
HOUSE 2489

Created under Chapter 73 of the Resolves of 1951

BOSTON
WRIGHT & POTTER PRINTING CO., LEGISLATIVE PRINTERS

32 DERNE STREET
1952

C&e Commontoealtl) of Massachusetts

REPORT
OF THE

SPECIAL COMMISSION
RELATIVE TO

LOCAL TRANSIT COMPANIES

May, 1952





Cfre Commontoealt!) of

May, 1952.

To the General Court of Massachusetts.
On October 15, 1951, the following resolve, chapter 73,

was approved by His Excellency the Governor:

REPORT OF THE SPECIAL COMMISSION RELA-
TIVE TO LOCAL TRANSIT COMPANIES.

Chapter 73.

Resolve providing for an Investigation and Study by an Un-
paid Special Commission relative to Local Transit Com-
panies.

Resolved, That an unpaid special commission, to consist of two
members of the senate to be designated by the president thereof,
five members of the house of representatives to be designated by
the speaker thereof and four members to be appointed by the gov-
ernor, is hereby established for the purpose of studying all laws ap-
plicable to local transit companies and to recommend such changes
as may be necessary to make certain that these laws serve the public
interest. Said commission shall also study the present conditions of
the transit industries and recommend legislation designed to insure
the people of the commonwealth adequate transportation service at
reasonable costs. Said commission may travel within and without
the commonwealth, shall be provided with quarters in the state house
or elsewhere, and may expend for clerical and other expenses such
sums as may be appropriated therefor. Said commission shall report
to the general court the results of its investigation and study, and its
recommendations, if any, together with drafts of legislation necessary
to carry its recommendations into effect, by filing the same with the
clerk of the house of representatives on or before the first Wednesday
of March in the year nineteen hundred and fifty-two.

Approved October IS, 1951.
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In carrying out the provisions of this resolve, the
following persons were appointed to the Commission:

Sen. Philip G. Bowker of Brookline.
Sen. Michael A. Flanagan of Lawrence

Rep. Harold C. Nagle of Fall River.
Rep. James F. Condon of Dorchester.
Rep. Francis H. McNamara of Worcester.
Rep. Charles A. Mullaly, Jr., of Millville.
Rep. Stanley E. Johnson of Worcester.

By His Excellency the Governor.
Arthur J. Barrett of Auburn.
Paul A. Gagnon of Lowell.
Prof. William L. C. Wheaton of Cambridge
Thomas A. Dunbar of Belmont.

At the first meeting of the Commission, held in Room
222, State House, Friday, January 11, 1952, Senator
Philip G. Bowker was unanimously elected chairman
and Representative Harold C. Nagle of Fall River was
elected vice-chairman. John W. English of Boston was
elected secretary.

I. The Background of the Commission.

The resolve establishing the Commission resulted
primarily from the action of the Worcester Street Rail-
way Company in asking to take advantage of the so-
called Cost of Service Act of 1918 (chapter 280, Acts
and Resolves of 1918; chapter 161 of the General Laws,
sections 115-128). Following this action of the Worcester
Street Railway Company the Department of Public
Utilities was requested to investigate the act (chapter 69
of the Resolves of 1951) and subsequently reports thereon

the President of the Senate.

the Speaker of the House.



HOUSE No. 2489.1952.] 5

(House Documents, Nos. 1961 and 2419) During the
same time, Governor Dever had recommended that a
recess commission be established to investigate this
act and other conditions affecting the transit industry
(House Report No. 2686, July 24, 1951). A summary
of the act and the action of the Worcester Street Railway
Company under it is contained in this report.

Pursuant to the resolve, the Commission held fourteen
meetings, five of which were executive sessions and nine
hearings. At the hearings, large groups directly affected
by the transit industry and its operations were invited
to present their views and. to make recommendations
to the Commission. During the course of these hearings
more than forty witnesses were heard, either in person
or through spokesmen representing various groups.
The Commission conferred with representatives of the
Department of Public Utilities; the Registrar of Motor
Vehicles; the firms operating and managing transit
companies in Massachusetts; representatives of the
locals of divisions of the Amalgamated Association of
Street, Electric Railway and Motor Coach Employees
and their General Counsel and international officers;
mayors and selectmen of the cities and towns of the
Commonwealth affected by transit problems, and national
experts in the field of transit finance and labor relations.

11. Conditions facing the Transit Industry
Nationally

The General Situation. The local transit industry
in the United States is a depressed industry. In the
five-year period 1946-51, the average volume of passengers
carried fell from about 23 billion to 16 billion, or by ap-
proximately 30 per cent. 1 Meanwhile, operating expenses
have been rising. In the same five-year period, operating
expenses (before taxes but including depreciation) for
the industry as a whole rose by about 21 per cent. Oper-

3 Sources of these data are American Transit Association, Transit Fact Book, 1951 (The
Association, New York, 1951); and Report to the Recess Commission by Simpson andCurtin,
Transportation Engineers (Philadelphia, Pa.).
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ating revenues, on the other hand, have risen by only
8 per cent during the same period. The net result has
been a general decline in operating income in the industry.
Operating income (after taxes) for the industry as a
whole in 1951 was less than half that of 1946.

Factors underlying the Fall in Traffic Volume. The
major factors explaining the decline in passenger volume
since the end of World War II are the following: (1) In-
creasing use of the private automobile; the number of
registrations increased from 25.5 million in mid 1945. to
43 million at the end of 1951. (2) The construction and
improvement of highway systems in urban areas. (3) The
outward movement of residential population, shopping
centers, and industry from the central districts to subur-
ban places in metropolitan areas.

All of these factors are interrelated. The increased
use of private automobiles is partly the product of the
rapid metropolitan decentralization which has been
occurring in the past five years. The improvement of
highway systems has encouraged the increased use of
private cars to commute to work from outlying areas.
The outward movement of population and business to
peripheral communities has been possible only because
of the availability of good highways and the automobile.

The private automobile, in conjunction with a modern
public highway network has been the chief source of
competition for the local transit companies. This com-
petition has taken both direct and indirect forms. The
car-pool, a phenomenon of the war years, has captured a
marginally important segment of passenger business of
the mass transit companies. The use of the family auto-
mobile for shopping and other purposes has reduced the
volume of traffic during the off-peak hours of the day.
In addition, the dispersal of population to lower density
areas has in some cases compelled the provision of transit
services to areas which do not generate a sufficient volume
of traffic to pay their own way.

The Changed Structure of the Transit Industry. The
local transit industry has undergone marked changes

nin the last veneration. The most imnortant altera-
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tions are associated with the displacement of the old
electric railway system in most cities and towns by fleets
of motor busses. In 1920 practically all mass transit
traffic was carried by electric railways. In 1950 motor
busses carried about 55 per cent of the total number of
passengers transported by all types of systems. This
changeover in mode of transportation has been attended
by a sharp reduction in the amount of physical and capi-
tal investment required to convey a given number of
passengers. For every 1 million passengers carried in
1950 the investment in electric railway companies was
about $500,000. In contrast, the investment in motor
bus companies for every 1 million passengers carried in
1950 was only $75,000. In other words, the motor bus
industry, unlike the electric railway industry which it
has displaced, is not a heavy investment industry.

In contrast with such public utilities as railroad, elec-
tric, gas, telephone or water companies, bus companies
characteristically have a relatively 1owt ratio of invested
capital to annual revenue, and a narrow margin between
annual operating revenues and operating expenses. The
ratio of depreciated value of plant and property to op-
erating revenue in other public utility industries may be
two or three to one; in the bus industry the ratio is
typically one half to one. Operating ratios 1 before fed-
eral income tax typically range between 75 and 85 per
cent in other types of public utilities. Operating ratios of
90 per cent or more are not uncommon in the bus business.
Therefore, the risk factors in the bus industry are in-
herent in a changing cost structure rather than in the
amount of capital invested in the business. A 5 per cent
rise in the operating ratio will in many cases convert a
net profit of a bus company into a net loss.

Operating Expenses and Operating Revenue. Main
items in the expense column of the typical bus company
are the labor costs, costs of materials, repairs and garage
expenses, administration, insurance and safety expense
and depreciation. The wage bill in the industry amounts

The operating ratio is determined by dividing annual operating expenses by annual
ratine rpvptino



HOUSE —No. 2489. [May8

to almost 60 per cent of operating revenue; operating
materials (fuel, oil, etc.) make up about 10 per cent of
operating revenue; equipment maintenance and garage
expense may require 10 per cent; bus depreciation, which
is partly associated with wear and tear directly due to
usage, may absorb 5 per cent. Thus, 80 or 85 per cent of
total operating revenue is absorbed by direct running
costs, with the remainder distributed among fixed charges,
taxes and return on investment, if any.

Financial Considerations. The average return on in-
vestment in the transit industry has been very low in re-
cent years. In 1950 the net income (after taxes) as a
percentage of net assets was only 1.9 per cent. On this
score, the transit industry placed second lowest among
69 major industries in the United States. 1 For this rea-
son the industry is not attractive to outside investors.
The cost of capital in the transit industry is higher than for
other types of utilities. These comparatively disadvan-
tageous financial terms reflect not only the weak present
position of the industry, but also its poor long-term pros-
pects. Unlike the trend for other public utilities, the
volume of business of the transit industry has shown a
downward trend over the last twenty-five years, except
for an interim during the war years. Thus, the only
source of equity capital required for improvement or ex-
tension of services is retained earnings, which have been
relatively low in recent years. It appears that transit
companies will have to continue to rely on relatively ex-
pensive equipment trust arrangements to replenish their
operating property.

Status of Transit Companies in 25 Cities. At least 11
of 25 transit companies serving that number of major
cities in the nation showed a loss in the year ending June
30, 1951. The majority of the other companies were
marginal: in most cases a 5 per cent change in operating
expenses would have pushed the company into a deficit
position.

Source: National City Bank of New York, Monthly Letter on h conomic Conditions and
eminent Finance, April, 1951.a
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Municipal Ownership Considerations. Mass trans-
portation is essential to most communities. The public
cannot permit this service to lapse. But many private
transit companies are finding it less and less attractive to
stay in business in the face of continually rising costs and
declining passenger traffic. Not a few companies appear
to be considering either complete abandonment or sale
of their property to the municipality. It is evident that
in most cases abandonment cannot be permitted. This
means that more and more municipalities may be com-
pelled to take over ownership and operation of the transit
systems. The record of municipally owned transit com-
panies does not warrant the view that community owner-
ship is a universally good solution. Municipal owner-
ship, moreover, will not reverse the long-term decline
in mass transit business; nor can it be expected to hold
down costs more effectively than private management.
On the contrary, there is some evidence that a larger
proportion of municipally owned lines have been operat-
ing at a deficit than private companies in recent years.
Caught between public demands for low fares and rising
wages and materials costs, public systems may have less
power of resistance to loss operations than private opera-
tors. But to the extent that the operating revenues of
public systems fall short of total expenses, the public
must ultimately pay for transit services through higher
taxes. This may result in a less equitable distribution
of the cost burden than if riders were charged fares suf-
ficient to cover the full costs. In short, municipal owner-
ship is not a royal road to economical and efficient opera-
tion of transit systems. It merely involves a transfer of
responsibilities from the private to the public sphere and
a questionable rearrangement of the cost burden.

The Commission’s investigation of the condition of
Massachusetts street railway and bus companies indicates
that, as a whole, the industry is in a serious financial

111. Condition' of Massachusetts Companies.
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condition. Although some companies continue to operate
at a profit, more than two thirds of the 26 companies on
which the Commission has summary financial reports
showed operating losses during the last calendar year. In
some cases these losses have been so large or sustained as
to raise questions as to the continuation of service in the
future. Many of the companies which show a profit for
the entire year have lost money in one or more quarters
of the year, as a result of declining riding and of increases
in costs which have not been accompanied by commensu-
rate increases in operating revenue.

As to drastic declines in patronage on transit systems,
we need cite only a few examples. Seven typical Massa-
chusetts companies suffered a decline in patronage of 28
per cent in the five years 1947-1951. During the years
1948 and 1949 the annual decline exceeded 10 per cent
per year. Individual companies have suffered even
greater losses. The Worcester Street Railway Company,
for instance, lost nearly 40 per cent of its riders during the
same period, while the Springfield Street Railway Com-
pany and the Union Street Railway Company of New
Bedford lost more than 30 per cent.

These declines in riding are closely related to increases
in automobile registrations during the same period. Dur-
ing these years the number of passenger automobiles
registered in the Commonwealth increased 30 per cent.
In the county of Worcester the increase in automobile
registrations was about 35 per cent. In other cities out-
side of the Boston area corresponding increases occurred,
not only in automobile registrations, but, more import-
ant, in the daily use of the automobile by former custom-
ers of the transit companies.

Transit companies have faced, in some instances, a
period of years of operating losses. The Worcester
Street Railway Company, for instance, shows net losses
for the last five years. If there were prospects that these
conditions would reverse in the near future, the com-
panies might be expected to continue operations with
the hope that the business would again achieve fairly



HOUSE No. 2489.1952.] 11

prosperous conditions, such as it has known in the past.
At the present time, however, there appears to be little
prospect for the reversal of conditions now facing the
industry. One company in Massachusetts has gone
out of business as a result of these conditions. Others
apparently appear to be considering how best to
liquidate.

It should also be noted that the private transit com-
panies are not able to continue indefinitely to render
service at a loss and cannot be required to do so. Under
statutory law, the companies are entitled to earn a fair
return as a business. They cannot be compelled to con-
tinue service if these conditions are not met. The Com-
mission comes to the conclusion, therefore, that condi-
tions facing the industry must be altered to assure a fair
return, or that the Commonwealth must face the prospect
that many companies will cease operations.

To illustrate this phenomena, consider a typical case
of a street railway company with a fixed investment of
$4,000,000 and an annual operating cost of $2,000,000.
The company is entitled, let us say, to a 6 per cent return
on its $4,000,000 investment, or $240,000 for this com-
pany. A 5 per cent increase in operating costs, or
$lOO,OOO, would cut annual profits by more than 40 per
cent, but would still leave the capital of the company
intact. On the other hand, consider the case of a typical
modern bus line with a total investment of $400,000 and
an annual operating cost of $1,000,000. Theoretically
this company might be entitled to an annual return of
only $24,000 on its “investment.'’ However, even a
2Yi per cent increase in costs during any year would
wipe out the profit entirely; a 5 per cent increase in cost
during any year would put such a company $25,000 in
the red.

These changes in the financial characteristics of the
industry indicate strongly that the earlier basis of regu-
lation is unworkable for the bus type of transit industry.
A new method of regulation based upon operating ratios
has been developed and is being widely adopted, and
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this method may offer some hope for continued successful
regulation of the industry.

Finally it should be noted that public transit no longer
has the monopolistic characteristics which evoked the
close and continuous public supervision of the past.
Public transit is no longer a monopoly. It faces daily
competition from the privately owned automobile, and
is, indeed, subject to wide fluctuations in patronage, not
only from day to day, but from week to week and from
season to season, as a result of the fact that a vast majority
of the population can, if need be or if preference dictates,
drive rather than ride.

Increases in fare invariably result in a decline in patron-
age. The operating companies are acutely aware of this
fact and realize that automobile competition may drive
them out of business if they increase fares too much. On
the other hand, during recent years, when costs have
risen to such a marked degree, prompt adjustment of
fares and schedules has been imperative if the companies
were to continue to exist at all as private enterprises.

These conditions namely, the decline in patronage,
the competition of the automobile, the necessity for a
fair return, and the changed nature of investment in the
industry suggest the need for a review of the regulatory
system, if communities in the Commonwealth are to
continue to obtain public transportation services which
they need through private companies, and to avoid the
necessity for public ownership or subsidy which they can
ill afford.

IV. The Issue of Municipal or State
Ownership.

If the circumstances described above continue to be
the pattern, there is a real danger that a substantial num-
ber of the private companies now operating transit serv-
ices in the Commonwealth will be forced to cease oper-
ations during the next few years. Indeed, if patronage on
transit systems continues to decline in the future as it
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has in the past, widespread cessation of transit operations
appears to be inevitable. When that occurs, the affected
communities will face either a total loss of transit service,
unthinkable in many instances, or the need for municipal
or state ownership publicly subsidized from taxes. Either
of these would create grave problems.

Many municipal officials appear to be relatively un-
aware of the real dangers facing their communities. The
Commission’s study of the transit industry indicates that
the dangers mentioned are much more real and may be
much nearer in point of time than the public or their
officials realize. Expert testimony presented to the Com-
mission indicates that private enterprises cannot be
expected to continue operations unless conditions change
radically and substantial modifications are made in present
regulatory machinery.

The cessation of public transportation may not result
in serious damage to the Commonwealth in scattered
rural communities where a high percentage of transporta-
tion is now being done by private automobile and public
transportation is carrying but a small proportion of total
riding. Although in these communities the elimination
of privately owned bus systems would have little effect
on those sufficiently well off to own and operate one or
more automobiles, it would cause inconvenience to the
housewife, raise the cost of transportation, and penalize
those who do not have two automobiles.

In the larger communities of the Commonwealth, the
abandonment of public transportation service is virtually
impossible. The volume of rides needed in these com-
munities to serve the riding public each day is so large
that it could not be handled in any event by private auto-
mobiles. In Worcester, for instance, the total number of
rides each typical day exceeds 100,000. There is no
possibility that the streets of Worcester could accommo-
date 100,000 additional passengers a day by private auto-
mobile. Public transportation is therefore a necessity for
this community and many others like it.

In addition to the above necessity, there is an economic
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necessity for mass transportation in almost any com-
munity with a population of more than 40,000. The cen-
tral shopping districts in such communities are dependent
upon public transportation to maintain their volume of
business. The cessation of public transportation service
in such a community could possibly bankrupt the central
business district. In addition, any elimination of transit
service in the business area would have serious effects
upon the tax base of the community involved. Indi-
vidual home owners may be similarly affected by loss of
transit service. Every home owner who has purchased a
home in a community served by a bus line knows that
the value of his home is directly affected by the availabil-
ity of public transportation service.

For these reasons it is probable that the larger com-
munities will be forced to acquire and operate public
transit systems if private transit systems go out of business.

If privately operated firms have been unable to make a
financial success of the business, it is hardly likely that
public operation of transit facilities would be able to cope
with the problem without public subsidies of one kind or
another. The community would lose the taxes now paid
by private operators, and the community would have to
make some sort of an outright subsidy to assure adequate
service at today’s inflated costs. Private operators have
strong incentives to hold costs to a minimum, to operate
the system profitably, and to provide service promptly
where patronage justifies the expense. Public systems
would find it more difficult to control rising costs, more
difficult to resist demands for service in uneconomic
areas, and more difficult to make adjustments in services
and costs to meet changing conditions. In all instances,
public operation has proven that it is impossible to ex-
tend and improve transit service without direct contribu-
tion from government.

A maximum effort should accordingly be made to con-
tinue private ownership and operation of transit systems.
Only after all remedies have been exhausted should pub-
lic ownership be considered.
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The Department of Public Utilities is responsible for
regulating transit companies under existing statute. The
Department of Public Utilities is responsible not only for
regulation of utilities in the transit field, but also for super-
vising all other utilities, including railroads, telephone,
electricity, gas and other services. With a small staff in
each regulatory field, the Commission has been through
a period of unusual activity because of the rising costs
which have faced all industries. The Department cannot
be criticized for its inability to keep up with the large
number of cases which have confronted it in recent years.
If anything, it is to be complimented for its performance
under adverse circumstances. This is particularly true
of the Commissioners themselves, who are required by
law to appear personally at hearings in the affected com-
munities on transit cases.

When an operating company petitions the Department
for a change in fares or in service schedules, the Depart-
ment may, and in practice does, suspend the proposed
change pending a hearing and a decision by the Depart-
ment. In practice, the Department usually requires from
thirty to sixty days before its schedule permits a hearing
on a pending case. After the hearing, another thirty to
sixty days may be required for a decision. The maximum
period during which changes in fares or schedules may
be suspended by the Department is ten months. In
practice, the average time lag between a petition by a
company for relief and final decision by the Department
appears to be between three and six months.

During this period of adjudication prior to decision, the
financial condition of a transit company may be seriously
impaired. A company is not allowed to petition for fare
raises in anticipation of rising costs. Often it has been
required to pay retroactive wage increases covering a
period of months during which time its costs have risen
while the fares have remained at a fixed and regulated
level. This has resulted in loss of income to the com-

V. Present Regulatory Procedure.
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pany, which it is impossible for them to recover. During
the period since the end of the war, rapidly rising labor
and other costs have forced the companies to seek fare
increases and to curtail service for the first time in nearly
a generation. These changes have been necessary to
maintain at least a break-even operation.

These conditions indicate a need for more prompt
action on petitions for changes in fares and schedules.
The companies are legally entitled to a fair return for
their services. Delay in action on petitions for changes,
in fact, deprives them of income to which they are legally
entitled, and which they must have if they are to con-
tinue to provide adequate service to the community.

With respect to changes in service schedules, the law
now requires that the Commission hold a hearing in the
affected community. This takes time for hearings which
are often poorly attended and add little to the final de-
cision by the Department. Such hearings may prove
beneficial in many instances, but it does not seem to this
Commission that the Commissioners of the Department
themselves should have to appear in person at such hear-
ings. It would be sufficient if they designated qualified
staff members to attend such meetings, hear local com-
plaints and recommendations, and report to the Commis-
sion for its action.

On matters of fare change, the Department has in the
past relied largely upon the investment basis for deter-
mining a fair return. Increasingly it appears that the
.operating ratio theory may be substituted for the invest-
ment basis. While the Commission does not believe that
legislation is required at this time to affect such change,
it recommends that the Department give serious atten-
tion to this basis in its future regulatory actions.

The cost of service act, so called, was adopted in 1918.
In the thirty-two years after its enactment it was never

VI. Cost of Service and Related Statutes.
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used. The Worcester Street Railway Company has
petitioned to come under its provisions. The law was
drafted when street cars with their heavy fixed investment
and their monopolistic characteristics were the prevailing
mode of transportation. Today, public transit is pri-
marily a bus operation, suffering from private automobile
competition and other conditions which differ markedly
from those of 1918.

Under the act the State assumes partial control of any
street railway company coming under its terms. The act
requires that fares be raised automatically to maintain
a reserve fund, required by the statute, for the purpose
of assuring private owners a 6 per cent return on their
investment while the property is under public control.
Many provisions of the statute are obscure in effect, and
some are under litigation at the present time. For ex-
ample, the Department of Public Utilities is required to
make a once-for-all determination of the rate base. The
act apparently intends that the original amount of the
paid-in stock investment should be taken as the basis
for determining the fair return. This original investment
may bear little relationship to the current value of oper-
ating property; moreover, there is no assurance that the
Department may redetermine the capital base in the
event that the value of the operating property is subse-
quently increased or reduced.

Under other sections of chapter 161, municipalities are
authorized singly or in combination to acquire and oper-
ate street railway systems. This statute is also outdated
and also deals with conditions which have long ceased
to exist. Together, the cost of service act and the munici-
pal acquisition sections (chapter 161, sections 115-128 and
sections 143-158, respectively) constitute an important
body of legislation enacted a generation ago. The Com-
mission is convinced that both of these statutes require
substantial revision, if not outright repeal. Legislation
is required today which would permit the orderly liquida-
tion of transit companies which can no longer operate at
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a profit and which desire to cease operations. In addi-
tion, modern legislation must be enacted to permit cities
to decide in a fair way whether or not they wish to assume
responsibility for operating a defunct transit system.

The Commission has not had sufficient time to study
these problems in detail. It recommends that remedial
legislation be developed for introduction at the next ses-
sion of the Legislature. For this purpose and others, the
Commission has already recommended to the Legislature
that its life be extended to March, 1953. The Depart-
ment of Public Utilities has recently filed two reports
on the cost of service act in accordance with the provi-
sions of chapter 69 of the Resolves of 1951, which will be
of material assistance to the Commission in further
studies of necessary legislation.

VII. Conclusions and Recommendations
Conclusions

1. The transit industry is a sick industry. Since 1945,
a period in which costs have spiralled, competition with
automobile riding has resulted in a marked decline in
patronage. These and other conditions have resulted in
financial losses to many companies. These circumstances
if unchanged will threaten the continued operation of the
private transit industry.

2. Some transit firms have ceased operations; others
have been acquired by public agencies in order to assure
continued operation; still others continue to operate as
private firms, but with the growing danger that public
ownership may become necessary to continue service.
Under these circumstances, if public ownership or sub-
sidy is to be avoided, it is imperative that changes be
made at an early date to provide for more prompt action
on changes in fares and schedules by the regulatory
agency involved.

3. The Department of Public Utilities, which is re-
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sponsible for regulating the transit industry within the
Commonwealth, is overburdened with pending cases. The
nature of the regulatory actions required in the transit
industry has changed during this period with the changed
financial structures of companies within the industry in
the Commonwealth. These changes require up-to-date
regulatory procedures and, above all, prompt action.

4. The legislation recommended by the Commission
may defer the need for more drastic remedies at the
present moment, but will not alter the long-range prob-
lems facing the industry. Further studies of the cost of
service act and of the statutes regarding regulation and
municipal ownership of transit systems are urgently
needed.

Recommendations.

1. It is recommended that the attached bill, Appendix
A, be adopted at this session of the Legislature. This
bill is intended to permit the Department of Public
Utilities to give prompt action on changes in fare on an
emergency basis. It does not suspend or alter the au-
thority of the Department of Public Utilities to regulate
fares. It will not result in any higher fares than those
which are the legal right of the companies today. It
merely authorizes changes in fares to be put in effect
when costs rise, and pending final hearing and decision
by the Department of Public Utilities.

The bill provides that any operating company, after
presentation of certain required evidence and after a
thirty-day notice, may institute a new fare schedule.
If the fare change proposed is clearly unreasonable, the
Department of Public ITilities can suspend its operation.
Otherwise, the company is authorized to put the new
schedule into effect, pending hearing and final decision
by the Department. Under the present work schedule
of the Department, such a hearing and decision should be
possible within thirty days after the schedule becomes
effective. During the period before final decision of the
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Department, the income received by any company as a
result of such a fare increase would be segregated in a
special account subject to the control of the Depart-
ment.

The Commission is of the opinion that legislation of
this character is imperative to assure that the financial
condition of presently operating private transit companies
does not deteriorate further, and to postpone any needs
which might arise for public ownership, operation or
subsidy.

2. It is recommended that the attached bill, Appendix
B, be adopted at this session of the Legislature. This bill
would ease the burden now placed on the Department
of Public Utilities in connection with changes of schedules
for private operating transit systems. The Commissioners
are now required under certain conditions to hold hearings
in the affected locality. These hearings are often un-
attended or inconclusive in result. In addition they
impose an unnecessary burden on the Commissioners.
The proposed legislation would not alter the require-
ments for hearings; it would merely authorize the Com-
mission to appoint hearing officers to take evidence at
such local hearings and to summarize and report such
evidence to the Commission. It would expedite the work
of the Commission and permit the Commission to take
prompt action on schedule changes and other matters
which it must decide. The bill simply authorizes a
procedure which is well established in government
practice in other States.

3. It is recommended that the life of this recess Com-
mission be extended to the first Wednesday of March,
1953, pursuant to legislation now pending, and to permit
a detailed study of the cost of service act of 1918 and
other acts and economic conditions in the industry which
will require remedial action by the next Legislature.

Certain data bearing on the financial condition of local
transit companies are presented in Appendix C.

The Commission wishes to acknowledge the co-
operation and assistance of management, labor and the



HOUSE No. 2489.1952.] 21

municipal officials, as well as the Department of Public
Utilities, who have contributed their time and testimony
to the work of the Commission.work of the Commission.

Respectfully submitted,

PHILIP G. BOWKER
Chairman.

JAMES F. CONDON
FRANCIS H. McNAMARA.
STANLEY E. JOHNSON.
ARTHUR J. BARRETT.
PAUL A. GAGNON.
WILLIAM L. C. WHEATON.
THOMAS A. DUNBAR.
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On the whole, the main part of this report is a state-
ment of facts and information gathered from all parts
of the country with which I am in no position to disagree.

I would like to have seen this interim report more
specific and pertain more in detail to Massachusetts.
The fact that the rest of the country’s transportation
business is in a sad plight might to a minor degree console
us, or act temporarily as a sedlitz powder, but, in the
final analysis, that information alone will not help us to
solve our pressing problems.

Massachusetts is faced with a vicious transportation
problem to solve, and it can only be accomplished by
cutting the cloth to fit the situation, if we are to have
any transportation at all.

To do this w7 e must save as much of the service as
can be operated at an honest profit, and change, improve
or stop, if necessary, all customs and methods that con-
tribute to a losing business.

The suggestion made in this report advocating the
adoption of the two appendices might be a change of
methods, but they should not in my opinion be the first
changes to be made, and I therefore must dissent at this
time from approving or adopting the appendices.

MICHAEL A. FLANAGAN.
HAROLD C. NAGLE.
CHARLES A. MULLALY, Jr.

SUPPLEMENTARY REPORT OF SENATOR
MICHAEL A. FLANAGAN AND OTHERS.
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In the Year One Thousand Nine Hundred and Fifty-Two.

An Act relative to rate increases by certain com-
mon CARRIERS.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:

1 Chapter 159 of the General Laws shall be amended
2 by inserting after section 20 thereof a new section
3 20A, reading as follows:
4 Section 20A. The department shall not suspend
5 the taking effect of a proposed change in schedules
6 filed under this chapter involving an increase in the
7 rates of fare charged for the transportation of pas-
-8 sengers by any carrier which is subject to the provi-
-9 sions of chapter one hundred and fifty-nine A or

10 chapter one hundred and sixty-one of the General
11 Laws, if the carrier shall file with the notice of such
12 change a financial statement of the results of its opera-
-13 tions covering a period of not less than one year ending
14 not more than thirty days prior to the filing of such
15 notice, and of the projected result of its operations
16 for a period of not less than six months after the pro-

PROPOSED LEGISLATION.

Appendix A.

Cfce Commontoealtl) of s^assaclmsctts
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17 posed effective date of the increase, assuming the
18 change in effect, such statements to be in such detail
19 as the department shall reasonably require and to be
20 accompanied by affidavit of a duly authorized officer
21 of the carrier stating that such statements are true to
22 the best of his knowledge and belief, and if the state-
-23 ments so filed establish in the opinion of the depart-
-24 ment that the emergency application of the rates
25 included in such change appears to be necessary to the
26 extent stated therein, in order to obtain a reasonable
27 compensation for services rendered.
28 The additional revenue received by the carrier as a
29 result of such emergency increase shall be retained by
30 the carrier in special deposit and not used or disbursed
31 until final determination by the department of the
32 proper rates to be charged. The department may by
33 order require the filing of a bond running to the com-
-34 missioners of the department and their successors in
35 office in such form and with such sureties as the de-
-36 partment may approve, conditioned upon compliance
37 with the provisions of this section, before approving
38 such emergency application. In the event the de-
-39 partment shall not approve all or any part of such
40 proposed change, the difference between the amount of
41 revenue collected by the carrier as a result thereof
42 between the effective date thereof and the date of dis-
-43 approval in whole or in part and the amount that
44 would have been collected had the rates as determined
45 by the department been in effect during such period
46 shall be used and disposed of by the carrier, as the
47 department shall direct.
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In the Year One Thousand Nine Hundred and Fifty-Two.

An Act amending the law requiring that certain

HEARINGS BEFORE THE DEPARTMENT OF PUBLIC UTILI-
TIES ON RATE INCREASES AND SERVICE REDUCTIONS

BE HELD IN ALL CITIES AND TOWNS AFFECTED THEREBY.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:

1 Chapter 25 of the General Laws is hereby amended
2 by striking out section 4A, inserted by chapter 526 of
3 the acts of 1950, and inserting in place thereof the
4 following section:
5 Section J+A. Upon any application or petition for
6 an increase in rates or reduction of service by any
7 corporation subject to the jurisdiction of the depart-
-8 ment, the commission, or a person designated by it
9 from the department who shall report his findings to

10 the commission, shall hold a hearing upon such appli-
-11 cation or petition in the city or town or area wherein
12 any such company does business and in which any
13 decision of the commission would apply.

Appendix B.

Cfte Commontoealtf) of



HOUSE No. 2489. [May26

SIiI S 2 § 2£Pj ® ~ O?
-

(N °°.
t. » Ni2S H t2
o w w '—' —-

a S !2 3T 00 00 Q«| SSRSSSS®
hH I I s 2 g » g s’

io “ 3 -

"

o: s

Oh
<3
,T I • ? 9 fl 3 « ®

tC rtp oojiossecoi6*-ico
>" a £§ ||li g * s g
m 5
O |

H °

£v . *— —Co SSJs2S2°ic<, s2 ,:^�“H rA cS -»j coosejo»-H»^«so>
• r | f-H rt-g c Csc^«seoocoost^

° 5 g
_

S|B il3i § * * §

XH* i <
~

ZD m m
HH Jm «c

°P ?
-

*-jr i_3 10 Ih<H JP « C M •

r -»
r-H O £.£:*» c^oco-rftooccitD

OJ ry> c a* -*5 fc--7 <3 W ® (322 « » o? «o «00 wcl ,

“

or

Pi CO I ti |op-
§ I
£ g
ig 3

CO

MH w
o sg ? I
H
<3 '6
Oh � -h6P 5 *

65 I oOh I S S $
-

o P .c s 1 1 J« a a
**| I « 5 •BIsA S • i a=oH§ $

“ g3tall -J I «

lII* | 1 i Sll|l * « I <

£ 5= % » B-;?Si=IE J 6 § IJS S £. s I § I S
SS•! I 2 ! S
cn«QaEb.OO



1952.] HOUSE No. 2489 27

fc’J WJ t’J '*7' “•*-> ' •—■
t-7 *-T t>» o to co o o F"
IO—iCOt—CDOOCS 3

•-H CS r-l CO to to 2

T3

CD •*#< »C U
O O to ® bfi■'9* to CO eg C 3 o
C» a? tjT ■£ X »

CS CS CO CO cn So
OO CS GO CO CS

o
C Is 1

• O O3 I g
c

5 ■g i6 « E*•
« _

© g
£ g 5S a»

S..S g -5
"c "a

$s $ $
T 3 T 3 33 33
33 3 3

COs

6O
>»

g. S ~ go'6= U .gxpcc £ rj o GcSCO.•Hg© £ . . o ~ . .0ce c o c*sl2o® - m
Q O * £ £ *5 •«

>, 'O • • U

~B. <; I 5 H 2 . ?56 £ i?|II&~jfI!I 2 | . 8 I I I < Is :s6o oj >S£gS-gS t. £^w «o
(
SIss|sBZl£J § 5 g- I I | -

”

9£ B h _.
. P 5 -o •- £ w c <5

:? | I 5 I Sp « S § x-gs-fi 2 ,5 2 « £ H ussg«l •

,
t -

= S 5s s § HMDB» > a s SgiooCg|s>aS-s'S-S=22£;£6S'§-9fca2s ,3>f2, £Sß -afc o

c
.2IsSioutf

1-^
CO

•u<
CO
eo

ft
COa

CS OS f-T CO t>72 H
*

OO M

cocscoeococo-»ttco
cOcooocscsococo
Cs Cs cs co to to to
cscsr-Tcsost'-cot'^



HOUSE —No. 2489. [May, 1952.28

In the Year One Thousand Nine Hundred and Fifty-Two.

Resolve relative to reports to the general court

MAKE AN INVESTIGATION AND STUDY RELATIVE TO LOCAL

TRANSIT COMPANIES,

1 Resolved, Chapter 52 of the resolves of the current
2 year is hereby amended by striking out the last
3 sentence and inserting in place thereof the following
4 sentence: Said commission is hereby authorized
5 to report from time to time to the general court the
6 results of its investigation and study, and its recom-
-7 mendations, if any, together with drafts of legislation
8 necessary to carry such recommendations into effect,
9 but shall make a final report not later than the first

10 Wednesday of March in the year nineteen hundred
11 and fifty-three, by filing the same with the clerk of the
12 house of representatives.

THE UNPAID SPECIAL COMMISSION ESTABLISHED TO

PROPOSED LEGISLATION.

Cfje CommontoealtJ) of s^assadmaetts


