would* save” this money if we carried the freight
in our uwh vessels. As u matter of fact, money is not
the one thing for which trade, in the last analysis, is
catried on.  Furthermore, if money flows out unduly, it
thereupon begins to flow back again, in accordance with
the principles which we have su often set forth in previous
chapters.! As regards the most cconomical directions
of industrial and commercial development, it should
be apparent that if British or other ships can carry goods
more cheaply than our own merchant marine, then our
labor may Vetter he devoted to the lines where it yields
greater returns, to services which otherscannotso well per-
form for us, to vur lactorics, farms, mines, and railroads.
If American labor is more profitable when devoted, for
instance, te the running of railroad trains, then it is poor
economic palicy to draw it, by subsidies, into the running
of ships.

i See, for example, Part 1, Ch. ¥V, 446, 7. &
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Another argument for subsidies is based on the asser-
tion that “trade follows the flag.”’ This assertion, used
in relation to subsidies, suggests that a national merchant
marine acts as 2 species of advertisement, that, for ex-
ample, the American flag flying at the mast head of a
merchant ship will stimulate a desire in South America
or elsewhere, to examine, and, therefore, eventually to
buy, American goods. Except for purposes of adver-
tisement, foreign ships serve as well to carry American
goods to marketl as do American ships, and better in
proportion as they carry these goods more cheaply.

Probably there is same advertisement for a country’s
goods in the ubiguitousness of its merchant ships.  Yet
we must beware ol exaggerating the amount and the
vatue of this advertisement, and of overlooking its cost.
France has made considerable effoct to develop shipping
and has hoped thereby to develop foreign commeree,
while the United States has done almost nothing to stim-
ulate foreign trade in American ships; yel 4 practically
stationary forcign commerce of the former country has
been contemporaneous with an extensive growth of the
commerce of the latter.! ““The history of the world's
commerce seems to show conclusively that the nation-
ality of ship owners is quite a secondary matter in the
development of trade.” ?

So far as the presence of a nation's ships, &.g. American
ships, on the high seas and in foreign harbors, really tends
by its advertisement to stimulate Amcrican export
trade, it would seem that the persons having to pay for
this advertisement should be those who expected to
reap special gain from it. Why should not merchants

M

i Meeker, Bivlory of Skigping Subsnidier {in ions of the A
Economic \ssodalion, Angust, 1905). p. 2713, 1 Ihid.
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and maoufacturers who are interested in exploiting the
trade of any part of the world, and who seriously think
that the presence there of vessels flying the American
flag will bring them a larger market, be willing to sub-
scribe to the stock of American lines, or pay a little extra
to have their goods carried in American vessels, or both?
Is it not possible that American merchants and manu-
facturers will not do this to any great extent, because the
gain would be so small as not to equal the cost? Hard-
headed business men spend a great deal of money in ad-
vertising. Somc of them are enthusiastic over the as-
sumed gains of this pacticular kind of advertising if it
is proposed that it shall be done at public expense by
means of subsidics, But would they consider the rather
problematical results of such indirect and indefinite
advertising worth paying for out of their own business
profits? By the subsidy method, many persons and
many sections of the country are taxed to secure results
which may be of little or no benefit to them and which
are probably of not very much benefit to any one.
Another argument in favor of subsidies is one that
corresponds to the infant industry argument for protec-
tion. It is urged, in this view, that subsidies should
be given to divest industrial and commercial activity
mare largely into shipping, in the hope that the mer-
chant marine will develop in efficiency until it is able to
stand alonc.  An important counter-argument Is the fact
that no onc is able to foresee with any certainty whether
or not the shipping industry ever can stand alone and
that legislators are less likely to risk the public wealth
wisely than business men are to risk their own. There
is great danger that subsidies, once started, would con-
tinue indefinitely on the plea that they continued to be
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necessary,! And if, as a consequence of a subsidy system,
the national mercantile marine should become larger,
though at the general expense, then the political pressure
to maintain the subsidy system would very probably
become greater. It is altogether too probable that if
the giving of subsidies is generally recognized as a proper
function of government, men who would otherwise de-
vote themselves to planning improvements and to seck-
ing real progress in efficiency, will instead devote them-
selves to influencing political action, in order that they
rmay get, or maintain, or increase, a subsidy? This
method of acquiring gain is not consistent with the ideal
of industrial and commercial morality. Industry and
commerce should be so organized that profits will be made
only by serving the public, and that profits will be large
to any person or firm in proporiion as that person or firm
serves the public well.  The prosperity of those engaged
in operating a nation's merchant marine ought not to be
made dependent upon their political influence rather than
upon their economic service.

Apart from purely cconomic considerations, shipping
subsidies are sometimes urged 2s a means of increasing a
nation’s naval strength, Two principal naval reasons
are commonly given for the maintenance of a merchant
marine, ¢ven at the expense of a subsidy. The first is
the desirability of haviog a “ naval reserve” made up of
large and swift merchant steamers suitable for comver-
sion into cruisers, coiliers, and transports, should need
for such arise. As a matter of fact, it is only as colliers
and transports that such vesscls are likely to be useful,
since ships of war are nowadays highly specialized, and

1 Meeker, Hirtory of Shipping Subsidies, p. Br.

11bid.. p. 216,
FARET 00— N
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merchant vessels cannot, economically, be made over
- into cruisers.! The second reason is the desirability of
having cxperienced scamen from whom to recruit colliers,
transports, and additional fighting ships when war threat-
ens, to replace those killed and wounded, to hold cap-
tured vessels, ete.

These objects may be perfectly justifiable, cven laud-
able, in themselves. And it may be cheaper to pay
subsidies to certain lines, thus helping to keep them in
ships and men capable of emergency use by government,
but letting them hc mainly supported by commerce,
than to support, continuously, and wholly at public ex-
pense, a larger naval force. But if the policy of sub-
sidizing ships appcars necessary to us for military
reasons, we should frankly recognize that this policy
involves an cconomic loss, that it is an expense borne
for the same purpose as the expense of maintaining anavy.
We should not deceive ourselves into the belief that the
subsidizing of ccean navigation is an economically profit-
able policy. We should therefore aim to get the largest
military result possible at the smallest possible cost.
Large payments to swift mail lines and possibly to cer-
tain other ships constructed for speed and carrying ca-
pacity and conforming, in other ways, to possible emer-
gency requirements, mark the limit beyond which we
should not go in subsidizing, even if we should go so far.
Subsidies granted according to these principles are pay-
ments for certain definite services or potential services,
and are not to be classed with subsidies granted for
purely commercial reasons.

' Mesker, Hislory of Skipping Subsidias, p. 215.
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§3

Indirect Subsidies, Favoring Nutive Ships as Compared
with Foreign Ships

A country may try to cxtend and develop its own
merchant marine, to the consequent decrease (or slower
increase) of the numbet of forcign ships, by indirect as
well as by direct subsidics. Any service which a coun-
try, through ils government, performs for its own ships
without pay, while charging foreign vessels for it, is
equivalent to a money suhsidy.

Were it not for clear treaty obligations, there would
probably be, in the United States, as strong a demand
for free use of the Panama Canal by all of our American
merchant ships, as there has actually heen for its frec
use by American vesscls engaged in the coasting trade.!
To let American vessels use the Panama Canal [ree would
be cquivalent to & money subsidy, hecause iU would
amount to the same thing as o make a charge for the
use of the canal and then to make a payment equaliing
this charge, to American shipping intcrests. In either
case, the taxpayers of the nation would bear a burden,
or lose a chance for lower taxes, that special interests
might be encouraged. For if Ictting Amcrican ships
use the canal free would mcan that the canal could never
pay a reasonable return on its cost, then taxpayers must
meet the deficit by tuxes paid to government over a
series of years, in order to liquidate, or at least pay in-
terest upon, the indebtedness caused by building. If,
on the other hand, though all American ships used the
canal free of tolls, the amounts coilected from foreign

1 For & discusdon of the ¢ nelvisability of giving American coasting
lines this special privilege, see § 4 of this chapter (V11 of Par 1),
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ships would suffice to pay interest on the debt contracted,
*still this intercst might be had and more besides, were
the American lincs aiso made to Contribute! In other
words, to allow American ships frec use of the canal must,
in any case, mean cither a loss or a smaller net revenue
yielded to the government than might otherwise be
yiclded. I the canal is to yicld the nation a revenue
because of its use by forcign ships, that revenue should
be used to lighten the burden of taxation on the whole
people; it should not be used to encourage a single in-
dustry by giving it something for nothing. Thus to en-
courage American shipping would be to give it an artifi-
cial advantage over other American industries, and would
De, in so far, to interfere with the tendency of labor and
capital to engage in the industries really most profitable
for the nation. There is no cconomic gain® in having
our commerce carried in American ships if foreign ships
are able to carry it more cheaply. Nor would the pros-
perity of the nation as a whole, including these who bear
the burden of taxation, be so much fusthered by having
our commerce cartied in American ships which could
pay little or nothing for the use of the canal, as by
baving it carried in foreign vessels which could pay a
reasonable amount for its use without charging corre-
spondingly higher transportation rates. Assuming these
to be the relative abilitics of native and foreign vessels,

It in wot intended 10 wssert that either American oc foreign wbips should be
chuged exorhitant mates. Such rates on shipe curmying American commerce,
of whatever pationality the ships might be, would tend to discourage this com-
merce, even when it could pay the proper costs of its own movemest and would
therefore be profitable. As to the efect on American welfare of exorhitant
rutes chargped ships Dot g Ameri see i ol ¢ad of this
section.

Y Unbess we pasqme & gain from the adveclisemenl thus secared. See §2 of
this chapter (VIIT of Part 1T},
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the foreign vessels would be a more economical means
for us of carrying our commerce than our own; for
them to carry it would mean cither lower rates and,
therefore, lower prices to consumers and higher prides
to producers, or larger retutns to the government, favor-
able to taxpayers, or both such lower rates and higher
prices; for them ta carry our commerce would mean gain
to our people as producers and consumers, or as tax-
payers, or as hoth. It would be desitable, thesefore,
for our capital and labor 10 seck other kinds of activity ;
but this is just what discrimination in the rates charged
for use of the canal would prevent.!

§4
The Free Use for Navigation of Government-buili Canals

Since Lo give free use of the Panama Canal to all Amer-
ican ships and to no others, scemed clearly {o invelve
a violation of trealy obligations, Congress was content,
in the Panama Canal Act of 1912, to confer thisx privi-
lege only upon Amcrican ships engaged in the coasting
trade. Even this lesser tolls cxemption appeared to
many to be a violation of trcaty rights; and the law
has recently,? at the request of President Wilsen, been
changed in this regard so as to require the same charges
from American coasting vessels as from all other mer-
chant ships. We shall discuss. here, the possible eco-

+ Were we (o plan,"intelligenily, s 10 Jiscriminate in rates charged for use of
the Panama Canal, as 6o pay for it, as largely 21 porsible, at the expense of for-
cignens, we wauld base the discrimination on the surees and destinations of
goods cartied, rather than on the nationality of the ships which carried them.
Goods going to and from the United States winikl b allowerl, perhapa, to pase
through the canal at fuirly low rales, Il American consumers or peoducers be
wnduly tased; while goods going from one I'mu'wnmunlrrlo_wther'wldh

charged the highest rates poasible to collect.
* Jope, 1gr4.
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nomic effects of tolls exemption for American coasting
" ships. As we have already seen,! the Federal govern-
ment assures American vessels 2 monopoly of the coast-
ing trade, including the trade from any port of the United
States to any other port, £g. from Baltimore to San
Francisco. Free use of the Panama Canal by Ametican
vessels engaged in the coasting trade could not, there-
fore, increase our mercantile marine at the expense of
foreign rivals in the trade. The primary effect of iree
toils to this special class of ships would be to reduce the
expense of coast to coast trade, and therefore, supposediy,
to reduce rates.  Possibly foreign vessels could carry at
the lower rates, cven without free tolls. 1i the coasting
trade were open to foreign ships, the effect of discrim-
ination in favor of American vessels engsging in this
trade might simply be that the American ships would be
able to get part of the trade away from their foreign
competitors, at substantizlly the same rates. As it is,
such free tolls would tend to make rates lower than they
would else be, though much of the saving might be di-
verted to the owners of menopolistic navigation com-
panies. Hence traffic would be encouraged to go through
the canal, which otherwise would not.

The construction of a canal across the Isthmus of
Panama, te be used without charge by American coasting
vessels, would therciore mean that traffic from the East
to the West, and vicc verse, which is not worth the
whole cost of carrying, might nevertheless be carried
at the expense of the tax-paying public. If it is worth
#5000 to get certain goods from New York to San Fran-
cisco, and the cost of carriage, including proper payment
for all necessary facilities, is $6000, and if this cost is

3 ¢ of this chaptes (VIN of Purt I1).
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covered by the charge made, the goods will not be sent.
1t will be more economical to have a greater degree of
local self-sufficiency and less geographical division of
labor. But il the taxpayers should contribute more
than $1000 in the form of maintenance and running
cost of the canal, and interest on its cost of construction,
then the goods would be shipped, for the charge to the
shippers could be made less than $5000. The total cost
would be $6cc0 and the total gain would be $5000.
There would be a real net loss. But this Yoss would be
borne by the taxpayers, and therefore the traffic wouid
be carried.

Again, the encouragement of the coasting trade by
the building of an Isthmian ship canal to be used by
coasting vessels, free of charge, might mean that goods
would be carried by water or partly by wutcer, at the tax.
payers’ expense, which might be¢ more cconomically
carried by rail. Suppose that a quantity of goods ean
be shipped from New York to Salt Luke City by rail for
$4000, including a proper allowance jor wages of em-
ployees and something towards profits. Suppose that,
at the same time, the cost by water and rail, including
risk, damage, longer time in transit, maintenance cost
of the canal and intercst on canal facifities provided,
is $5000. $1000 may be saved if the guods go by rail,
and to make them go by the other route, i we include
interest on the cost of partly constructing this route for
them, maintenance cxpenses, ctc., would be to waste
$1000. The community or the nation would be so much
poorer, yet if the government were to provide the $1000
or more in the form of canal facilitics paid for, eventually,
by the taxpayers, shippers would gain by using the water-
way route.
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Tt is not asserted, of course, that all goods ought to
pay in the same proportion to usg the canat, if discrimi-
nations should prove to be practicable. If the plant
is incompletely utilized, it may not be improper to let
some goods go through for comparatively low rates,
provided they would not otherwise go at all. But no
goods ought to be allowed to go through which cannot
pay at least a fair share towards running expenses, wear
and tear from use, and (probably) a little towards inter-
est. And the canal should not have been built (mili-
tary considerations aside !), unless it was expected that
the traffic through it, as a whole, would be cnough cheaper
to pay intereston it. To build it, if it could not be made
to pay, was economic waste, was, as above pointed out,
to encourage transportation not really worth its total
cost to the people. Now that the canal is completed, it
would be unfair to the American pevple us a whole that
the traffic which goes through it should not, if possible,
pay for it, that those who realize the chief benefit shoutd
not contribute in proportion to the benefit realized.
Here, as in the casc of protection, we meet the possibil-
ity that government interference with the direction of
industry may affect diffcrently the people of different
sections, benefiting some at the expense of others. Itis
obviously only that part of our population living on or
reasonably near the coast, which has much to gain from
subsidizing, directly or indirectly, coast to colst water
transportation. Those living in the far interior will, in
any event, have to rely mainly on other means of trans-
portation. Yet by the scheme of indirect subsidizing
under discussion, but which has, fortunately, been aban-

1 As & matter of fact, it is hardly to be doubted that b
had great weight in inducing its construction.
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doned, those in the interior would be made to contrbute
to the cost of facilities of transportation which others
use and which they cannot use in the same degrec.!

The principles above elaborated apply equally when
government builds canals in the interior, if traffic is al-
lowed to use these canals free of charge. New York
State is now enlarging the once busy and profitable Erie
Canal at an estimated cost of not less than $100,000,000,
in ordcr that it may carry barges of 1000 tons capacity
from the Atlantic Ocean to the Greal Lakes and pice
wersa.  The plan is to charge nothing for the use of the
canal. This will mean a burden on the taxpayers of
the state, an uncompensated loss to the taxpayers in
those parts of the state which cannot economically use
the canal cither to market their produce or 1o obtain
goods for consumption. 1t amounts to z gift by the tax-
payers of the state of New York to these producers and
consummers in other states, who can sell their products for
mote ot buy desired goods for luss, because of the feee
use of the Eric Canal. Tt involves encouragement to
transportation via the canal of goods which might hetter
go by raitway or by the St. Lawrence river.  If the traffic
which is expected Lo use the canal would he able to pay
the cost of operation and maintenance, and interest on
the $100,000,000 ot more sunk and to be sunk, then it
shouid be charged this cost and interest, to the end that
those who reap the benefit of the canal in lower cost of
carriage, and in prices of goods higher to producers and
lower to consumers, shall pay for the advantage so se-

L An ercusé for sach discrimination againsl dwellers in the intedor might
pethapy be found in the fact that those living on 1he toast chicBly beaz the burden
resulting {rom the limitation of the coasting Lrade to American vessels. Two
poficies, exch Lending towards eronomic waste, would partinily offset each othet
as tegatds ineyuality of effecl.
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cured; and that those who reap the most gain shell pay
" the maost; and 1o the end that the burden shall not fall
upon the general public without any regard to propor-
tionate use and to bencfits received.! I, on the other
hand, it is not believed that those using the canal can
meet such charges and still find it profitable to carry
goods over it, then we must conclude that the canal
ought not to be (or, in part, to have been) cnlarged,
since the total expenses, including cost of this enlarge-
ment, of carrying goods over it, will probably be greater
than the benefits 10 he received from (ransporting the
goods, or will be greater than if the goods were carried
over another route, .. a railroad.

Before the days of railroads, much confidence was felt
in the possibilities of canals, A number of our states
expended a great deal of moncy in canal building. To-
day it is generally recognized that, since the capital cost
of canals is a tremendous initial expense, railroads arc
generally cheaper. Only in a comparatively few cases
can canal building be expected to pay. These are, first,
cases where the canals connect navigable waters located
near to each other, and between which, if they are con-
nected by a canal, there will be large traffic; second, cases
where comparatively short canals, like the Suez Canal,
save a very greal sailing distance and so are extensively
used; third, cases more doubtiul, where short canals con-
nect with the occan, great cities which have grobvn up not

iMtie jenl answer to this ion to cite the vl practice regurd-
{ng our nurserous Meaets and roads. Toclluclﬂh.m uuﬂ
person as he used any given streel. would ch Iy be an iotol
Thhﬁtuw.ﬂln:.wadsﬂmﬁim-yhm
g Lo some faic sysem. humwmumﬂ

may be possible, by basing asssssments or tazes on lend values, to make cosls
o different persons vary. oa the whals, in propartion o henefits,
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far fromit.! “Practically all the canals now in most syc-
cessful use are ship canals, lorming comparatively <hort
links between important natural waterways, and opening
up extended routes of transportation by water for large
vessels. Such short-link ship canals are to be clearly
distinguished from long inland canals, and the sucoess
of the one offers no safe criterion as 1o the probabie
success of the other.”? Moulton’s study of the much
vaunied waterway system of Germuny scems to provide
conclusive evidence that canals are as cheap as raibways
for shippers, only H the taxpayers, in offect, help pay the
freight, and that, in general, canals and canalized rivers
involve tremendeus loss 1o the natien which underfakes
their construction, and are therefore a source of indus-
trial and commercial weakness rather than of strength #

If there were adequate reasun to believe that canals,
generally, were cheaper and more satisfartery means of
transportation than railrosds. it would not be necessary
to have public agitation and political pressure to get
canals built. Private companhies would undertake to
build them for profit, just as they build railrcads for
profit, and just as canals were built, in England pirticu-
farly, before the days of raitroals® \s a matter of fact,
investors are not clamering for & chance to buy the securi-
ties of such companics, nor are promoters cagerly looking
for opportunities to project new lines.  When the build-

! Prefimipary Report of United States Nativnal Watermays Comraission,
101%, Pp. 13, 4. Reprinted in Final Report, 1yrs. py 25, 36 See, boweves,
23 16 20 example of 1he third claw of casen. viz the Manchester Ship Casal,
Moulton, W alereays werses Kowwsys, Buston and New Yaork (Houghton Mif-
Gin Ce), or2, Ch ¥II

2 Report of G 4 of Corp ions on Fromspersiaien by Woter in
the Uwitad Sigies, Part 1, p. 35

* Moalton, Fakerways wrsms Resbways, Chs. 1X, X.
15, pove.
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ing of canals is mentioned favorably, the assumption is
" always made that taxpayers shall bear the burden, or
at least the risk, of building thefn.

§s
The I'mprovement of Harbors

Water transportation which is not worth its cost, may
likewise be stimulated by a wrong system of harbor im-
provement. In the United States, the constructionand
care of lighthouses, the building of breakwaters, the
dredging of harbors, and the dredging of channels between
the sea and harbors, are done largely by the Federal gov-
ernment.! It cannot be said that nothing is paid to-
wards the expenses involved, by the traffic aided, since the
tonnage dues collected by the government amount to
$800,000 or $900,000 a year! But considering the fact
that the Federal government appropriates about $5,000-
ooo a year for lighthouse maintenance alone? and, on
the average, appropriates millions of dollars each year
for dredging, breakwater construction, etc., the traffic
entering and leaving the ports of the United States can-
not be said to bear the costs which it occasions. Rather
.is this traffic, in a considerable degree, subsidized at the
expensc of taxpayers. As with canals, so with light-
houses and harbors, we must conclude that those who
benefit by them should be the ones required to pay for
them, and that to place the burden of their construction

1 Report of Commissioner of Corporations on Trenss by Waler in the
United Ststes, Pam 111, 1900, pp. 4. 40.

3 Jobnwon, Orean und [niomd Waicr Tramsporiasion, New York (Appleton),
1915, p. 382, Given in Report of Commissionet of Corp on Trens
Wom by W in the Unided Stases, Part L, . 404, 38 $5,076,571.69 In 1908

The consting trade is free even [rom this.
Vivid, p. 12,
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and support on the gencrul public, with no reference to
benefit received, is undesirable and unfair! We must
further conclude that constructions and improvements
made in harbors, for which the traffic using the harbors
cannot afford to pay, involve national cconomic loss and
ought not to be undertaken.

In many cases the money spent in harbor improve-
ments by the Federal government is wholly or partly
wasted, for appropriations are frequently made for which
there is no economic justification and for which there
would be no economic justification even if the largest
sums possibic were to be realized by charging the users.
Such wasteful appropriations are doubtiess in part due
to tack of business scnsc among legislators. They are
perhaps more largely due to the pressure of local interests.
The very fact that these appropriations are so largely
made by the central government, and that there is, or
seems to be, a chance for interested localities to get some-
thing for nothing, results in expenditures which would
not be made if the localities particularly concerned had
always to provide the means, or if private capital bad to
be induced to do so.}

11t I nox a sufficient answer (o the above argument, 1o asser! thal our tarfl
system taxcs trade and thut therefore 1his trade pays for #ismll by paying foc
the fucilitles used, For the burden, nevertheless, does wot fall where it properly
belonga Tt does not fall anything fike evenly on all iraffic which uses the facit-
Ities provided, On some goods the tarifl has becn, until recently, prohibltive,
srificdally interfering with normal snd prafitable trade.  On otber commerce
and oo prssenges trafic, the tarifl dutics are little or nothing. Such commerce and
traffic may, in effect, be receiving & subsily, while the cemainder of commerce
is burdened. ‘The principle of chaciing the cost of facilities provided, to those
who use them and upon differcot intcrests in some proper proportion o the
beneht received, is pot conformed to. ‘We fall fay short of the economic idlll
when we set up coatradictory policies of discouragensent and 1t
Theae contradictory policies do not exactly neutralise each other, but in one case
there is & net los in one diroction, and elsewhere there i 5 ot los io asother
direction, '

£ CI. Preliminary Report of Natioval Weterways Commission, p. 20 (Final
Report, p. 82),
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A different system, and on¢ which is economically
more defensible, is that common in Great Britain. There
the central government, cxvept us naval considerations
may be involved, does nothing whatever by way of har-
+bor improvement, but icaves this matter to the localities
immediately concerned, The British system of harbor
improvement and maintenance reguires the creation for
cach harbor of a so-called “public trust” or public barbor
trust.! A public harbor trust is a semi-public body or a
corporation, autherized by parliament, to which body is
granted power to own, improve, and manage a patticu-
lar harbor. It has been compared? to the board of
trustees of an American ubiversity ot charitable instity-
tion, The members receive no salaries, but regard their
position as an honorary one. ‘The composition of a
harbor trust is determined by statute, Representatives
are usually sclected by the British government, the
government of the city concerned, boards of trade and
chambers of commerce, ship owners’ associations, and
other nterested parties. Money is borrowed for neces-
sary improvements, usually at low rates, for the harbor
trust is authorized to collect port and dock charges from
vessels utilizing the facilities given, and this power makes
the security good, at leastin the case of a port suve to have
large traffic. Somectimes moncy is borrowed from the
municipality itself. In any case, money needed in excess
of what has been collected in previous years frpm traffic,
is borrowed, and must be paid back vut of future collec-
tions. There are no stockholders, and, therefore, there
is no attempt to make a profit above a fair intereat and

Y Described in Smith, The Orgawication of Ocoon Commerce, Philadeiphls
| Publications of the University ol Fennaylvanis), rgoy, pp. 11, 140,
1104,
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sinking fund. Indeed, a private corporation authorized
to collect tolls from all the shipping of a port, for the sake
of dividends to stockholders, would, unless strictly regu-
lated, be an intolerable monopoly.

But the British system of harbor control does make
the traffic pay for the facilitics required. and is in so far
consistent with the economic principles so wisely applied
to British trade and commerce generally. There is no
attempt to encourage trade which is not nationally
profitable, by partly supporting it, i.e. by providing free
harbor facilities at public expense and, therefore, at the
expense of other lines of cconomie activity, any more
than there is the attempt to interfere with nationally
profitable trade by high tariff duties. The public trust
unites responsibility with dircct action. It furthers
efficiency, economy, and lowness of rates, but it does not
subsidize.

The function of maintaining lighthouses, however,
almost of necessity devolves upon a central government.
No city or private corporation is in a position to perform
this function and make the traffic henefited pay for the
service provided, since much of the henefit will he received
by vessels which have no occasion to visit the particular
city or to come within reach of the particular corporation.
The British government, therefore, maintains the light-
houses, but collects “light dues’ in return, amounting
to about 82,500,000 yearly, from vessels entering English
harbors. These dues pay the entire yearly cost of main-
taining the lighthouses and about $250,000 a year he-
sides.! Here, also, is no policy of subsidizing, no attempt

+ Johipgon, Oceon and Iniond Wairr Tramsportalion, p. 162 1f the olight
charge above yearly cost s criticised, it should be b that a reason-
whle reterm oo i t is nnt an irpropet aim.
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to foster one industry at the taxpayers’ expense, or to
encourage an undue and uneconomical geographical
division of labor.

§o

The Improvement of Rivers

The responsibility for the improvement of rivers, like
that for the improvement of harbors, has tested, in the
United States, chiefly with the Federal government.
The work done has included the removal of obstructions
to navigation, the deepening of channels by dredging, the
construction of revetments, and the development of slack
water navigation by the building of locks and dams to
maintain a navigable depth. Improvements of this sort
have been carried out, to some extent, on most of the
navigable rivers of the country. But the appropria-
tions of Congress for these purposes have not always
been wisely made, nor has the distribution of improve-
ments throughout the ceuntry been influenced solely by
commercial or econontic considerations.

Let us notice one or two typical instances of Federal
activity in river improving. To improve the Mississippi
river, the government has spent, in all, more than
$90,000,000" Of this amount, $15,000,000 has been
spent on the 200 mile stretch between the mouths of the
Missouri and Ohio rivers® But the traffic on this
stretch of the river, including that of St. Louis {which '
is lotated between these paints near the Missoun), has
steadily decreased. In 188c, upwards of a million tons

1 The Report of the Commissioncr of Corporations on Trons pertotion by IV sier
i the Umised Shotes, 1000, Part I, p. ¢v, giver $07.685.910.

*The facts and figures in this nd the next paragraph are taken chiefly from

un acticle by Hetbert Brace Fuller, in the Contwry Mapssing, January, 1914
pp- 386-305, entitled ' American Waterways and the Pork Barrel.”
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of freight were shipped from St. Louis. In 1900, the
amount aggregated only 245,000 tons, and in 1911, only
191,065 tons. Is it safe to assume that there has been so
much saving in the expense of carrying this traffic, as
compared with what it would bave cost to carry it by
rail, or to carry it on the unimproved river, as 1o compen-
sate for the money sunk? Would those who have used
this section of the river have been willing to invest,
jointly, the $15,000,000, in order to have the better
navigation conditions which that investment hus made
possible ?

If there remains any doubt in this casc that money
has been unwisely speat, there can be no doubt in other
cases that public funds have been wasted for the sake of
returns to private intercests and 1o limited territories,
almost incomparably less than the general loss.  The Big
Sandy river is a tributaty of the Ohio river. The Big
Sandy aad its two branches or tributarics, the Tug and
Levisa rivers, lie in Kentucky and West Virginia. On
their improvement, the Federal government has spent,
in all, about $1,700,000. Excluding timber, which can
be and commonly is floated down-strcam, the average
yearly traffic on these rivers is about 2000 tons. Reck-
oning interest on this $1,700,000 as only $40,000, or less
than 24 per cent a year, the annual cost to the United
- States of providing facilities for this trafiic is 320 per
ton a year. Adding $20,000 a ycar jor maintenance,
we have a cost of $30 a ton.

Average railroad charges in the United States are con-
siderably less than one cent per ton mile! For low
grade freight (the only kind which makes much use of

1 Statistics of Rallways ko (e United States, Interstate Cocunerce Com-

mission, 1919, p- 59
PART O—N
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inland waterways) going long distances, raiiroad charges
average very much less then this, probably markedly
less than a half cent. The fafilitics provided by the
government on the above mentioned three rivers would,
therefore, have to reduce the transportation cost upon
them te zero, in order that the construction or invest-
ment by the government should be proved worth while,
unless the traffic benefited moved an average distance
of over 6ooe miles. For cven at zero cost of carriage,
vach ton carricd one mile would secure a saving of hut
one-hali a cent.  And unless it were carried 6ooo miles,
the total saving would not amount to the $30 interest
and maintensnce cost.

What is the reason for the numerous appropriations of
this sort made by cur government? A partial explana-
tion may be found in the current American practice of
donating to commerce the improvements made, and
letting the general public bear the burden in indirect
and, thercfore, hardly realized tazation, Commercial
iuterests are the more ready to plead for comparatively
useless dredgings, revetments, and canalizations, because,
however small the benchits are, they reap these benefits,
and because, however heavy the cost is, others mainly
bear it. Any reform which goes to the root of the evil
must espouse the principle of making those contribute
most to the fixed charges and maintenance cozts of navi-
gation improvements, who chiefly use those improve-
ments and to whom their benefits chicfly go.

A further "partial cxplanation is suggested by noting
the distribution, throughout the country, of money
appropriated for waterways. In the genersl River and
Harbor Act of 1910, apprepriations were received by 296
congressional districts in the United States, out of a
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total of 301,' in other words, by over three-fourths of
such districts. Apparently the appropriations were
given to nearly every district in which there was a stream
or harbor offering any excuse for cxpenditure. This
River and Harbor Act illustrates what has been called
the “pork barrel ” system of waterway development.

The difficulty is one which seems to apply generally to
the activities of 4 demorratic government, A despotic
or atistocratic government is based on the privilege of
special persons or classes. It governs largely in the in-
terest of legally privileged classes. 1t insures to those
classcs, political and cconomiv privileges maintained at
the expense of others. Such a government was that of
France before the Revelution.  Such is that of Russia
to-day. In the casc of a popular government and an in-
telligent people, privilege is probably less excessive, and
its forms less obnoxious. But there may stilt be, espe-
cially if the government carrivs on industrial functions
or interferes at all with the natural laws of trade, the
privilege whichk comes from bargaining. Ome class
wants 2 special kind of tarill law, adverse to the public
interest.  Another class desires legislation subversive
of currency stability, also contrary to the general wel-
fare. The representatives of cach, in Congress, may
support the desires of the other, in return for counter
suppott.

The cvil shows itself most of zli, perhaps, through the
influence exerted by localities or by special intercsts in
different localities. We have noted this particularly
in the case of the protective tariff? And justas, in the
case of the tariff, congressional representatives from

+ Fuller, Americon Walervays snd e Pork Barrdl, lic. oit.
*Chapter VE {of Part T0), k5.
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different states and districts desire, each, to get or keep
a high tariff for the goods produced in his district, whab-
ever the effect on the common*weal, and sometimes
inconsistently with their party platforms, so these repre-
sentatives desire appropriations of money to improve
waterways, each for his own district, even though the cost
to the country as a whole far exceeds the benefit, and
even though cach district suffers more from its forced
contributions to improvements in other districts, than
it gains. There is, consequently, a process of “log-
rolling,"” so-called, in which A votes for B's project in
return for support of his own; and the ultimate result
is an appropriation or set of appropriations having no
consistency and involving genera! loss.

Each Congressman thus acting, {eels that he is gaining
favor with his constituents. The persons interested in
Jocal waterway constructions make representations to
him regarding the importance of them. He feels that
the people of his district are not concerned primarily in
baving him act the part of a wisc and conscientious
legislator, carcful not to waste the nation’s resources,
but that they arc concerned rather in having him “do
soraething” for them. If he succeeds in getting what is
desired, the newspapers of the district publish the fact
that, through his influencc, Congress has been led to ap-
propriate a sum to improve navigation on the local stzeam
or {o deepen the local harbor. The fault is got alane
that of the Congressman who, under such circumstances,
does the thing which he believes his constituents desire,
but is also largely the fault of those constituents them-
selves, whose selfish local interests overshadow in their
minds the greater interests ol the nation of which they are
s part, and whose limited intelligence will not let them see
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that the system practised is likely, in the end, to hurt
mare than to help even their own welfare,

It would scem, then, that a reform which would go to
the root of the difficulty must not only insist upon the
attempt to charge users rather than taxpayers, for facil-
ities provided, but must also insist that the entire first
cost and risk of constructing these facilities shall not falt
upon the nation as a2 whole.  If governmeni expenditure
tather than private investment is theught to be nevessary
to improve certain waterways, at Jeast the government
expenditure and risk should be partly borne by localities
most directly concerned. 11 such localities will not
support certain improvements, themsclves, they should
not expect the nation to do s0. 1 the nation refuses to
bear the burden alone, but insists, always, upon local aid,
there will be far less pressure for Federal appropriations,
and many wasteful expenditures will be avoided.!

: §7
Subsidies to Railrosd Building

The subsidizing of transportation, by government,
has extended, in the United States (nol to mention
other countries), to railroads also. The railroads of the
United States have, it is truc, been buiil pretty largely
with private capital, but they have also reccived aid
from the national government, from many of the states,
and even from county and city governments. The
states and local governments, in some instances, invested
in railroad securities, so enabling the roads to get capital

V(Y. Pretiminary Report of Naiional Walerways Commission, pp. w.
{Final Repost, pp. 8t. 87). See alo Report ol Commisdones of C

oo Trewtportation by Waier in the United Siases, Past 1, pp. I,w,lwrelmlo
Extopean practice,
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which, perhaps, private persons would have been less
ready to provide. But the Federal government, in addi-
tion to making loans, made very extensive land grants to
companies constructing numerous desired lines,' chiefly
in the less densely settled parts of the country, the West
and Southwest. The grants made betwcen 1850 and
1871 turned over to the railroad companies about 159
million acres of the public domain, an area exceeding
five states the size of Pennsylvania.? So far as the land
grant policy was based on military conditions, we cannot
judge it on cconomic grounds alone. But so far as it
can be regarded as a commercial policy, it can be judged
In the light of commercial principles.

We shall not, of course, be able to decide, absolutely,
whether the land grants and other government aid to
the railroads actually decreased the total of national
wealth. So to decide, we should have to know not only
what has happened, but just what would have happened
ff business and transportation development had taken
its natural course. But we can lay down general prin-
ciples of usual application, which, in the long run, are
apt to be safest to follow.

To begin with, it must be admitted that there is such
a thing as undesirable transportation. The labor and
capital of a country should be applicd in order of pref-

t5ee, on this subject, Haney, A Compressional Tistory of Raifwayr in the United
Slates, Yol 11 The Railway In Congress: :850-1887, Madison, Wi (Demo-
eral Printing Co., State Printer), 1910, Cha, LI, HI. Alw Sanborn, Congres-
vional Grawis of Lawd in Aid of Raikeqys, Madison (Bulletin of the Uni
of Wiscoasin), 139, Cha. VI, VII. A good brief ncoount isin Johnson, Americen
Rollwsy Tramsporiation, 3d revised edition, New York {Appletoz), tgop.
Ch. XXIL

?Not including land forfeited by fsilore to conform to conditions. T
granting of the mere righta of way might be regurded as analogous to the grant-
ing of farms to actusl settlers. But the granting of millicas of acres sidicional
cutinot be 10 regardal.
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erence to different industries according to their relative
importance, according to the relative need for them.
In other words, the people should devote their efforts to
the lines which pay best. It may be said that the peopic
tiving in the Middle West and Far West, where railroad
building was encouraged by gevernment more than in
the East, desired railrozds a5 a means of reaching eastern
markets, But the mere existence of railroads leading to
markets does not in itsell mean greater prosperity, since
the benefits so received may be appreciably less than if
the same capital were invested in some kind ol produc-
tive enterprise for immediate Jocal nceds. Unless the
trade made possible by a railway brings as much weaith
and prosperity as could have been had by foregoing the
trade and producing more focally, unless, that is, as
much of desired wealth is produced by the railway as
would be produced were the labor and capital applied
instead to the farms and ranches, to huilding houses,
making furniture, etc., the huilding of the rvad is not
economy for the community. If a railread when con-
stracted will yield the people of 4 community a benefit
equivalent to what the same investment would yield in
another line, then those who receive this benefit can
afford to pay, for the use of the raitruad, a proper retum
on the capital invested. If they cannot afferd to pay
such a return, it must be because they are not receiv-
ing a correspondingly valuable service and, therefore, it
must be that the capital invested in the raifroad is not
producing the value which it might have produced if
invested otherwise.

If the territory through which a railroad is desired is
sparsely settled and would offer but small traffic in pro-
portion to trackage, thus only very partially utilizing
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the plant of the railroad, then high charges would be
required, in order that the railway plant might pay to
the owners the average rate of profit on investment.
But high charges may be as serious preventives of reach-
ing markets as absence of railroads leading to markets.
If, therefore, only sall traffic can be hoped for, it may
be truer economy for the territory concerned and the
various communities in it, to be more seli-sufficient, to
depend more exclusively on natural waterways, or to
carry goods by using horses and vans, than to build a
railroad.

The people of a given section of the country may
think that they gain nothing by having an incompletely
utilized railroad, if they have to pay, in high freight and
passenger rates, interest on its cost. They may not be
prepared to patronize such a road, feeling that the ser-
vice is not worth tire charges. Yet if the road is paid
for in part by government aid, even though they have to
pay the taxes that make the aid possible, they may de-
lude themselves into thinking that they are gainers by
having the railtoad. Nevertheless, the people are pay-
ing for the service rendered just as surely by this
method ag by the other, and if it is unprofitable for them
to pay the amount in the one way, it is unprofitable to
payitin the other. The chicf difference is that if govern-
ment supports the enterprise without receiving any cor-
responding return, the cost of the service réhdered is
paid for by the people without any regard to the propor-
tionate benefits received.

If the assistance is by grants of land, the essential
principle of the policy is the same. The public domain
belongs to the whale people. It rests with them to give
it to settlers, to keep it as forest reserve and for other
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purposes, or to secure money revenue by sclling it. To
contribute it to railroad companies is as much a cost as
to contribute the equivalent in money.!

As a consequence of the land grant policy, capital
was diverted to tramsportation purposes which might
have yielded larger returns in agriculture orin manufact-
ures. In so far as the policy had this effect, it lessened
rather than increased national prosperity. Because of
the land grant policy, also, population tended to be di-
verted towards the Middle and Far West, while there
was still room in the East, South, and Central states.
As a result of this diffusion of population, goods were
probably carried by rail over longer distances than would
have been necessary had population been for a time
more concentrated and had its extension westward been
more gradual. Had the westward movement, except
that by water to the Pacific coast, been slower, a shorter
connection could have been kept by the near fronticr
with the more densely settied parts of the country, and
the necessity of long hauls of meagre traffic through
undeveloped sections could have been, in part, avoided.
It is doubtless truc that some sections of the West are
exceptionally rich and fertile, as some arc exceplionally
mountainous or arid. That the former should event-
ually hold a large population was both unaveidabie and
desirable. But that the movement westward should
have been artificially hastened, at the cost of millions
of acres of the public domain, at the cost of diverting
labor from other industries into transportation, at the
cost of unnecessary distances in transportation, and at the
cost of building railroads in advance of traffic, ought not
to be too readily taken for granted.

1 See, however, considerstions later in this section, espackally in footnota,
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As some parts of the country presumably gained by
"the policy, so other parts probably lost wealth. Many
of the castern farmers, for instante, found themselves
disadvantaged by competition with producers of . the
West. So far as western farmers, by virtue of natural
advantages, were able to undersell the farmers of the
East, the result was cconomical and beneficial. But
so far as western farmers were, in effect, given bountics,
by having transportation provided in part at nationat
expense, the result may very well have been a national
loss. If the prosperity of the government-aided westeen
farmer was increased, that of the eastern farmer was
decreased.  If the value of western land was raised, that
of eastern Jand was lowered.*

One type of municipal or local aid deserves particular

“mention. This is aid which is made conditional on the
choice of a route through the town or city giving it.
Such aid introduces an uncconomical basis {from the
social point of view) of calculation into the choice of #
route. The route selected is less apt to be the one which,
all matters of traffic and expense considered, is most
profitable, and, thercfore, socially most desirable, but is
apt, rather, to be a route favored by the largest promises
of local aid. ' '

! To the argument that the povemment so raised the value of the remainder
of {ts own iand, it can be answered that it is not the business of a government
to depreciate the land of cilizens in order to raise the value of pablia land. If
the principle that land rent is lurgely & socdal peoduct und beloffge muinly to
the whale pecple, were commonly accepted, depreciating some lapd to eaise the
walue of other land would appear clearly to be uneconcaical. Tt ia probable,
I the cnse noder dlscussion, that enough rallroads would soon have been bullt,

and that the governient, tven i the aamow sase bete used, bat more (han [t
pained by making the grants.
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§8
Summary

Let us now briefly restate the principles sct forth in
this chapter, regarding government interference with
and encouragement of ttansportation. Navigation laws
were first considered. These laws attempt to develop
the national merchant marine by excluding fureign ships
from certain trade. The United States excludes foreign
vessels {rom the coasting trade, Considered from the
purely economic viewpoint, these laws are analogous
to protection, and for similar reasons they are economi-
cally undesirable.

Shipping subsidies are in the nature of bountics. In
general it may be said that they are without economic
justification. It may be defensible, however, or even
desirable, to make definite payments to certain lines of
ships, in order to have a clain: to vessels as naval reserves.
Subsidies may be indirect, as when certain privileges are
given to a nation’s own merchant vessels, at the tax-
payers’ expense, which arc denied to the ships of other
nations. The purpose of discriminating subsidics, direct
or indirect, is not so much to increase commerce a8 to
have it carried in vessels of the subsidy-paying country.

Facilities for transportation are frequently provided
_by government at the taxpayers’ expense.  These tend
to stimulate commerce which is not worth the expense
borne, and which could not pay this expense. Such a_
policy is unfair to the general tax-paying public and vio-
lates the principle that these who gain by any facilities
should be the ones to pay for them. Such provision of
commercial facilities at public cxpense would have been
the carrying out of the plan to allow United States coast-
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ing vessels to use the Panama Canal free. Such provi-
sion of facilities at pubtic expense is the plan to have the
ErigCanal forever free fromtells  Sectionsof the country,
or of the state of New York, which have little or nothing
to gain by the creation of these facilities, would have
been, or will be, taxed that other sections might use
them tell free. The Federal policy of harbor and river
improvement is also a policy of subsidizing commerce,
and is, thetefore, popular with and favored by the in-
terests subsidized. Like the protective tariff pelicy,
the policy of subsidizing water transportation is partly
the resultof bargaining between representatives of differ-
ent districts, each trying to get something at the general
expense. The British system of a Public Harbor Trust
avoids private monepoly of facilitics, but makes the
traffic using the facilities provided, pay for them.

Land grants to railways, like other aids to water trans-
.~ portation, are indirect subsidics given to commerce, and,
; as such, arc apen te objections, The general rule which
it is safest for government to follow, is that those who
chiefly benefit by facilitics provided for commerce should
chiefly pay for them, rather than that these facilities
should be paid for by the people in general, without
regard to proportionata bevefits recefved. -



