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Dissemination of these news items to all interested people
is encouraged. Content may differ from Milwaukee Road
viewpoint. You might want to retain for reference.

Milwautkee Journal, June 10, 1983

Milwaukee Road debt payment OK’d

Ch.lugo 1. — The federal court overseging the reorgenization of the
bankrupt Mllwaukee Road has glven the rallroad permission to pay off
its debt to certaln bondholders at rates ranging Irom 229% to 41.5% of
the debt pnnclpal

Richard Ogilvh- t.ha rallroad's trustee, estimated that the paymeats
would amouat to $28.4 milllon and would be made by June 30. The rall-
road plans to pay about $83 million of ts $572 millon in debts this year,
Grand Trunk Inc., which wants to buy the Milwaukee Road, has sald it
would assume about §253 mlilllon of the total debt.

N Jnder ‘the plau, the rail:oad would pay {irst mortgage bondholders
15220 per §1,000 in debt. principal and $233.54 and $237.29, respectlvely.
to um'eglstered and regixtered Terrs Haute bondholders.

g The Taltroad also will repay $238.15 to Southern ladlana Railway Co.
tirst mortgage bondhoiders, $239.33 to Eedford Belt Railway Co. bond-
‘holders, $397.88 to-general mortgage bonds, Series A and 5415 85 to
‘general morigage bonda, Sertes B. R




Elgin Daily Courier News,

June 9,

1983

By Mike Castelvecchi
and Mark Masek

A Milwaukee Road freight train
derailed in southeast Elgin Wednes-
day afternoon, strewing wreckage
over a mile-long path.

No injuries were reported,

The cause of the 3:30 p.m. acci-
dent is still under investigation by
railroad and police department de-
‘tectives,

Eleven of the 70 cars were thrown
off the track, one landing in the Fox
River. Most of the derailed cars left
the track at Raymond Street near
the Eigin Corrugated Box Co.

Traffic at various intersections in
Elgin was blocked Wednesday and
today, and rail commuters were
being bused between the Ligin and
Bartlett depots to get around the
wreckage site.

The tracks were expected to be
cleared in time for today’s after-
noon rush hour, a Milwaukee Road
spokesman said.

Train conductor Paul Mills told
police he was traveling at 37 miles
an hour when the derailment oc-
cwred as the train entered the
south side of Elgin.

THE TRAIN, carrying automo-
biles, auto parts and freight, was
bound for Kansas City. Dozens of
new 1983 models were destroyed in
the accident,

Craig Martin, 28, a cable installer
for a subsidiary of Centel Cable Tel-
evision of lllinois, was in his truck

on Raymond Street waiting for the
train to pass,

"1 was sitting right there and one
of the cars leapt off the track. (The
engi..2) kepl goiny anu the rest of
the cars busted loose,

"I gaw thecar and il went off, so I
got out of the way. [ didn’'t know
how fast it was coming or where it
was going, so [ got out of there,”
Martin said.

The engineer told police he did not
immediately f{eel 'the derailment
until the engine was almost to Na-
tional Street, about a mile from the
Raymond Street crossing.

A man rafting in the river below
the train trestle told police he saw
all the cars gradually tilt and then
begin to fall,

THE FORCE OF the accident
caused wheels to be ripped {rom the
cars and tossed randomly about the
accident site.

Two semi-trailers riding pigagy-
Dack on a freight car were dragged
several hundred feet before falling
into the Fox River near the U.S. 20
bypass.

Three engines were pulling 70
cars—238 loaded and 32 empty. The
front 25 continued the :rip to Kansas
City.

“They’'ve been working on the
tracks the last couple days, but we
don’t know what caused the wreck,”
said Elgin fire Chief George Van
Der Voorde, who was al the scene.
New gravel was visible along the
roadbed.

According to Bill Bickley, director
of corporate relations for the Mil-
waukee Road, the company has

been *“upgrading that stretch oi
track for about a yeuar,” and new
surfacing was added to the crossing
where the (rains were derailed
“within the lasl couple of weeks."\

HE ALSO SAID the facr that the
first 25 cars passed with no problem
“indicate that there isn't a problem
with the track.”

The track is used for both passen-
ger and freight runs, he said.

There was no structural damage
to the bridge, Bickley said.

Commonwealth Edison service
was disrupted for aboutl {wo hours,
affecting 250 customers in the Ray-
mond Street and Blufl City Boule-
vard area.

One suspected looter was ar-
rested by police several hours after
the crash,
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An architect's drawmg of the proposed remodeling of First Street Stat:on.

Wirth says he bought

First St. Station

By Jo¢ Blade
Staff Writer

Developer Harry Wirth said Wednes-
day that he had bought the First
Street: Station restaurant as another
step in his plans to develop the
downtown riveriront aiong with the
old Milwaukce Road depot area.

Wirth did not disclose the price he
paid for the seven-year-old restau-
rant at 333 8. lst St. He said it was
bought for cash put up by his part-
ners, Paul Feldman and Dan Chris-
iensen, the California loan broxers
who arranged the $13-million joan
that enabled Wirth to buy the depot
property from the bankrupt Milwau-
kee Road.

First Street Statlon was remodeled
irom an abandoned building once
occupied by the Minneapolis Eastern
Railway. The restaurant was a qulck
success put fell into difficulty later
as the economy softened. Owner Jim
Howe revealed last summer that
business had not improved, even
{hough he had reduced prices and
had stopped drawing a salary.

Wirth said yesterday that he plansto
add a _solarlum greenhouse that
would encase the restaurant’s sec-
ond-floor deck. He also said he plans
a two-story solarium to unite the
first- and second-ficor bar areas. He
hopes to have the work finished by
the end of the year. The 73,000-
square-foot parking lol probably will
be used for other purposes, he indi-
cated.

A master plan for the entire river-
front area should pe completed with-
in 30 or 45 days, Wirth said. [t would
Include pluns for the depol and iand
Just south of the planned park along
the Mississippi River between 3rd
Av. S. and the Intersiate Hwy. 35W
bridge east of downlown Minneapo-
lls. He plans a complex of shops,
hotels, housing, offices and restau-
ranis (o be buut over the nex( 20
years,

Afier missing nine dead!ines and al-
most losing the right to buy the 15.5-
acre Milwaukee Road depot proper-
ty, Wirth obtained title on April 12

by paying the bulk of the $9.5 million
purchase price wilh (he loan e ob-
faired from Texas and California
savmgs and [oan associaltions.

The same day he bought an acre “of
odjoining Iand from the. Chicago &
North Western Transporiation Co.

]

Yesterday Wirth estimated thet the
total Invesiment in his Mllwaukee
Road ‘property would run to §280
mllllon. He has sald that it will take
more than $1 billlon to develop thf,-
entire riverfront area.

He envislons three types of owngr-
ships in the area. He and his part-
ners would develop what he calls
“key parcels.” They would enter Into
joint ventures with other developers
for some projects, And he would sell
some land to bullders who meet his
criteria and agree to {ollow his mas-
ter pian.




Chicago Tribune, June 13, 1983

[llincis could be end of

line in caboose fight

By David Young
Transporlation writer

THE UNION that represenis railroad
conductors is atiempting to persuade the
1lingis General Assembly to pass a law
making cabooses mandatory on all {reight
traing in the state, officials disclosed last
week. This would block efforts by the
raiiroad industry to eliminate cahooses.

The issue is in arbitration nationally
between the United Transportation Union,
which represents conducters, and four
railroads, the Seaboard, Chessie, South-
ern and Illinois Central Gulf systems.

Passage of a mandatory capoose law in
Hlinois would virtually doom efforts by
the railrecad industry to eliminate that
vehicle, because the state is served by all
but ong of the nation’s major railroads,
industry officials said.

ALTHOUGH ONE attempt to make ca-
booses mandatory on all trains in Illinois
exceeding 1,500 feet [about 23 cars] was
sidetracked last week in the Senate Labor
and Commerce Committee, union officials
have promised to try again before the
legislative session ends.

“It's an issue of safety,” said Patrick
W. Simmons, lobbyist for the United
Transportation Union, testifying in favor
of the amendment before the committee,
“There is nothing else to it. We’re not out
to get more pecple on the payroil. You
can’t shove long freight trains over blind
¢rossings without something on the end.
You're going to kill someone.” .

Officials of the Association of American
Railroads said mandatory caboose laws

have peen proposed this year in Montana,
Louisiana, Washington and Idaho, and
one was passed in Nebraska.

. The association estimates that the elim-
ination of cahocoses would save the rail-
read industry $460 million a year in oper-
ating expenses. Cabooses cost about
$80,000 apiece. U.S. railroads own 12,000
of them.

AS PART OF ihe coniract negoiiated
last year with the railroad indus%r , the
union aFreed to submit to arbitralion a
proposal that the railroads be allowed to
eliminate 25 percent of the cabooses on
through freight trains.

James Martin, operating vice president
of the Illinois Central Gulf, said he ex-
pects a decision {rom the arbitrator in the
next month. L

That railroad operates most freight
trains with four-man crews, two of them
manning the caboose. However, since
1975, the raiiroad has had an agreement
Eermittin it to operate piggyback trains

etween Chicago and St. Louis with two-
man crews and no cabooses. Martin said
those trains operated safely.

Simmons said the union’s campaign for
mandatory caboose laws was spurred by
the railroad industry’s attempt to renege
on provisions of the 1982 contract. .

“We had settled in our national contract
for the raiiroads to eliminate 25 percent
of the cabooses on trains of 35 cars or
less,"” Simmons said. “Now they want all
freight trains without cabooses. That in-
cludes trains of 100 cars. Now they want
the whole ball of wax.”

Minneapolis Star/Tribune, June 9, 1983

Coal-slurry

pipelines ai.d‘ed

Washingion, D.C.

The House Public Works and
Transportation Committee
Wadnesday approved legislation
aimed at encouraging the
«construction of coal-siurry
‘pipetines. The bill, sent to the floor
by a 32-18 vote; would grant
federal power of **eminent
domain’ for coal slurry projects,

providing them with the legal
authority to obtain rights-of-way
for the pipelines on compansation
to landowners.

l.ack of such power has held up
constructicn of almost all such
pipelines because most rights of
way would have to cross proparty
owned by railroads, the primary
haulers of coal in the nation and
vigorous opponents of slurry
pipelines,
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Railroads Freed to Compete

for Business

By JOHN W. ROWE
and
TIMOTHY T. O'TOOLE

{FWe1 ol Two Arucles)

In the two-and-one-half years
since Congress passed the Staggers
Act, the railroad industry has been
partially deregulated — not only in
accordance with the fashion of the
day but in response to decades of
eroding economic strength.

That erosion has historically keen
most severe in the Northeast and
Midwest where the railroad industry
has suffered the largest bankruptecy
in American history, that of the Penn
Central, the bankruptey of most other
railroads that served the Northeast,
the demise of the Rock Island, and the
dismemberment of the Milwaukee
Road.

Congress first responded to the
failed structure of railroading in the
Northeast by installing piers of feder-
al funds. In the Regicnal Rail Reorga-
nization Act of 1973, Congress sougnt
to presarve rail service at no cost to
shippers, the rail unions, and connect-
ing carriers. Instead, taxpayers were
asked to foot the bill: for the shippers
a rehabilitated railroad; for the em-
ployees’ lifetime wage protection; for
the conpecting carriers rate divisions
adopted when the Northeast was the
heart of the nation’s economy.

The conventional wisdom underly-
ing this government generosity was
that a rebuilt and consotidated re-
gional carrier, Conrail, would experi-
ence sufficient traffic increases and
economies of operation sufficient
traffic increases and economies of
operation to become profitable,

Conrail proceeded te confound
those forecasts. In spite of utilizing
$3.28 billion in federal funding, and
additional privately financed capital,
for rehabilitating plant and equip-
ment, traffic continued to plummet
and $1.5 billion in losses followed
through 1980. Clearly, soemething
more was needed.

In the Staggers Act, Congress
provided the railroad industry with
some of the tools which Conrail
particularty needed and sought to

deal with these problems. The act
ended the regulation of rates where
market dominance is absent, provid-
ed limited remedies with respect to
divisions of joint rates, and provided
for ending regulation altogether in
particular areas at the discretion of
the Interstate Commerce Commis-
sion.

In the Northeast Rail Service Act
of 1981, Congress took further steps
specmcally designed'to free Conrail
of the deadweight of past regulation:
Conrail was given the absolute right
for a limited time to abandon unprof-
itable lines; it was permitted to cease
commuter services; and it was given
assistance in terminating unneeded
employees.

aced with the termination of
lifetime wage protection and a
threatened breakup of the railroad,
Conrail's employees responded with
wage-related concessions.

With these new oppaortunities and a
cost-cutting chief executive officer,
L. Stanley Crane, Conrail again pre-
ceeded to confound [orecasts, but this
time in a healthy way, earning $39
million in 1981 and, with certain
extraordinary items, $174 million in
1982. In the [irst quarter of 1983,
Conrail reported net income of $12.6
million, its first-ever first quarter
profit.

These profits were not achleved
however, without major structural
changes in Conrail's relationships
with its labor unions, connecting
carriers, and shippers — the same
interests which Congress had at-
tempted to hold harmliess in passing
the 3R Act.

In NERSA, the Staggers Act, and
in various decisions interpreting
those acts, Congress and the ICC have
addressed the industry’'s chronic rev-
enue inadequacy by shifting from a
form of regulation unique to railreads
and suited only to a transportation
system dominated by railroads to cne
which balances more general public
utility theories with competitive mar-
ket concepts,

That shift was not the product of
at ideclogical bias that blindly called

for deregulation regardless of indus-
try structure. Rather, it was the
result of the recognition that reg-
ulation frustrated the railroads’ abili-
ty to respond effectively to the
competition of trucks and barges. An
examination of particular areas in
which Conrail has been intensely
involved illustrates the practical wid-
som of these changes and the Opportu-
nities they prowde

JOINT RATES: A joint rate is a
single charge to a shipper for the
carriage of goods over two or-more
railroads. A joint rate is divided
among the carriers according to a
prescribed formula and cannot be
changed without the agreement of all
participating carriers.

With the exception of certain bulk
comimodities, such as coal, joint rates
bave generally applied for the car-
riage of goods uniformly on all
through routes. The shipper paid the
same price regardless of the actual
length of haul and the number of
carriers in the route.

This was a major problem for
Conrail because the money it re-
ceived when the rate was divided
among the carriers {its “division”) did
not cover its cost on many routes.
Studies showed that 75 percent of
Coarail's deficit traffic involved in-
terline movements.

Once, Conrail could have address-
ed this problem only by bringing a
divisions case before the ICC.

Given the Staggers Act, Conrail
chose to address-the problem as
would any normal competitor. First,
it cancelled its participation in inter-
territorial joint rates on circuitous
and little-used routes, limiting its
participation in joint rates to high
volume routes where it received
adequate remuneration. The concen-
tration of traffic on such routes also
reduced costs because Conrail could
eliminate redundant interchange fa-
cilities.

Second, Conrail replaced some
joint rates on movements of grain,
grain products and recyclables en-
tirely with combination or propor-
tional rates. Proportional rates apply

cont'd.
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in combination with another rail-
.road’s proportional rates, but each
railroad sets its rates separately, and
each railroad can assess different
proportional rates on different routes.

A connecting carrier is not only a
partner in the movernent of freight, it
is often a competitor for the long haul
where railrcad lines and facilities
averlap. The railroad that exclusively
serves the most shippers and receiv-
ers has the ability to control its own
prices on particular routes and to
obtain long hauls. This is one reason
why end-to-end railroad mergers
have becorne so popular of late,

These same forces have led Con-
rail and other railroads to cancel
joint rates between points that the
railroads can serve in single line
service. The concentration of traffic
on single line routes reduces the
railroads’ costs because needless in-
terchanges are eliminated.

Retaliation by other railroads has
takea the form of cancelling recipro-
cal switching, which provides a car-
rier with access to a shipper that it
caaonot serve directly. Switching
charges have been held down by
regulation because the service osten-
sibly was provided equally among the
carriers, and the line-haul rates were
thought to subsidize unrecovered
costs,

These events leave several devel-
oping problems. Will an arbitrary
joint rate structure be restored?
Commercial order of soris would be
gained, but at a cost of reduced
efficiency that the railroads can ill
afford. Will carriers be forced to
increase the switching service they
offer? How will switching prices be
regulated?

The ultimate answers to these
questions are likely to derive from
two pervasive facts. First, a competi-
tive environment necessitates an en-
tirely different pricing structure
from that used under regulation. The
new structure will require accurate
estimates of the marrginal costs of,
and demands for, discrete services.

Second, and even mare crucially,
the needs of shippers must be met
responsibly and prefitably. Conrail
has taken many actions to ensure that
shippers are not hurt by sparring
among railroads. It will continue to
fight for business in that way.

BOXCARS: ICC recently handed
down its decision to deregulate box-
car traffic. Conrall was the leading
proponent of boxear deregulation,

and a review of our position illus-
trates the opportunity for new solu-
tipns in a deregulated environment.

Bozxcar traffic faces stiff competi-
tion from trucks and trailer-on-flat-
car railroad movements. Conrail has
historically suffered losses in many
cornmoedities moved in boxcars. Con-
rail could not raise its rates, however,
to establish a positive contribution
without diverting the traffic to anoth-
er mode of carriage,

The only answer was to cut costs
and improve efficiency. The category
of cost that we identified as produc-
ing the greatest wasie was the cost of
the boxcars themselves. And that cost
was a creation of regulation that
would not otherwise appear in a
competitive market.

Railroads interchange freight
cars. The rent a railroad receives
when another railroad is using its car
is set by the Interstate Commerce
Comrnission. The administratively
prescribed car hire (rent) levels are
designed to ensure that the owner of
the car recovers its investment costs,
even if that investment exceeds the
needs of the marketplace.

Indeed, the car hire levels pre<
scribed may increase in times of car
surplus because car hire may be
established by dividing total fleet
owrership costs by the active fleet
size.

While Conrail is fighting that
possibility before the commission —
in Ex Parte No. 334 the commission is,
addressing this problem — its point
here is that in times of car surplus,
car owners are encouraged to deploy,
their equipment on the lines of
another raiiroad, so that they can
collect artificially high car hire
payments, The receiving railroad is
required to accept and move the car
to its destination.

This practice also results in an
increase in miles that railroads move
empty cars because a railroad will
load its equipment rather than that
owned by another carrier, even if
loading the latter would be more
efficient. )

A study of just one type of boxcar
indicated that in 1980 alone there

were over 1 billion excess empty car

miles, representing a cost to the
industry of $350 million.

Conrail is a net receiver of box-
cars, which makes it vulnerable to
the car hire systern, and faces car
hire payments of $100 million annual-
ly. Attempts to change the car hire

formula within the regulalory struc-
ture have not yet succeeded. Accord-
ingly, Conrail proposed complete de-
regulation of boxcar movemenits so
that the market could be allowed Lo
set car hire rates,

Opposition claimed that such dras-
tic change would produce administra-
tive chaos and the breakdown of the
free flow of rail equipment. In
response to those concerns, Conrail
proposed that the ICC continue io
regulate the interchange of boxcars
and car hire rates.

Conrail requested, however, that
railroads be permitted lo charge for
the empty movement of another
railroad’s equipment and that the
rates charged tc shippers who use
boxcars be completely deregulated.
This discourages the inefficient load-
ing of cars. The car owner will be less
eager to deploy its cars on the lines of
another railroad if it must pay for
empty backhauls.

Conrail expects to reach bilateral
agreements with other railroads and
car owners that provide for efficient
car utilization. Those agreements,
some of which are already in force,
will make unnecessary an empty
mileage charge. Additionally, the new
rate freedom allows Conrail! and
other railroads to vary their charges
to shippers based on the type of
boxcar used.

Mr. Rowe is Cenrail's sanior vice
president-law. Mr. O'Toole is asso-
ciate general attorney at the rail-
road. This is taken from a speech
they prepared for delivery to tha
public utilities section of the Ameri-
can Bar Association.
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Conrail: E@Feguﬁa ted Hoad
Fights for Business

By JOHN W. ROWE
: and
TIMOTHY T. O'TCOLE
) {Sacond of Two Arlcles)

Congress and the Interstate Com-
merce Commission have shifted from
a form of regulation suited only to a
transportation system dominated by
railroads to one which balances more
general public utility theories with
eompetitive market concepts.

The shift resulted not from a
blindly ideological bias toward dereg-
ulation but from the recognition that
regulation frustrated the railroads’
ability to compete with trucks and
barges.

An examination of several areasin
which Conrail has been involved
illustrates the wisdom of these
changes and the opportunities they
praovide.

MAXIMUM RATES: Under the
Staggers Act, the ICC retains jurisdic-
tion over maximum rates where
there is market dominance. The
cemrnission has recognized that a
railroad rate structure cannot be
completely tailored to fit a public
utility model in which the ends the
regulator chooses to promote deter-
mine the rate structure and individu-
al rates are set within that for a
return that will attract capital.

For railroads a rate structure
must be set that will give a sufficient
yield on investment to attract capital,
where many of the rates cannot be
increased because of competition.

The varying elasticities in demand
faced by railroads prevent the regu-
lator from successfully issuing uni-
formm rate prescriptions. Therefore,
railroads must be allowed to price
their services so as to stay in
business, leaving the market to de-
cide in which lines of business the
railroads are needed.

Under these conditions, many bulk
shipppers, such as power companics
that consume coal, have complained
that they cross-subsidize the move-
ment of other commodities, At the
same time, the commission and Con-
gress recognized that the varying
elasticities faced by railreads in
different markets justified diiferen-
tial pricing. The problem was in
defining the point at which differen-
tial pricing became cross-subsidy.

In a number of decisions, the
commission attempted to find the
solution through some variation of
fully ‘allocated costing. Maximum
permitted rates were to equal the
incremental cost of providing the
service plus a portion of common
costs as assigned by any one of the
nurmnber of formulae. The commission
could not find a satisfactory solution
in this way, however, because fully
allocated costing ighores demand.

Recently, the commission has ac-
cepted the guidance of the market in
addressing maximum rates on coal
traffic. It recognized that the rail-
reads will attempt to maximize
earnings on each piece of traffic. The
contribution by traffic subject to
diversion is left, as it must be, to be
defined by the market.

The maximum rate for traffic that
may be captive to the raiiroads will
be that amount that allows the
railroads to make up the remainder
of the revenue needed for a fair
return on investment. Increased costs
may not be caused by waste, and no
captive shipper’s rate may exceed the
long term stand-alone cost of provid-
ing service to that shipper.

The latter limit was suggested by
Alfred E. Kahn appearing for the
National Coal Association and works
to prevent any actual cross subsidy.
With these guidelines Conrail and
other carriers have a real opportuni-
ty to earn a reasonable return while
competing for all business which
makes a positive contribution.

COMMUNICATION WITHIN THE
INDUSTRY: Deregulation brings
with it limitations on antitrust immu-
nity for cooperative rate-making
within the industry. .

The rail industry is often described
as an interdependent national rail
network, which it obviously is. The
connotations of that description, how-
ever, often seem to be that the
railroad companies stand or fall as a
piece, and that we are railroaders
first, differentiated by company only
on a second look. That plainly is not,
and never was, true.

Deregulation compels an end to

rate uniformity. The perception re-
mains, however, that the industry
must protect its vehicle of communi-
cation, the rate bureau, lest the
pursuit of self-interest destroy the
integrated rail network. This just is
not so.

Conrail has withdrawn from the
rate bureaus and has found no insur-
mountable problems in pricing inde-
pendently. Moreover, independent
rate actions have not hindered Con-
rail’'s ability to participate in an
integrated rail network.

Attempting to retain the vestiges
of cartel rate-making is a mistake,
because the exposure to antitrust
prosecution is intolerable and be-
cause it induces the wrong focus. In a
competitive environment the com-
pany, not the industry, is the focal
point.

THE BOTTOM LINE: Competition
in the market for transportalion
services has made much regulation
superfluous. There is no longer a
menolithic railroad industry that can
extract monopoly profits from its
customers. The development of the
interstate highway and river systems
took away any such power.

Faced with that competition from
other modes, railroads had to be
given the freedom to price their
services competitively or face contin-
ued failure. Conrail simply could not
have stopped the hernorrhaging of red
ink without changes in relationships
with its unions, shippers, and other
carriers. Deregulation made many of
those changes possible. o

. Deregulation is neither self-imple-
menting nor automatic, however. The
industry and its regulator must learn
to segment the industry, to accurate-
ly assign costs and estimate demand
in each market, and to determine
sources of costs. For example, it was
not enough for Conrail to eliminate
uniform rates; it had to address the
cost of the boxcars that traveled on
those uniform rates in order to
jncrease its ability to compete.

This process isolates those few
aspects of the business that are not
subject to competitive restraints. The
regulator can then surrender its

cont'd....
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oversight on other matters and leave
the market to allocate resources
efficiently.

As we continue to peel away the
layers from the onion of regulation,
we shall learn that very little reg-
ulation is justified because there are
hidden restraints on market ‘power
for every aspect of railroad opera-
tions.

It is likely that the theories of
regulation needed for these remain-
ing pockets will turn out to be very
much the same as those applicable to
the telephone industry. We have not
reached that point, however, and in
the interim we must continue peeling
away regulation of specific routes,
specific kinds of traffic, specific types
of equipment, or of whalever seg-

ments of the business appear appro-
priate.

That process engenders fear in
those conditioned to the ways of
regulation. It is the fear of the
unknown, however, and it will prove

unfounded. With increased manageri-

al discretion, railroads will not en-
gage in self-destructive behavior.

There is a common theme to the
changes taking place. Where compe-
tition is found, railrocads will be
permitted to set prices to the maxi-
mum benefit of the individual com-
pany within the constraints of the
marketplace. Where competilion is
absent, raiiroads will be permitied to
set prices so as tc ensure the
continued availability of the particu-
lar facility or service. In either case,
the public will be better served.

Mr, Rowe is Conrail's senior vice
president-law. Mr. O'Toole is asso-
ciate general attorney at the rail-
road. This is taken from a speach
they prepared for delivery {o the
public utilities section of the Amei-
can Bar Association.

The Journal of Commerce welcomes '
letters to the editor. Letters intended lor .
publicalion should include the name of (he
wiiter, address and telephieons number,
Lettars on business o nlarnalional
lopics should include the writer's occupas
non or hila. We cannol ackngwledge
letters roceved or relurn unpublshad
tettors.

Milwaukee Journal,

- On, Wisconsin

An Editorial

“Testing’ the hazard
of bigger trucks

Get ready, all you guinea pigs who use
Wisconsin highways: You're going to help
establish the “data base” needed to deter-
mine how much more dangerous the roads
will be after bigger trucks start using them.
Unfortunately, that may be the only way to
reduce the hazard in the long run.

Congress has decreed that bigger trucks,
including those with twin trailers, must be
allowed on many thousands of miles of addi-
tional highways. That law is being chal-
lenged in court, but meanwhile the states
must comply. Thus, all Wisconsin can do is
negotiate with the Federal Highway Admin-
istration on just which roads must be open to
the behemoths. The state i{s seeking deletion
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of about 900 miles of the more than 4,000
miles {including the interstate system) that
the feds initially designated in this state.

“Heavy trucks are disproportionately In-
volved in fatal crashes, and are a major con-
cern for passenger car operators ... particu-
larly as cars become smaller,” says the In-
surance [nstitute for Highway Safety. But
such common sense won't be good enough in
any future negotiations with the feds. So,
state and local officials will need to make
careful records of ail the expectable acci-
dents invelving big trucks.

“Right now,” says State Transportation
Secretary Lowell Jackson, “we have ... no
accident data because two-trailers or the
longer semi-trailer trucks haven’t been per-
mitted on two-lane roads before. . . . In order
to convince them (the feds) that certain Wis-
consin routes shouid be exempted, we will
have to present factual evidence that the
safety hazards or other problems outweigh
the potential benefits.”

That's where you guinea p'lgs come in.
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By TOM KNUDSON and BARBARA MUSFELDT

Redtior Staff Wrinr
MUSCATINE, 1A, — A derailed
train car loaded with a hazardous
chemical forced the evacuation of
bundreds of townspeopie here
Wednesday and shut down nearly the
entire downtown business district.
Thousands of workers were kept oif
tke job, highways were closed and
shoppers were told to stay . home.
Many of the city's larger businesses,
including HON lndustries and Stanley

Consultants Inc,, were forced to close

completely at a cost estimated to be
#1 milllen or more.

Even the local bureaucracy was
affected: Both the Muscatine City
Hall and the Muscatine County Court-
house shut their doors.

This normally bustling river city
waa more like a ghost town at
mid-day Wednesday. The only sounds
around downtown were the chirping
of sparrows and the chatter of
policemen as they steered pedestrians
and motorists awgy.

The declsion o close the town was
a tough oner'Said Muscatine Mayor
Donald Platt: “I'm fully cognizant of
the monetary complications, which
wust run into the millions of dollars.
It’'s not a situation I like:-but I'd
rather be criticized for taking precay-
tionary measures than. have a
disaster on'my conscietice.”

As it turned out, there ‘was no
disaster. But there was plenty of
nervous tenslon as thousands of
Muscatine residents wondered if an
exploslon would send toxic fumes
sweeping through their city.

Nerves began to calm a bit around
2 p.m. when two cranes successfully
hoisted the 200,000-pound derailed
rallroad car onto the tracks. And
although city officials quickly called
off the evacuation, many downtown
businesses remained closed for the
day. .

The evacuation — the mosl
extensive in modern Muscatine
history —-- began late Tuesday night
after a Milwaukee Road train
derailed near the heart of downtown.
Only four cars were alffected, but une
contained a highly flammable and
pofsonous liquid chemical called
acrylonitrile, which is used in plastics
manufacturing.

Pete Hamlin of the lowa Depart-
ment of Environmental Qualily in
Des Moines said the substance is
explosive and has the  potential to
cause Cancer.

The tank car, containing 26,000
gajlons of the liquid, was not leaking,
but officials didn’t want to take a
chance. About 11 p.m. they began
clearing people out of taverns and
other downtown businesses. All told,
about 24 square blecks of Muscatine’s
downtown were evacuated.

About 116 people were roused from
apartrents and shuffled off to nearby
Central Junior High Schoel where the
Red! Cross set up an emergency
shelter, said Muscatine Fire Chief
Paul Zlegeshorn. Dozens of others
found homes with relatives or frlends.

The ruckus took many by surprise.
“We had just got to bed,” sald
Dorothy Cockshoat, who llves with
her husband, Kenneth, above K& D
Clothiers, which they own. “Then we
heard the pohce They said: ‘Get out.
It's dangerous.’ But they didn't say
what it was."”

Kenneth didn’t ask questions. “J'd
rather get out than be out in
Greenwood Cemetery,” he said,

A short distance away, about 14
men were ordered out of rooms above
the YMCA. According to Ray Sawyer,
43, who rooms at the YMCA, the
gvacuation did not go smoothly.
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Door Kicked

“The apariment atiendant came
up, and he was kicking on the door
and hollering,. We were al]l running
around in our shorts. We didn't know
what was going on. We thought he had
flipped his lid. And then this woman
cop comes bursting in. She said, 'Just
grab what you can and get out of
here,’”’ Sawyer said.

Another YMCA roomer, Marty
McLaughlin, 19, said, "At first, they
said, '‘Go west as far as you can.” And
we said, 'Where should we go? And
the woman cop said, ‘Just curl up on
the sidewalk or something, but just
get going.””

Business leaders were phoned early
in the morning and asked not to open
their stores. Hundreds of employess
got the day off. Mayor Platt said busi-
nesses were cooperative, but some
complained about losing revenue.
HON Industries officials told him
they would lose $10,000 an hour, he
said,

About 400 employees of the office
furniture manufacturing company did
not rake it to work Wednesday.

HON Industries Presldent Ron
Jones said first-shift workers did not
work at all. Second-shift workers
came in about 3 p.m., he said, and
production was going by 4 p.un.

_The accident could cost Stanley
Consultants $100,000 to $159,000,
according to company Presndent
Richard Stanley,

He sajd about 450 company
employees did not work Wednesday.
The firm speclalizes in engineering,
architectural and city planning cop-
sulting services,

Three major banks were lecated in
the evacuated area.

Cause Unknown

Dozens of city, railroad and special
hazardous-waste workers scurrled
about the deraliment site Wednesday
morning. Officlals of the Milwaukee
Road said that they had no idea what
caused the derailment and that the
Incident was under investigation.

Art Proefrock, a hazardous-waste
manager who works for Hulcher
Emergency Services Inc., an Ililnois
{irm called in to clean up the derall-
ment, sald acrylonitrile ‘'is more
flammable than kerosene but not as
flammable as gasoline.” Its main
threal I3 its high flammability, but its
fumes are also poisonous, he said.

Proefrock supervised the delicate
operation of getting the huge tank car

cont'd...
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A tense, costly day in Muscatine:
Train with chemicals tips - Concluded

back on the tracks. That happened
about 1:45 p.m. Less than'a half-hour
later, with the threat of an explosion
defused, business people began:to
return to their shops and stores just a
{ew blocks away.

Most felt like John Hanna,
manager of Stiles Drug and Ace
Hardware Store, which is just one
block from the derailment.
“Naturally, it's an inconvenience,” he
gaid. "But I'm just tickled to death
that no one was hurt. The public
safety comes first, and the business is
secondary.” :

Qfficials Praised .

Hamlin, director of the Field
Services Division for the DEQ,
praised Muscatine officials for their
quick decision to evacuate the arca:

“Given the chemicals involved, we
felt prudence was the best approach,”
Hamlin said. '

The railroad manifest showed that
the acrylonitrile was manufactured
at a2 Dy Pont Chemical Co. plant in
Beaumont, Texas, and was headed for
the Dow Chemical Co. plant in
Midland, Mich.
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Riley Gets
Top Slot
At FRA

Journal of Commarce Steff

WASHINGTON — John Riley, an
aide to Sen. David Durenberger, R-
Minn., is the administration’s choice
to become the new head of the
Federal Railroad Administration,
White House sources told this news-
paper.

The appointment, to be announced
shortly, marks the first in a string of
changes at the Department of Tran-

sportajon since Elizabeth Hanford
Dole succeeded Drew Lewis as Secre-
tary of Transportation.

Mr. Riley, who lives in Apple
Valley, Minn., has worked for Senator
Durenberger since 1979
* He received his law degree from
Cornell University in 1872 and his BA
from Boston College in 1972

He presently is chief counsel to
Senator Durenberger.

. FRA is responsible for administer-
ing federal rdilroad safety programs

-and is playing a key role in the

proposed transfer of Conrail to the
private sector.

Mr. Riley’s -appointment means
that one other key stot at DOT stili
must be filled, and indications are
that anether one will open up shortly.

Secretary Dole still is looking for a
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successor for National Highway Trai-
fic Safely Administrator Raymond E.
Peck who resigned last March.

But indications are that Mr. Peck’s

former assistant, Diane Steed, is in
line for this job. Ms. Steed currently is
working as a special assistant to
Secretary Dole and played a key role
in ensuring a smooth transfer from
the Lewis to the Dole regimes.
. Urban Mass Transit Administra-
tor Authur Teele also has told report-
ers he will be leaving federal service
shortly. .

" UMTA’s major role is providing
mass transit project funding though it
does have other responsibilities in
this area.

Names to succeed him have not
yet surfaced.
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Derailment wasn’t first in ()-C

The derailmeni Tuesday
nighl of a train car carrying
a highly explosive chemical
through Muscaline was al
leasl the sixlh derailmenl in-
volving a hazardous male-
riai in Lhe Quad-Cily area in
the last five years.

" The mosl recenl was in
December in Sabula, Iowa,
when.- a Milwaukee Road
tank car carrying liquid
chdorine wenl off Lhe iracks,
prompling Lhe evacualion of
§00 residents.

Although the lank car ap-
peared te have numerous
scralches on its underside,
the tank was not punclured.
No chiorine leak was discov-
ered, and Lthere were no in-
juries. '

The 17,426-gallon lank car,
filled to capacily, was one of
12 cars thal derailed. Ten of
them were emply and one
contained paper.

Other area lrain acei-
dents involving hazardous
materials include:

@ An April 1982 coliision of
iwo Milwaukee Road lrains
near Washinglon, Iowa. The
accident sparked a fuel oil
fire, preventing firefighlers

Wall Street Journal,

from approaching the wreck
for several hours. The colli-
sion ruplured fuel tarks cn
Lthree engines of one of the
trains, atlowing Lhe fuel oil
lo spill and calch on fire.
Two raiiroad employees ¢s-
caped the flames but receiv-
&d minor injuries.

® A March 1979 derail-
menl near Savanna, I,
where a highly flammahle
liquid spilled from a Mil-
waukee Road lank car near
Illinois 84, [orcing traflic to
be rerouted for feur hours.
No injuries were reported.

® A November 1978 acci-
dent near Colona, IlL, where
a Rock Island Lines lank
car {iled with sulfur
sparked and caught fire.
About 400 residents of a
trailer park were evacuat-
ed. There were no injuries.

® A July 1978 accident in
Clinton, Iowa, where 1wo
Chicage and Nerth Weslern
tank cars conlaining flam-
mable gas derailed, forcing
the evacution of thousands
of residents. One of Lhe tank
cars, loaded wilh isobulane
gas, leaked slightly. There
were ne injuries.

Muscaline residents are fertunale that the lank car
of acrylonitrile was nol punctured when il deraled
Tuesday nighl — the cehemnical calches (e at 30 de-
grees I'urenheil and its flumes can cause dealb,

The derailed cav of highly explesive chernical was
on its way from an .I. Du Pont De Newours & Co.
plantl in Beaumont, Texas, to Dow Chemical in Midland,
Mich,, for use in making plastics, a Dow spokesman
said. : :

Acrylonilril is commonly used in making insecti-
cides, plastic, fibers and other chemicals, Jim Turner, a
spokesman for the Chemical Manufaculurers Associa-
tion, said. The CMA maintains Chemilrex, a 24-hour na-
tional emergency number to advise authorilies on Lhe
handling of hazardous malerial emergencies. .

Acrylonitrile is a (airly commeon chemical and it is
probably shipped (requently through the state of Iowa,
said Pete Hamlin, spokesman for the Iowa Department
of Environmental Qualily.

When: acrylonitrile burns, il produces toxic oxides
of nitrogen thal can be falal if inhaled. Skin contact
with the chemical also ean be poisonous, Turner said.

In addition, the fumes ¢an catch fire in the air and
burn over large areas i allowed Lo pool in low-lying
spaces, Turner said.

Exposure — either by skin contacl or inhalation —
causes nausea, vomiling, shortness of breath, collapse
and oss of consciousness. IProlonged exposure in poorly
ventialed area can cause death,

Fires caused by acrylonitrile can be- exlinguished
wilh water, but because it can contaminate drinking
waler supplies, officials are caulioned Lo keep the cun-
off cut of storm or sawitary sewers.

In case of leaks, evacualion of all people within a
2,500-fool radius is recommended. Authorities in Musca-
line evacualed a muceh larger, 24-bock area.

People cleaning up a spill must keep upwind of the
fumes and wear self-conlained brealhing apparulus
and full protective clolthing of either neoprene or rub-
ber, Turner said. -
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GTE CORP. said it compieted the acqui-

sition of Southern Pacific Co.’s long-distance
and satellile communications uniis for $727.4

million.
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Deal made
for rail line
across Iowa

By BANDY EVANS
Rewistor SN Writer

A group of community leaders
reached a tentative agreement
Wednesday to buy the bankrupt Rock
Island Lines' tracks across the mid-
section of Jowa, the group’s lawyer
sald.

The agreement with the Rock
Island's trustee would give trains
using the lowa line direct access to
the important rail hub of Chicago,
sgid the lawyer, Scott Bannister of
Des Moines.

At the request of trustee Willlam
Gibbons, Bannister would aot reveal
the purchase price for the 420 miles
of track. However, the trustee’s
asking price recently had been 345
million. _

The tracks tun between Council
Bluffs and Bureauy, Ill. The lne passes
through Atlantle, Des Moines,
Newton, lowa City and Davenpert.

Three-year Wait

The fate of the tracks, part of the
old Chicage-te-Denver mainline of the
Rock Island, had been up in the alr
since the Rock went out of business
three years ago.

Parts of the line subsequently were
operated by the North Western
Railway and later by the Iowa
Railroad. But cross-state service over
the entire line has been provided by
the Iowa Railroad only for the past
year,

Commugity leaders along the
tracks have been working for two
months to acquire the llpe because

they feared it would be sold for scrap
and dismantled.

. Bannister declined to predict when
a final purchase agreement will be
completed and presented to the
federal judge in Chicage who is over-
seeing the liquidation of the Rock
Island. Before the sale can be
wrapped up, he said, the lowans must
meet a number of conditions.

. He declined to disclose what they
are.-

Conditions

“It’s subject to a lot of conditions
that we are golng to have to meet and
a Jot 'of obstacles we’ll have to
overcome before we put this deal to
bed,” Banaister said. '“But both the
trustee and TRAIN want to get our
deai done as quickly as possible.”

TRAIN is the acronym for This
Rail Across lowa Is Necessary, the
name of the Newton-based
community group that is headed by
Lee Hays. Hays is the traffic
manager for The Maytag Company,
the largest shipper on the line,

Hays could not be reached
Wednesday for comment on the
agreement, No one angwered the
phone at his residence.

Biggest Obstacie .
« The biggest obstacle for TRAIN
has been ralsing nearly $50 million
for the transaction.

But the group successfully lobbied
the Jowa Legislature this spring te
provide $15 milllon to the Iowa
Railway Finance Authority so the
agency could lend [t to TRAIN.

Shippers and community leaders

along the east-west line are expected
to put up an equal amount toward the
purchase price,
. TRAIN officials also met last
month with an executive of the
Federal Railroad Administration to
discuss the possibility that the agency
might lend money to help with the
transaction,

A federal loan {s a necessity,
Bannister said, and the tentative deal
would fall through without 1t. TRAIN
expects to flle an applcation with the
federal agency soon, he said.

Bannister said the incluslon in
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Wednesday's agreement of short
segments of track in the Chicago and
Peoria, 11, areas will allow TRAIN's
trains to travel into those rail hubs
from Bureau, a junction ia central
Nllinois.

Clear Access -

Those 1llinois tracks are leased to
the Chessie System railroad. The
company providing train service over
the Council Bluffs-Bureau portion
would pay the Chessie for use of the
tracks.

Without thcse rights, freight cars
going from Jowa to Chicago would
have to be handed over from one
railroad to another at Bureau —
something that would make the trip
more costly for shippers.

Bannister said the track rights to
and from Chicago are an important
feature for businesses Iocated along
the east-west line in lowa because of
the direct access to Chicago.

“This is just a heck of a lot roore
efficient way for Jowa industries to
get their products all the way mto
Chicago,” he said.

The tentative agreement does not

answer the question of who will own a
13-mile piece of the cast-west tracks
in Des Moines, Bannister said.
. TRAIN had been trying to buy that,
too, but the North Western worked
out an agreement earlier to acguire
the tracks as part of its offer for the
Rock Island line between Kansas Clty
and Minneapolis. TRAIN officials
fear that North Western ownership
would hamper their operations, even
though they would have trackage
rights through the capital city.

Bannister sald the ownership of the
Des Moines tracks s in the hands of
the Interstate Commerce Commis-

slon, which {s consldering competing

offers for the north-south tracks from
the North Western and the Sco Line
Railrcad. The Soo has indlcated it
would sell the Des Molnes segment to
TRAIN.

: When the sale is completed,
Bannister said, TRAIN intends to
lease the tracks to the Iowa Railread,
2 Des Molnes-based company that
would provide traln service.
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lowa Northern
to ask state aid
to buy rail link

By RANDY EVANS
Reglster Stafl Writer

A $15 million loan fund the Iowa
Legislature created last month to
heip finance the purchase of the Rock
Island raliroad’s malnline across
Towa's midsection ls being eyed by at
least one other group that is trying to
get a piece of the Rock.

The lowa Northern Rallroad, which
has been operating over the Rock
tracks between Manly and Cedar
Raplds for two years, intends to seek
state finagelng to help the company
purchase the 125-mile line, the
railroad’s presndent John Gohmann
said,

And the way the law was written a
prospective buyer of other segments
of the Rock Island system, inctuding
the Milwaukee, North Western, and
Soo Line railroads, could apply for &
portion of the $15 million, too.:

The legislation only stxpulated that
the money be used for the purchase of
tracks belonging to the bankrupt
Rock Island. The bill did not specify
that the money had to be used on the
east-west mainline, although the
Legislature acted in response to
warnings that those tracks were in
imminent danger of beiag spld for
scrap.

A group of Iowa business.leaders,
called TRAIN, reached a tentative
agreement last week to acguire 425
miles of Rock tracks between Councll
Bluffs and Bureau, 1., and in the
Chicago and Peoria areas. The
purchase price was not revealed,

Gohmann said he did not want to
derail TRAIN's deal by applying for a
loan for the lowa Northern. But he
said farm cooperatives and elevator
companijes that are expected Lo join
with his company to help finance its
purchase offer are miffed that a state
loan might be made for one project
and not theirs,

One of the elevator owners, Harold
Stark, who runs the Packard Elevator
Co. in that Butler County community,
said: "We feel it would be no more
than fair if the state is going to start
doling out money to the purchase of
Rock Island tracks, we should be
included in it. We as shippers feel that
we have a viable line here.”

Before the Legislature appropriat-
ed the loan money, the shippers were
prepared to commit enough private
capital to go into partnership with the
lowa Northern and purchase the
tracks from the Rock Island’s bank-
ruptey trustee, Stark said.

Blit the railroad-loan legislation for
the east-west line '“just blew our
support right out the window, and
rightfully so,” Stark added, because
the businesses and cooperatives along
the Manly-Cedar Rapids line were
reluctant to risk as much of their
money on the project. They would be
at a competitlve disadvantage with
their counterparts along the east-west
Rock tracks, he said. 3

Sald Stark: *'If the state is gomg to
start passing out money, why should
we work our fannies off and raise the
money ourselves and stick our necks
out? Per miie of track and per dollar
of Investment, our line would return
money to the state of lowa Iaster
than TRAIN's would.” Cob

The Soo Line, which ls trying to
acquire the Rock’s north-south
“spine” line, had notified the lowa
Railway Finance Authority last
spring that it would seek financing
from the state agency if its deal goes

through. Cfficials of the North
Western and Milwaukee, which arc
attempting to buy parts of the Rock
Island system, tco, sald they did not
expect thelr companies t¢ turn to the
state to finance parts of the:r transac-
tions.

The president of TRAIN, Lee Hays
of Newton, said his group was not
"oyerly concerned” about a locan ap-
plication from the lowa Northern. -

“We're fairly confident we can
come up with what we need,” said
Hays, who is trafiic manager of The
Maytag Company.

One of the chief architects of the
$12 million loan, Representative Jean
Lloyd-Jones {Dem., Iowa City}, said
she would not object to money being
made available to help the lowa
Northern as long as it would not jeop-
ardize TRAIN's deal. : _

“The first choice for use of that
meoney ought to be the east-west line,”
Lloyd-Jones said. "I don’t haye any
objection to the Iowa Northern
getting some money if there ig enough
after the cssential line is saved.”

But she added: “I would be very
upset If they gave preference to the
Iowa Northern over the east-west line
if it would limit in any way the ability
of TRAIN to come up with enough
meoney to buy that line.”

Under the Railway Finance Au-
thority's rules, the staff of the Iowa
Department of Transportation would
analyze any applications for state
money and make recommendations
to the finance authority's board,
which would decide on each applica-
tion.

The current DOT anaiysis of lowa
rail lines lists the east-west Rock
tracks as being of regional impor-
tance, while the Iowa Northern track
13 judged to be of lecal Importance.
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>SX plans to acq

Texas Gag

Assoclated Press -

Richmeond, Va.

CSX Corp., operator of the nallon's
largest railroad, sald Tuesday it
apgreed to acquire Texas Gas Re-
sources Corp. for §1.18 bnliion in
cash, notes and stock.

Two days earlier, Coastal Corp. had
announced an unsoliciled $450 mil-
lion bid for a controlling Interest In
Texas Gas,. a natural gas "pipeline
operator

Coa.stalw a diversified energy compa-
ny based in Houston, said yesterday
it had no comment on the CSX ar-
rangement with Texas Gas.

In a related development, Texas Gas
filed suit in federal court in Houston
to block the Coastal tender offer of
345 a share for 10 million Texas Gas
shares, ~

CSX, based in Richmond, said direc-
tors of Texas Gas had approved the
transaction and that a majority of
CSX directors had informally "en-
dorsed it. The full C5X board is to
meet today (o consider the plan, the
company said. ’

Green Bay Press Gazette,

In terms of assets, CSX is about four
times bigger than Texas Gas.

The deal would be about lwice the
size of a similar acquisitlon earlier
this year, when Burlington Northern
Co. acquired E] Pase Co. for 3602
million. Burlington Northern's prin-
cipal operation is the Si. Paul-based
Burlington Nomhern Railroad, the
nation's second-largest rallroad; El
Paso was a Houston-based natural
gas company with extensive coal re-
serves in the West,

CSX said it agreed to pay $52 a share
cash for 7.1 million shares, or about
39 percent, of the Texas Gas stock.
Also, CSX agreed to buy 3.74 million
newly lssued Texas Gas shares for
352 aplece, paying $18.7 million In
cash and the rest with a CSX dote
due June 30.

After those two sleps are completed
at a cost to CSX of about $565 mil-
lion, Texas Gas would be merged
into CSX, with the 13.2 million Texas
Gas shares remaining fo be convert-
ed into .684 of a share of CSX com-
meon stock, the company said.

June 8,

June 9,
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CSX was formed through the merger
of the Chessie and Seaboard rail sys-
tems. It has interests in coal, nalural
gas and land development and
earned 3338.4 million last year on
$4.81 biflion In revenues.

Al €SX's closing price of 3566 yester-
day on the New York Slock Ex-
change, the stock swap would be
valued at about $586 million, making
the value of the total daat $1.16 bil-
lion.

News of the merger caused CSX
stock to fall 32.375 a share yester-
day, while Texas Gas rose $2.375 to
$48.50. Meanwhile, Coastal Corp. fel!
87.5 cenls a share to $27.50.

Texus Gas, based at Owensboro, Ky.,
ships natural gas, primarily f{rom
Louisiana and Texas, to the North-
east and the North Central reglons. It
also operales trucking, barging, boat-
building and ¢il and natural gas ex-
ploration units. It earned $113.5 mil-
llon last year on revenues of $2.88
billlon,
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No rail ferry funds, Michigan says

LANSING, Mich. (AP) —
The state has no money in
sight to resume rail ferry
service from  Frankfort,
Mich. to Kewaunes, Wis., a
Michigan Department of
Transportation official says,

DOT Deputy Directar,

Carol Norris told idled rail-
road workers Monday that
the state will try to keep rail
servicg open between Ann
Arbor and Frankfort. But
she suid the prospects of re-
suming the [eities across
Lake Michigan are poor.

"Up to now, 1 haven’t

neard from cne shipper who
is aggrieved or whose busi-
ness has been hurt because
there is no car ferry service
{at Frankfort),” Mrs. Norris
said.

She met with representa-
tives of a group of out-of-
work railroad employees
who also railied at the Capi-
tol as they demanded their
jobs back. Almost 200 people
have been put out of work in
a Nnancial dispute over wiro
will operate the northem
end of the Ann Arbor Rail-
read line,

- The state owns most of
the Ann Arbor system

which runs fromn Toledo,
Ohio, to Frankfort. The To-

Jedo-Ann Arbor stretch is

operated by Michigan Inter-
state Railway Co. of Owosso,
but the state has replaced
that firm with two other rail
lines on the northern section
following the financial dis-
pute with Michigan Inter-
state,

The ferry service across
Lake Michigan was halted in
Aprl 1952
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Caboose

Long rmlroad tradition is

nearing end of the hne

8y David Shatfer |
Staff Wiriter ’

Standing in the caboose, conductor
Jim Belke listens to the rhythmic
clanking of the freight cars beginning
to move under the power of two loco-
motives,

The clanking noise surges from the
front of the train to the caboose as the
engines stretch out the slack between
freight cars.

boose jerks > jerks forward. The .»teel wheels
creak against the rails. Another jolt
and the caboose is moving faster,
headed out of St, Paul, bound for Chi-
cago.

Belke picks up the radio micro-
phone and tells the engineer in the lo-
comotive: “Got them all moving, 248.”

On most days, Belke is the man in
the caboose of freight train 243 on the
Milwaukee Road. He is the man at the
window, dressed in bib overalls and a
trainman’s cap, watching the train
and seeing the world go by.

The eaboose and the men like Belke
who ride them have béen a colorful
part of American railroading for 130
years. But the cabcose is about to
come to the end of the line:

Railroad companies, unpder an
agreement reached last October with
the United Transportation Union, are
taking the first steps to eliminate the
caboose. The railroads say they can
operate trains safely without them. .

Within a year, 25 percent of the ca-
booses in America probably will be
parked permanently in train yards,
The railroads hope to save $400 mil-
lion a year,

It probably will be several years be-
fore all of the cabooses are gone.
Some railroads may keep a few, espe-
cially on long hauls. And before a rail-
road can eliminate cahooses, it must
go through a mediation process with
the union.

When cabooses are gone, the ca-
boose crew will move to the locomo-
tive, For Belke, if the Milwaukee
Road decides to retire the caboose on
freight train 248, it will be the end of
17 years of riding the caboose.

[ ] * @

On a sunny day in May, Belke
¢limbed on the caboose for his regular
run from §t. Paul to La Crosse, where
the train’s crew changes. For this trip,
hie was accompanied by a reporter, a
photographer and trainmaster Bill
Degidio.

Stowing his case in a compariment,
Belke put the reflective markers at
the rear of the train, then spread out
his {rain lists and paperwork on the
small desk at the rear of the cahoose,

He went to work, talking as he
wrote down the numbers of the freight
cars.

“Sixty-eight cars — 4,623 tons,” he
said. “Stops at Hastings, Wabasha and
Winona. We'll have some switching
and blocking to do there.”

Then Belke walked outside and in-
spected the last few cars on the train.
When he returned to the caboose, he
picked up the radio microphone and
gave the engineer the sighal to start:
#248, highball when you are ready.”

As the.train moved out of the Kast
Side yard, Belke moved back and
forth between the bay windows on
each side of the cabaose, looking up
the side of the train for dragging
equipment and malfunctions. .

Cn most trips, Belke would sit in a chair, perhaps
put his elbow out the window in the classic conduc-
tor’s pose, ready to wave at anyone he passes.

But this time, Belke gave the seats to his guesis.
He stood up, held on to a support bar, and looked out
the window, sometimes talking over the vadio and
sometimes talking about the life of a conductor.

Belke, 51, of La Crosse, has worked for the rail-
road for 33 years, half of them as a conductor. His
father, a grandfather and an uncle worked for lhe
Milwaukee Road, too.

cont'd...
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CABOCSE - Long Railroad Tradition Is
Nearing End of the Line - Concluded

“I hate to see them go,” he said. "I personally
think it's safer to have a caboose, but you can't rail-
road in 1983 like you did in 1943.”

Betke won't feel nostalgia for the end of the ca-
hoose because he knows them for what they are —
grimy,. impersonal, utilitarian. The truth is that
there ig little romance about the cahoose.

Gone are the old wooden cabooses with their brass
fittings, hardwood trim, bunk beds and kitchen uten-
sils, Gone are the personal touches that crew mem-
bers added to make them their own. .

Today the caboose is a stark, metal box wilh a
toilet, a few seats, an ice box, oil heater, lockers, a
degk and a radio. Most are dirty. One thing that’s
improved is the ride — still jerky, but a little more
comfortahle.

Some railroads still use cabooses with a cupola,
the raised lookout post on the roof. But the cabooses
on the Milwaukee Hoad have bay windows that allow
the conductor to look up {he side of the train.

Of course, nobody sleeps on a caboose anymore.
Train crews stay in motels like everyone else. Ca-
hooses are poeled, so train crews seldom use the
same one from day to day.

The heyday of the caboose as living quarters and
kitchen for crew members ended 40 years ago.

Even the caboose crew is shrinking. For years, ca-
boose crews included a brakeman and a conductor.
But Belke now rides alone because the Milwaukee
Road is among Lhe railroads that eliminated the rear
brakeman.

“It gets a little lonely, but it's not bad,” Belke said
as he peered out the window, looking for signs that
wheel bearings are burning out, a major cause of
derailments and one of tie main johs of the conduc-
tor.

Like most conductors, Belke spends a iot of his
time looking. He looks for the signs of wheel failure
and dragging equipment, especially when the train
rounds a curve and all the freight cars come into
view. :

“If you see blue smoke, you know the hrakes are
stuck,” he said. “If you see white smoke, it’s a hot
box (a burned-out wheel bearing) and if you see
sparks, you know its a brake.”

“Nobedy in his right mind sleeps back here he-
cause if you go off the tracks, you are going with it,”
Belke added.

The railroad companies say the conductor's
watchiul eyes are no longer necessary at the rear of
the train and that the rear brakeman — already
gone on the Milwaukee Road — isn’t needed at all.

Instead, railroads have installed devices called
hot-box detectors along rail lines. When a train pass-
es one, sensors detect an overheated wheel bearing
and pinpoint the car causing the trouble,

Degidio, the trainmaster, figures railroads are fi-
nally joining the high-tech age. But the union repre-
senting brakemen and conductors doesn’t seem too
happy about it. .

The United Transportation Union, while agreeing

in principle to the elimination of cabooses, has |

faorced five railroads into arbilration alter the rail-
roads drew up specific plans for retiring cabooses.

“0ur position is to maintain as many cabooses [or
safely as we can maintain,” said union spokesinan
Lou Corsi. "“You must maintain safety, and in many
cases that can be done best {rom the cahoose.”

To sweelen the pot, most railroads are offering
bonus pay to caboose crews when they are maved to
the locomotive.

The Milwaukee Road has been urged by the Inter-
state Commerce Commission to retire cabooses as
an economy measure, but the railroad, like most,
still is studying it. Meanwhile, the rail company is
recrganizing under bankrupty laws.

Burlington Northern and Chicago & North Waest-
ern soon will begin arbilration proceedings over ca-
booses. The Soo Line Railroad, based in Minneapolis,
has no'immediate plans to retire cahooses, a spokes-
man said.

According to the Association of American Rail-
roads, the five railroads already in arbitration pro-
ceedings to phase out cabooses are the Illinois Cen-
tral Gulf, Seaboard, Chessie, Norfolk & Western and
Southern.

As train No. 248 slows to cross a bridge at Hast-
ings, Belke picks up the microphone and chirps di-
rections for the switching to be done at the yard
lhere.

The train strains to a halt, The rumbling stops and
the train is silent. Belke climbs down from the ca-
hoose and walks forward carrying a walkie-talkie.

Cars loaded with [lour from the mill are added to
the train. Belke and the front brakeman disconnect
some cars o make space. Then locomotives pull up,
drop empty cars on a siding and add new ones.

The switching lakes less than half an hour. Belke
reenters the caboose, gives the engineer a signal
over the radio and the train moves again.

It moves down along the Mississippi Itiver on the
Minnesota side, passing houses on the banks. Barges
are moving down the river and sun is filtering
through the window. Belke works at the paperwork
oa the desk.

When another train approaches on a parallel
track, Belke steps onto the caboose’s back platform
and watches it go by. He is looking for loose equip-
ment on the other train. He sees none, so he waves —
a sign that all is well.

The train is going about 40 mph now, but it must
stop twice moare before reaching La Crosse, eight
hours after leaving St. Paul. It is delayed at Winona
more than an hour because of track repairs ahead.

During the wait, Belke stands on the platform,
smoking a cigarette, looking down the twin ribbon of
steel track. As the afternoon fades into |wilight, the
train gets permission to move again.

The locamotive hums, the train jerks and the ca-
{b}oosa begins to creak. In an hour, the train is in La
rosse,

Another trip is over. Belke picks up his suitcase,

" climbs off the train and goes home,
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Conrail employees offer
$500 million for railroad

WASHINGTON (AP)—Unions

repre-

senting 40,000 employees of Conrail, the’

government-owned freight railroad, of-
fered Tuesday to buy it for $500 million
plus considerations they estimated were
worth another $1.5 billion.

The employees would become the rail-
road's stockholders, but would turn over
management of the huge Northeastern line
to professionals, gpokesmen for the 16
unions said.

Under law, the Transportation Depart-
ment is obliged to try to-sell Conrail, first
as a whole and then, il no buyer ig’ found
to sell off segments.

' Conrail was created by Congress in 1973
after the bankruptey of the Penn Cenlral
RR and six smaller lines left most of Lhe
Northeast without railroad freight service.

In addition to $500 million in cash,

“Hardin' said” the unions were willing to

offer these two considerations: ‘
# The elimination of net operating loss tax
attributes, which would cost the govern-
ment $1.2 billion in lost tax revenues if
another buyer could benefit from them.
® An agreement to turn inoney owed work-
ers who took wage deferrals since April,
1981, into a profit-sharing arrangement, in
effect wiping away those liabilities that
the unions estimated will Lotal $400 mil-
lion by July 1, 1984, when the deferral
agreement expires,

Hardin and Brian M. Freemnan, financial

" consultant to the unions, said the unions

The 15,000-mile line began operations in

April, 1976, and sulfered severe .losses
despite $3.3 billion in federal . subsidies.
But last year, it turned a. prof’it of $174
million, thanks to a cost-cutting program

and a -12 percent wage gut accepted by -

workers.,

Fred A. Hardm, chairman of the Rail--

way Labor Executives’ Association, an-
nouncing the unions’ offer, said he knew of
no other entity that is considering-making
a bid for the railroad. The government hag

hired an investment banking firm to see if

there are other potential buyers. - ..
Hardin said the unions would be “‘willing
to negotiate on price.

Department spokesman Tom Blank.

“It's a"detailed”
proposal and it will ‘take us some tame to,
review it,.but we certainly intend to give it
every conmderatlon,” said’ "I‘*rans;:aormtton1

" would be willing to commit themselves to
‘another three years of wage concessions.

‘But the unions refuse to commit them-
selves to take wages lower than prevailing
industry scale il Conrail is sold to someone
else, they said.

“All we want to do is share in the ups in
the years ahead; we've shared in Lhe
downs,” Hardin said.

Freeman said no fixed deadline exists on
the offer.

Hardin said the unions had a commit-
ment from banks to lend them the $500
miilion cash, and stressed that the unions
would not own the railroad. He said em-
ployees and retired employees would - be
the owners and that union leaders would
not sit on the board of directors. The
directors, he said; would come “from the
tradltlonal range of prwate sector exper-
jences. All we want to do is to own the
railroad’ and 'hire profebswnal people Lo
manage it.” "~
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Unions Offerto Buy Conrail for $2 Billion,
But U.S. Sees Serious Problems With Bid

Ry a Wart Srutser Jouiwal, Staff Reporter

WASHINGTON - Rail unions formally
proposed huying Consolidated Rail Corp.
from the federal government, making what
the unions called a $2 billion offer.

However, that offer Involves a mixture of
proposed flnancing backed by Conrail's own
cash and assets, and unicn wage and lax-
beneflt concessions. Transportation Depart-
ment officials said the offer will be consid-
ered, but suggested the bid involves some
serious problems, too.

Meanwhile, competing offers, perhaps
from other railroads, might be made, de-
partment officials said. “'We expect to re-
ceive other offers,” Thomas Blank, an
agency spokesmarn, said although he added
that none has come yet,

The unions’ offer, made on behalf of 40,
000 Conrall workers, included $500 million in
casht, to be obtained through private financ-
ing, secured by Conrail's cash flow and as-
sets. The unions would alse waive tax bene-
fits stemming from past Conrail losses that
they said would give the Treasury mote
than $1.2 billion in revenues.

Finally, the unions said employees would
extend wage deferrals scheduled to expire
July 1, 1984. The 12% pay concession,
granted in April 1981, would be extended an-
other three years, and workers would be
compensated for the deferred wages with
cash from profit sharing, i Conrail's earn-
ings rise substantially. The unions estimated
that by July 1, 1984, the wage concessions
will have saved Conrail more than $40¢ mil-
lion.

Conrail, formed in 1976 by Congress from
the giant Penn Central and five other bank-
rupt Northeastern railroads, has had losses
maost of the time. But it recently moved into
the black, and two weeks ago the U.S. Rail-
way Association, the government corpora-
tion that monitors Conrail operations, offic-
ially predicted that Conrail will be profitable
over the next five years.

One of the Reagan administralion’s lead-
ing transportation priorities has been Lo sell
Conrail to private owners, Congress author-
ized, but didn’t order, such a sales in
1981.

Under a recen! faw, the assoclation’s de-
termlnation forestalls any piecemeal sale of
Conrail at least until June 1. However, the
government could seil it as a single entily
before then,

The employees’ offer was made by the
Railway Labor Executives' Association, an
umbreila group of rail unions. Government
officials’ concern about the offer focuses pri-
marily on the fact that the proposal relies
heavily on Conrail's own resources.

For instance, the $500 million is roughly
the same amount as Coavail's current cash
reserves, raising specuiation that much of
the reserves could be used (o repay the loan.
""That thought has crossed many people's
minds,"”" a department official says.

The unions maintain that repayment of
the $500 million would be “*secuved by cash
flow’ thuat would, in turn, be assured by the
wage deferrals and by other employee ac-
tions. However, the unicns say, interest pay-
ments on the private debt would be “'sub-
stantially offset" by proceeds of an “‘early"
public sale of 20% Lo 30% of Conrail common
stock.

The government alse wants to be assured
that a new Conrail owner wouid be able te
keep the road running on its own, to eusure
that Conrail doesn’t return to federal hands
or financial support. Seeking to allay that
WwOrTy, the unions’ offer included provisions
aimed at speeding a merger or further sale
of the company or ils assets, “'il it laler be-
comes clear that Conrail can't be main-
tained as an independent entily even with
the substantial resources provided by the
employee actions."

A railroad official familiar with the
Conrail issue contends the union association

1983

offer "wiil drive (govermment) peepie (o
look for alternatives™ with greater fervor
than before,

The unions contend tiit Lhe offer is “"gen-
erous," that Conrail isu't financially viabie
without the union concessions—as the gov-
ernment corporation has conceded —aud that
only the unions can keep it profilable. Wilh
the current offer, "I can’t conceive of Lhe
governinent’ waniing to sell the rvailroad
piecemeal™ to other buyers, Brian Freeman,
the group's attorney, said.

The employees want to buy Conrail to
"maximize service” and protect their jobs.
The jobs would be threalened If tie raiiroad
is purchased by other roads, especially
piecemeal, that might then seek to abandon
big segments, the union association skid.
Without a union takeover, Conrail *is likely
to be acquired by speculators, other rail-
roads, or oithers who are apl to reduce set-
vice, divert traffic, ‘cherry-pick’ the assets
and terminate a significant number of em-
ployees,” Fred Hardin, the union group’s
chairman and president of the United Trans-
portation Union, said.

Indeed, he noled indications by some
other roads that they would like to buy iilo
Conrail, but "only to cherry-pick it.” But the
union officials insisted that the unions would
teave Conrail’s management and operation
to ‘“'professionals.”

A final agreemeni between the govern-
ment and the unjons would require ratifica-
ton by Conrail workers, the union associa-
tion said. The employees voted last Novemn-
ber to begin negotiations toward the pur-
chase,
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Employees’l Plgn’ for Co.nraﬂ

Concerns Crane’

By RIPLEY WATSON 3rd

TI7 72" Journal of Commarce Stall

" L, Stanley Crane, chairman of the
board of Conrail, has expressed con-
cerns about -financing and manage-

_ment independence facets of a plan
 submitted by the railroad’'s em-
“ployees to buy the carrier from the
i government. ' -, A

. At the same time, Brian Freeman,
,a-spokesman for the Railway Labor
Executives Association, which. made
the formal offer earlier this week,
expressed willingness to work out
specificr arrangements {o deal with
Mr. Crane's concerns.

" Mr. Crane said Thursday that “I
am particularly concerned that the
RLEA plan does not make 'clear how
it would implement assurances that
management would maintain the
necessary independence to effective-

ly carry out its duties.” '

The statement was directed to the’
40,000 employes whose offer includes.
$500 million in cash and a total value.
of 'about $2 billion. . .

The U.S. Department of Transpor-
tationi is under Congressional man-
date to sell the carrier which used
more than $3.3 billion in federal funds
before turning a profit in 1981.

The bid by the employees is the
first formal offer the government has
received for the 16,000-mile carrier
which was created in 1978,

Journal of Commerce,

Secretary of Transportation Eliza-
beth Dole has said that other parties
are interested in the propertiy and are
talking .with the government, but
none of them have.come forward
publicly to stale their interest.

The track was cleared for the
employees’ bid when a report re-
leased two.weeks ago by overseer
United States Railway Assocation
declared that Conrail had future
profit. potential and therefore had to
be seold as a unit. e

Mr, Crane aiso said he felt "it will

be in the best interests of all parties
to reduce the debt to be horne by the
corporation and thereby increase its
financial flexibility.” 3 _
- “Anything which acts to curtail
either of those goals would he coun-
terproductive to Conrail’s long-term
health and its ability to serve its
customners,” Mr. Crane said.
. .The RLEA plan which was un-
veiled Tuesday inciudes a provision
giving up more than $1.2 billion,
which are the tax benefits the pro-
spective buyers say would accrue to
another purchaser. s

"The group representing the em-
ployees also made it a point, in a news
release issued when the purchase
offer was detailed, to praise Mr.
Crane and promise the management
complete independence. -

June 17,

Mr. Freeman, who is coordinating
the purchase offer as an advisor to
RLEA, said he felt the proposal dealt
with both of Mr. Crane's points
adequately, but he indicated willin-
gess to increase the number of
specifics in the plan, .

While calling Mr. Cranels points
“fair and reasonable,” Mr. Freeman
noted that the presence of banks who
helped arrange the plan should be an
indication of their faith in its viabili-
ty. -
He noted that employees offered in
the plan to take whatever steps are
needed to maintain adeqguate cash
flow, ‘ .
The employees agreed to wage
concessions in 1981 which contributed
to Conrail's showing a profit over the
past two years. ¢ :

| ot

Their statement Tuesday indicat-
ed, that policy would continue.

Mr. Crane also said in his state-

ment that he favors the return of
Conrail to the private sector.
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Cargill to Build Corn Wet Milling Plant

T [ . Il
Journal of Commarce Spec:al -

- DE‘S MOINES, Iowa — Cargill announced plans to build a $100 million

corn wet milling plant at Ed

dyville, Iowa, about 60 miles southeast of here,

«,, Construction will begin this summer. When completed in early 1985, the
plant will have the capacity for-annua! production of mare than 600 million
pounds of high fructose corn syrup, 200 million pounds of corn syrups and 150
million pounds of industrial and food-grade starches, according to Ernest
Micek, president of Cargill’s Domestic Corn Milling Division. '
The facility will be built adjacent to a steam and power generation plant
that Cargill bought along with 260 acres of land from Iowa Southern Utilities
Qo in 1981, Mr. Micek said. The coal-fired generating plant will provide steam
used in the milling process and most of the electricity to power the corn plant.
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Soviet Imports of US Grain

Expected to Rise

By ANGUS ROBERTSON
Tt Commoedity News Servncas

WASHINGTON — Soviet imports
of U.S. grain in 1983-84 are projected
at’ about 10 million, metric tons by
‘private analysts and Department of
Agriculture specialists, assuming the
U.S.S.R. produces a crop between 180
'u:ulhon and 200 million metric tons.
» - USDA specialists on the Soviet
Union and even private analysts are
‘reluctant to he quoted on market-
sepsitive projections of Soviet im-
ports. But several contacted by Com-
modity News Services expressed a
surprising degree of agreernent on
Soviet needs.

Underlying almost all government
and private forecasts is the assump-
tion that the Soviet Union wiil contin-
‘me to huy as much grain as it
conveniently can from other sources
before turning to the United States.
- ..Even USDA analysts concede this
point, despite the high hopes ex-
pressed for expanded sales under a
new long-term agreement. '

The Agriculture Department has
no official estimate of 1983-84 im-
ports from the United States, but an
internal breakdowm of USDA’s May
forecast of total grain imports of 34
million metric tons pegged the US.
share at 13 million in the July-June
year. This would be more than double
the 6.2 million imported in 1982-83.

The Agriculture Department’s in-
ternal 1983-84 forecast is considered

too high by private analysts who
claim USDA has persistently been
overly optimistic in its projections of
Soviet imports from the United
States.. -

USDA analysts privately concede
that based on a crop of 180 million to
200 million metric tons, the United
States will do well to top the 10-
milllon mark. - :

They agree with private analysts’
projections that the Soviet Union can
safely expect to obtain about 25
million metric tons from other
sources, harring crop disasters, with
the balance to come frorn the United
States. iy -

With imports estimated hy "USDA’

at 35 million metric tons from all
sources, this would leave the United
States with ghout 10 million tons.

Latest indications are the Soviet
crop may well be closer to 180 million
metric tons than 200 million this year,
ruaking the USDA internal forecast of
13.5 million potentially attainable,

But based on imports of 33.5
million in 1982-83 after a crop of 180
million tons, most of the analysis
contacted do oot emlx?ect imports to
greatly exceed 35 million tons unless
there are further major comphca-
tions with this year’s crop. :

Private and government analysts
do not expect the Soviet Union to
chapge its buying habits significantly,
even i a new long-term pact with the
United States is concluded. ‘

Having been stung by the 1980
embargo imposed by former Presi-
dent Jimmy Carter, the Soviets have
learned the value of diversifying their
import sources, according to tbe
analysts.

The Soviet Union also has dzscov-
ered that purchases from competing
suppliers such as Argentina and
Canada do not have the same dramat-
ically ~builish impact on the price-
setting Chicago grains markets as do
purchases of U.S. grain. R

And while the United States con-
tinues to hold the bulk of the world's
stocks, the Soviet Union knows it can
turn to the U.S. market at any time.

The main value of a new agree-
ment will be political, analysts be-
lieve, and in smocthing the nmmg of
Soviet purchases. -

The analysts also agree too much
attention has been focused on the
importance of the Soviet Union as a
buyer of U.R. grain.

While they all expect the USSR
to rercain a significant importer of
U.S. grain, the United States will have
to look elsewhere for expanding
export prospects — notably the Third
World, note some analysis. The Soviet
share of U.S, exports is likely to stay
closer to the 20 percent level of 1982- '
83 than the 75 percent of 1975-77 they
say. 1
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Rail Industry’s
Retiree System
Seeks Bailout

By RouenT S. GREENBERCER

Stuff Reporterof Tuw Wali Sruwwr Jounrsal,

WASHINGTON-—While altention has fo-
cused on patching up Social Security, an-
other big retirement system has been run-
ning into trouble.

The railroad retirement system pays
about $5.7 billion annually in benefils to
nearly a million people. But because of
growing demands on its shrinking resources,
the sysiem is going into debt, Next year,
benefit obligations will exceed revenues by
$532 miliion.

Although the retirement system has so
far been privately financed, it is regulated
by f{ederal statute. The rallrcads and their
workers, in addition to seeking changes in
the law, are counting on taxpayers {o help
the system out of its difficulties by conirib-
uting at least $2 billion.

Experts say that {f the law isn’t changed,
benefit cuts wiil be needed tc avert a 313 bil-
lion deflcit by 1992. .

**In many respects, it's even more severe
than what we faced with Social Security ear-
lier this year,” says David Slockman, Presi-
dent Reagan’s budget director.

Cuts in Benefits

For railroad -retirees, it’s cruciai that
Congress act quickly. Certain benefits will
be cut 40% in Qctober and ancther 40% the
fellowing year under 1981 legislation if 4 res-
cue plarn isn't adopted soon. Legislators are
being asked to approve a plan put together
by rail management and labor that would
raise about 39 billion cver five years through
increased payments by employers and em-
ployees, smaller benefils for retirees, and
aid frem the government.

Congress twice has rubber-stamped res-
cue plans in the past 10 years, but several
obstacles this time might make a resolution
more difficult. The 1981 fix, which was sup-
posed to last 10 years, fell apart so quickly
that Congress is looking more carefully at
the new plan. The Reagan adminisiration
also wants to limit the federal contribution.
And rail unions are feeling pressure from
retired members, who believe they are bg-
Ing asked to pay an unfairly large share'dt
the:tab. = . ., ¢, . od ekt

:+ Most cbservers believe Congress wiil re-
soive these problems before its summer re-
cess, "It's a game of chicken,” says a Sen-
ate Labor Commitiee staff member. “Ev-
erybody up here knows that if those notices
of benefit cuts ever go cut, a million angry
telegrams will be received here,”

Nevertheless, the aide adds, a credibility
gap could hinder a settlement. “Twice in the
iast decade we’ve been told we had the
magic fix lo make Lhis systemn self-sulli-
cient,” he says. “'Pecple no longer believe it
when anyone comes up here with a solu-
tion."

Enriched Pensions

Part of the problem lies with Congress.
In 1954, despite opposition from some rail
unions and railroads, Congress enriched the
pensions of relirees by removing certain re-
sirictions on double pension payments, Un-
der the change, an employee whe had
worked In the railroad indusiry and in an-
other private-sector job qualified for a big-
ger comblned Social Securlty-railroad re-
tirement pension than if he had spent the
same nmwmnber of years in just one sector.

The railroads say Congress underesli-
mated the cost of this change, which the
railroad retirement system paid, causing
much of the deficit that drove the system Lo
near-bankruptcy in 1974. Congress changed
the system that year, but the rallroad relire-
ment system wants the $2 billion from lhe
government to make up for some of those
double pension payments.

Al the same time, some members of Con-
gress suspect that the labor-management
rescue package muay also underestimate
costs. The system may be too optimistic in
expecting 1o get back $500 millicn it has lent
to the railroad unemployment insurance
fund to cope with high unemployment. Un-
der the rescue plan, an increase in employer
conirlbutions to the fund would help pay
back this debt over five years.

. However, some congressional aides and
administration officials believe that high un-
employment in the railroad industry will
force the unemployment fund to borrow $1.8
billion- by 1988. And if the relirement fund
can't get its money back, “‘the big fear up
here is that they’ll be back again in a couple
of years,” says a House aide.

Employment projections for the various
rescue proposals have been made by the
Railroad Retirement Board, the federal
agency that administers the railyoad retire-
ment and unemployinent systems.

Drep in Employment

The board's track record hasn'lt been
good. In 1981, it estimaled thal railroad em-
ployment would drop o about 500,000 by
1983 —Dbut il urned out that jobs fell to 399,-
000 by April 1983, The drop reduced reve-
nues and raised jobless payments, sending
the railroads back Lo Congress (his year.

“I'he problem was Lthat the recession had
i drastic elleel on raibroad employment,”
siys Norman Solomon, the bowrd’s chiel ae-
Luary. "Nobody has ever pul pressure on e
Lo use resier employmentl assumptions. Bul
it is true that i the past they've arned oul
to Le toe oplimistic. IU's a guess, al best, us
Lo what employment will do,™ he suys.

Currently, the board projeets (hitl em-
ployment will [all to 370,000 next year aud
levet off al 340,000 by 1989. Mr. Solomon
says this “'best guess” assumnplion has been
used as the basjs [or tie lateslt rescue pro-

posal made by vail labor and manage-
ment. ' ' .

But Ralph Ladden, president of National
Transportaticn Research Corp., a cornsultant
and investment adviser, calls the latest
numbers ‘‘on the high side.” He says that
because of an expected reduction in the
amount of track used and an increased use
of truck carriers,” railrcad employment
could be 240,060 by 1589,

Many of the 20 unions invoived in the res-
cue effort are lhearing complaints from dis-
grunlled reiired members. Under the plan,
relirees wouid have (0 tuke o permanent re-
(ductiopy in certain pension payments and for
the first time, pay taxes on a portion of (heir
pensions. The rescue also would phuse cut a
plan that permits retivement with fu)! pay at
age 60 after 30 years of service."

As 2 resull of this disconient, member-
ship In the Railroad Retirement Association,
formed last surmmer, has risen to ¢,000 and
could reach 25,000 by year-end. “I don’t
think it's fair to extract anything from retir-

-ees," says Lloyd Duxbury, the association’s

president. “'They paid everything they were
expected {o pay io the fund while they were
working.” Mr, Duxbury, who estimates that
half his members are union members, says
retirees weren't properly represented when
the rescue package was constructed. And he
blames labor and rranagement for the
fund's financial ills.

Congress is trying o shape these various
intevests—and its own—into a workubie
package. But first, the railroad:retirement
legislation will be studied by severa} com-
mittees. "'In 1981; when they told us the fix
would held for 10 years, everyone winked
and voted for it,"” says a House commillee
aide. “Peopie aren’t winking this time.”
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PIK May Delay Progress
On Mart-Oriented Farming

Journal of Commaearce Special

KANSAS CITY — The high cost
and the deficiencies of the payment-
in-kind program can be justified if it
is used as anemergency plan while
the administration and Congress
work toward a market-oriented agri-
culture, a grain company executive
said here. However, there {s concern
that PIK could delay such an adjust-
ment, according to Ted Rice, vice
president of commodity research for
Continental Grain Co., New York.

Analyzing the complexities of PIK
before a seminar for executives in the
breadstuffs industry, Mr. Rice noted
that PIK’s cbjective is to boost farm
income by reducing stocks of grain,
rice and cotion through acreage
reduction. The cost of that program,
excluding rice and cotton, has been
estimated conservatively at $8 biliion
this year.

From a grain farmer's point of
view, Mr, Rice said PIK is an

unqualified short-term success. Grain
prices are higher than they would
likely have been without PIK. And
1983-84 farm income will rise, pri-
marily by reducing out-of-pocket
costs and increasing government pay-
ments, he explained.

PIK also helps alleviate the build-
up in overall grain stocks and the
excessive levels of stocks in the
farmer-owned reserve, he added.
Furthermore, the program reduces
direct outlays of Treasury funds
needed for an acreage reduction
prograrmi.

On the other hand, Mr. Rice
pointed out that PIK has turned a
margially profitable poultry industry
into a loss situation. And fertilizer,
petroleymn and pesticide companies
report substantially reduced sales
this year.

The immediate impact on food
prices is small, Mr. Rice continued.

But he suggested that PIK will later
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livery, Chessie said.

Chessie Inaugurates
‘Sunshine Express’

Joumnal of Commerca Stat

" WASHINGTON -- A daily trans-
continental piggyback service called
Sunshine Express has been put into
operation by Chessie System Raijl-
roads and its trucking subsidiary,
Chessie Motor Express.

The route extends from Califor-
nia's agricultural regions to New
York, Baltimore, Philadelphia and
other Eastern points and offers a
schedule competitive with truck de-

cause prices to rise materially since
the amount of meat and poultry
products available will bhe smaller
than had feed prices stayed at lower
levels. \

PIK can alsc send the wrong
signals to farmers, Mr. Rice cau-
tioned, because it renews a belief that
producers can expect high grain
prices in the future.

"Farmers will view the two-year
bear market starting in the late fail
of 1980 as an aberration rather than
an adjustment to increased agricul-
tural productivity worldwide and
slow growth in world demand for
grain imports,” he said. “In addition,
PIK will encourage more invest-
ments in land and machinery, which
will increase the difficulty of adjust-
ing to any subseqguent decline in
prices.” .

1983

Chessie said its truck-rail-truck
intermodal service makes the carrier
the only line to offer door-to-door,
coast-to-coast transportation on a

single bill,

The Sunshine Express’ cargo is
principally wine, food, and other
perishables. Chessie said the service
was handling almost a full trainload
per day in East bound transcontinen-

tal traffic.

The express train s Joaded with
other freight on the reverse haul to
minimize expenses, Chessie said.
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Rails Urged to Monitor
Crews More Closely
To Spot Any Drinking

By a Wann Srreer Jounnad, Stoff Reporier

WASHINGTON—-Railroads should moni-
tor crews better to guard against the opera-
tion of trains by drunken or otherwise im-
paired personnel, the National Transporta-
tion Safety Board said.

The reconmendation was made in Safety
Board reports on lwo railroad accidents last
fall, both involving crew members found o
have been drinking.

In one crash, Sept. 28, an Ilinois Centrid
Gulf Railroad freight train, including 14 cars
carrying hazardous chemicals, derailed
near Livingston, La. In the ensuing fire, lwo
tunk cars exploded, releasing loxic gases.
About 3,000 people were evacuated [rom
their homes, and property losses were esti-
mated at $10 million.

The Safety Board found that an lilinois
Central Guif engineer and a brakeman had
been seen drinking before and after report
ing to work. The engineer had an estimaied
blood-aicohol level of about 0.13% at the
time of the accident, and his abiliiy to run
the train “was impabred significantly,” the
investigalive agency said, When the crush
gceurred, an off-duly {Hisow Cenlrul clerk

Journal of

Rails Free
To Abandon

Some Lines

Journat ol Commarce Stall

WASHINGTON — Rail lines thal
have been out of service for at least
two years can be abandoned without
the prior approval of the Interstate
Commerce Commission, the agency
ruled.

The abandonment exermption witl
apply to lines used for overhead

June 15,

was operading the teain, though siie wasn'|
qualified to do so, the Safely Board said.

The dernilment occurred when a dam-
aged air hose caused a sudden uncoupling
and a rapid emergency braking acliow, the
agency said. The Saiety Board indicaled
that the sudden braking usuaily can be
smocthed out by an expevienced, cicar-
headed engincer. :

The other ¢vash occurred Qct, 3, near
Possumi Grape, avk. A Missouri Pacific
Raifrond freight train collided with another
train, killing the engineer and chief brake:
nwan. The engincer was found by the Safely
Board to have a moderate blood-alcohol
ievel ana aleohol in his slomach. He drank
just before coming vn duly and possivly con-
tinued drinking alter stariing work, the
Safety Board said, Cans of beer were [ound
in a locomotive cooler and on lhe lrack
right-of-way aiter Lhe accident, the agency
said.

The accident occurred because lhe crew
members didn’t reduce train speed when
they reached cerlain track slgnals, the
Safety Board said. If also said thal the alco-
hol-impaired engineer had turned over the
controls to the brakeman, who wasn't quali-
fied {0 operate the train,

fn both accidents, ihe conductors, who
are in charge of a train, didn’l make any ef-
for! to caution the engineers about excessive
Lrain speed, the Agency said, The conductor
of the [linois Cenlrid Guil train didn’t have
“lace-lo-face coulact’” witl the engeer and
head brakeinan arter they arrived for duty,
it added.
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traffie, or alternate routing, as long
as no shipments have originated or
ended on the line for at least two
years, the ICC said.

. The commission said the decision
will have no competitive or opera-
tional impacts because it will usually
pertain to short line segments with no
shippers.

The exemption was generally sup-
ported by the railroads, but shippers,
trade asssociations, and states object-
ed to the abandonment deregulation
saying abuses could resull.

The vommission said, "A two year
period is long enough to show that no
subterfuge is involved and to allow
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The Salely Board recommended (hal the
ICG provide “intensive’ supervision of (rat
operations, ineluding *periodic unanmouneed
checks of train crew members' filness for
duty al reporting poinls and on trains
enroute.”’

In ils report on the Missouri Pacific acci-
dont, the agency wrged railroads to set up
procedures to check out (rain employees al
crew-change terminals, assuring (hat opey-
ating crews come te work “Cphysicaily [it”
and able to comply with operating vules, it
also urged railroads Lo lrain employees o
wnderstand Lheir responsibility in monitor-
ing the performance of fellow workers and
to tuke "'posilive aclion” Lo prevent the run-
ning of trains by workers who are unlit.

In Maich, when the Safely Board investi-
gations of lthe two accidents were in prog-
ress, the agency recommended (hat the
Transportalion Department’s Federal Rail-
road Administvabon adopl rules aimed al
cwrbing the “widespread' use of alcohol i
drugs by irain workers.

The department has suaid it Is working
with raiiroad-industry and union leaders {o
find ways to curb alcohot and drug abuse by
train crews. Transportation Secrelary Bliza-
beth Dole has said the department favors a
“‘consensual' approach, using rules the in-
dustry and unions would accept.

[0 its tutest recomimendations, the Safely
Board also urged steps lo provide better
Lrainiing {or railvoad employees in randug
trins that hau! hazardous poods.

shippers time to induce a resumption
of service through negotiations or
legal actions.

“A longer period would impose
opporiunity costs on the railroad
without any overriding public ben-
efits,” the commission concluded.

Those protesting the abandonment
plan said railroads could use service
and rale manuevers to force traffic
off certain lines for two years, and
then abandon the line.

The commission discounted that
argument, saying lines will not be
approved for abandonment while a
complaint is pending with the ICC
concerning service on the line.
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Railroads Propose Rate-Malking

Extension

By AIPLEY WATSON 3rd

Journal ol Commerce Stalf

A group of 25 major railroads are
asking the Interstate Commerce
Commission to postpone for three
years a rate-making provision of the
Staggers Act that the carriers claim
could cost them more than $300
million.

The carriers are asking that the
commission find a provision called
“direct connector” rate-making in-
feasible on grounds that it would slow
down cost recovery and be difficult to
administer.

The Staggers Act states that start-
ing in January 1984, railroads must
use “direct connector” rate-making
and set rates for multi-carrier move-
ments one at a time rather than
having joint rates set collectively as
they are. mow.

The only way the “direct connec-
tor’” system can be changed is if the
cemmission finds it infeasible.

Without the right to collectively
set.rates, the petition argues, the
carriers cannot successfully apply
increases in rates to recover costs,

1f the proposal is successful, the
existing quarterly review of inflation-
related rate increases would remain
in effect. That index, which is calcu-
lated by the commission, applies to
all rates unless carriers decide {o
exempt themselves.

The petition filed Monday includes
all of the largest American railroads
except the C8X Ine. carriers and
Conrail. The Union Pactfic, Southern
Pacific, Santa Fe, Burlington North-
ern and Norfolk Southern railroads
are party to the petition.

Also included in the petition are
the 1llincis Central Gulf, Chicago and
North Western, Boston and Maine,
Kansas City Southern, Soo Line and
other smaller carriers.

There were some questions about
shipper reaction to the filing, since it
would make increases apply to all
rates, rather than only to individually
negotiated ones.

- Shippers also would {mprove thejir
cash flow if cost recovery increases
were delayed in an individual rate
negotiating process.

One aspect of the case the carriers
make states that the generalized cost

recovery increases are neecded lo
enhance the railroads’ revenue ade-
quacy.

The most recent ICC calculation of
railroad revenue adequacy showed
none of the major systems were
generating adequate revenues.

The contention made in the peti-
tion is that the direct connector
standard "“will lead to substantial
delay as each individual route or
route set is negotiated.”

“If cost recovery was delayed by
as much as 90 days,” the carriers
argue, “the nation’s railroads could
lose over $300 million annually (as-
suming a 4 percent increase in rail
costs} which amounts to over 20
percent of the Class I railroads’ net
operating income.”

The carriers also state that collec-
tive rate-making is pro-competitive
because the Staggers Acl limits
increases only to cost recovery and
because there are independent rate
actions such as contracts.

The other part of the railroads’
argument is that "wilh over 400
railroads in the United States party to
Joint rates with each other, a virtual-
ly incalculable number of route sets
is created when all nationwide traffic
is factored into the equation.”

One of the statements submitted
with the petition states that a rate
adjustment for one commedily from
one origin to multiple destinations
which involved 21 railroads and 345
route sets took five months to com-
piete.

It is proposed that the existing
joint rate system “cannot be changed
overnight {or even in three years)
without potentially chaotic results.”

If joint rates were eliminated,
carriers would publish what are
called proportional rales for their
part of a muiti-carrier movement.

Railroads estimate that more than
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60 percenl of their lralfic moves on
more than pne carrier. The vasi
majority of that lraflic moves under
joint rates, rather than proportional
tariff.

“If antitrust immunity for collec-
tive action is eliminated . . ., there
would be a substanlial reduction in
the number of joint rates which are
presently used and accepted by ship-
pers and carriers,” the carriers con-
tend, while stating that joint rates
improve raiiroads’ cornpetition and
efficiency. _ o

The carriers concede that rate
levels ultimately would be the same
with individual or colicetive action.

“However, even though the ulti-
mate rate level may be the same, the
resultant time lags and attendant
financial losses from proceeding
without collective action would result
in permanent revenue losses.”

Some carriers, such as Ceonrail,
have canceled their joint rales be-
cause of what they felt were cither
unfair divisions of revenue between
carriers or unnecessary duplication
of routes,
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CN Gets ‘Green Light’
In Cast Takeover Bid

By LEO RYAN

Journal of Commarce Stall

OTTAWA — The federal govern-
ment authorized at week's end state-
owned Canadian National Railways
to proceed with a complex exchange
of debt for vessels and cargo con-
tracts in a takeover of control of the
Cast group’s North Atlantic container
operations.

Under the terms of an agreement
still being finalized between the
various parties involved, CN and the
Royal Bank of Canada will own,
respectively, 75 percent and 25 per-
cent of the Cast Container Group
{CCG) and its terminal trucking and
marketing subsidiaries in the United
States, Canada and Europe,

Each principal will hold an option
to buy out the interests of the other in
the Cast Container operations, sub-
Jject to certain time and price condi-
tions. CN, under the proposed agree-
ment, is to have the majorily of
direclors in the new North Atlantic
shipping concern and holds the right
to_buy out, at any time, the Royal
Bank of Canada's interests at the
higher of the book value. For a period
of six months, after five or eight
years have elapsed, the Royal Bank
will have the right to buy out CN,
unless CN previously exercises its
own option. :

Up till now, CN has held an 18
percent interest in Eurocanadian
Shipheldings Ltd. of Switzerland. In-
cluded in the acquisition are the
assets of the Task Terminal in
Montreal, for which CN paid $10
million to Eurocanadian Shipholdings
a year ago last April at the time of a
$200 million Cast financial rescue
operation.

In an interview, a senjor govern-
ment transportation official declared
it was “basically a business deal to
permit CN to protect its access to a
large volume of container. traffic.”
Rail earnings from this traffic are
estimated at $15 to $20 million
annually.,

The official recalled that CN’'s
main competitor, the pubticly-owned
Canadian Pacific group, has been
vertically integrated for sometime as
an intermodal operation. “If Cast had
been aliowed to fold, a loss of traffic
would have been irremedially lost to
CN.”

The total long-term debts and
liabilities of the Cast Container sub-
sidiaries are understood to be In
excess of $45 million.

The Bank of Montreal, which had
held two Cast Container bulk carriers
against debts owned by Eurocanadian
is to release its charge on them,
allowing these vessels and three other
similar vessels to be owned by the
Royal Bank and chartered to the Cast
Container Group.

After 12 years all five contalner-
bulk carriers, built for about $150
million but valued under the takeover
agreement at $198 million, will be-
come the property of the Cast Con-
tainer Group, unless previcusly sold
to a third party.

CN is to transfer to Frank Narby
(who owns 60 Fercent of Eurocanadi-
an through Dolphin Investments Ltd.)
and Helix Shipping Ltd. of Toronto its
shares in Intercast SA, a Swiss
affiliate of Eurocanadian. CN will
release Intercast of its guarantees to
the Cast Container operation and in
return Intercast will transfer to CN
the bulk shipping contracts it has
presently with Noranda Mines Ltd.
and Quebec Iron and Titanium Co.

Gther terms of the proposed take-
over stipulate that all debts of Cast
Container transferred lo the Royal
Bank pursuant to the arrangement
with Eurocanadian are canceled. Also
canceled are all inter-company debts
between Cast Container, the Bank of
Montreal, Eurocanadian, and Inter-
casi, and their subsidiaries. Similarly
canceled are previous guarantees
given by Cast Container in respect to
the St. Lawrence Stevedeoring Inc. of
Quebec and its subsidiary, St. Law-
rence Warehousing Inc.

CN will not guarantee charter
agreements made in regard lo the
three Cast ships now pledged to the
Royal Bank, and no charter payments
will have to be made under these
agreements tn the first two years
following the takeover, except for
operating costs. Unpaid charges will
be capitalized. Charter arrangements
covering the other two vessels howev-
er, are to be guaranteed by CN and
the Royal Bank on a 75-25 percent
basis. The same two-year charter
payment moratorium will apply.

The federal Cabinet authorization
allows CN to ‘make advances for
working capital and to hold, pledge,
and dispose of bonds, notes, securities
and other indebtedness. However, CN
is restricted to a total of $15 millien in
its guarantee of any borrowings,
securities or other obligations of the
Cast group and its subsidiaries.
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Rail Industry Freed io Raise Rates

By DAVID M. CAWTHORNE

Journal ol Commerce Siall

WASHINGTON - Individual rail-
roads will be free o raise their rates
on shipments by as much as 3 percent
under cost data the industry recently
submitted to the Interstate Com-
merce Commissjon.

But with traffic still at depressed
levels due to the slow pace of the
economic recovery, several shipper
representatives indicate they don’t
expect the increase to be applied on
an across-the-board basis,

The data was filed at the commis-
sion under procedures adopted in 1980
in order to permit carriers to quickly
increase their rates to reflect higher
costs due to inflation.

Most of the increase was caused by
an anticipated 2.1 percent increase in

labor costs, a 3.7 percent hoost in {ue}
costs and a 2.7 pereent jump in other
costs.

Only materials and supplies costs
will go down, the Association of
American Railroads said, adding that
the industry expects them lo decline
by about 1 percent.

The AAR said the entire labor cost
is covered by a 3] percent wage
increase for employees due July i
that is slightly oifset by a one-cent
reduction for the continued phase-in
of entry rate savings for f{irst and
second year employees. L

The 31.5 cents increase in the
bourly rate also causes a 5.4 cents per
hour increase in pay for time not
worked and a 2.9 percent per hour
increase in railroad retirement and
medicare tax rates.

The railroads also projected a 3.1
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percent increasc in {ucl cost from the
actual second quarter level paid hy
the carrier. The original increase
over this is a 3.7 percent increasc
over the AAR's second quarter fuel
cost projection, the group added.

Much of the change is attributed to
OPLEC’s successful defense of its new
price for crude oil which has stabil-
ized world oil markets,

The "other expense” increase is
based on a Producer Price Index
estimate which is 2.7 percent above
the second quarter forecast and 0.3
percent above the APPI's actual
value during the first quarter.

1f the cost data is accepted by the
ICC this will mark the first time this
year the industry is free to raise rates
to cover quarterly operating expens-
es.
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SP, GTE Anngunce
Sprint Network Sale

Journal of Commaerce Siall

Southern Pacific Co. and GTE
Corp. have announced that the sale of
SP’s Sprint communications network
has been completed for $727.4 million.

The sale, which was announced
last year, involves the most profitable
of Southern Pacific's varied interests.

When announced, the sale sparked
a number of rumors and speculative

statements concerping additional
railroad merger activity involving
the company,

However, no mergers have been
anpounced by Southern Pacific,

The acquisition is the' first move
by GTE into the intercity telecom-
munications industry. The assets sold
by 8P are being operated separately
from GTE's telephone companies and
are being called GTE Sprinl Commu-
nications Corp. and GTI Spacenet
Corp.
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Western Rails Back Car Pool Plan

By RIPLEY WATSON 3rd
Journal of Commarce Slalt

Three major Western rail systems
are backing a car pooling plan
submitted to the Interstate Com-
merce Commission, but the absence
of Eastern railroads is raising ques-
tions about the plan’s scope in its
present form.

The plan submitted Wednesday,

called car hire balancing, proposes to
keep car hire rentals at approximate-
ly present levels while reducing
empty miles.

Backing the plan are the Union
Pacific, Southern Pacific and Atchi-
son, Topeka and Santa Fe railroads
and several other lines in the Midwest
"and Northeast.

However, Conrail and CSX Inc,
and Norfolk Southern Corp. railroads
declined to participate in the plan,
leaving a gap that limits the pool's
geography to New England and to an
area west of the Mississippi excluding
the Pacific Northwest where non-
participant Burlington Northern op-
erates,

Estimates of the amount of traffic
which could be moved in pooled cars
wasn't readily available, but it ap-
peared to some observers that less
than 20 percent of present rail traffic
would be involved.

The railroads involved own a total
of 30 percent of the nation's fieet of
boxcars, open hoppers, gondaolas and
flatcars, which are the only car types
in the pool plan.

One unknown factor in the situa-
tion is the effect of boxcar deregula-
tion approved earlier this year by the
commission,

The ICC decision removes most
regulation of boxcars and may lead,
in some observers' view, to expanded
car usage agreements among pairs or
groups of railroads,

Though no such agreements have
been announced publicly since the
ICC decision, any that are signed
might have stipulations with a direct
effect on the car hire balancing plan.

Backers of the proposal, however,
hope that the presence of major
carriers such as UP, SP and Santa Fe
will entice the non-participants to
join in trying to convince the ICC to
approve the proposal. :

Some observers suggested that
participation was a way that carriers
who make money on existing car hire
rules could protect themselves to a
degree against any changes in the
system.

Western railroads such as Unien
Pacific make money on the rental
payments known as car hire because

the cars they originate are delivered
on another railroad’s line. The rent is
paid both when cars are loaded en
route to the consignee and empty
while being returned to the car’s
owner.

The plan which grew out of an
Association of American Railroads
freight car management study last
year proposes to end car hire pay-
ments on empty movements as an

incenlive Le pool participants (o load
each other's carsy,

I also proposes lo create a fund
for montly payments of car hire. The
proposal uses historical car hire
patterns and formula relating loaded
and empty mileage to determine the
size of each line’s car hire revenue.

The present system has created
what some industry observers view
as an empty mileage problem which
costs the industry as much as $300
million per year.

The problem, simply put, is that it
is economically sound judgment for
all railreads to load their own car and
send another carrier’s car back emp-
ty because the car hire gained
exceeds the amount paid.

That procedure creatcs the empty
mileage problem, in the view of the
plan’s authors.

Other carriers which have said
they will join In the plan are: Illinois
Central Gulf and Boslon & Maine,
both of which have backed the project
from the start, and Kansas City
Southern, Bangor and Aroostook, and
Bessemer and Lake Erie.

Delaware and Hudson and Maine
Central, which are to be combined
with Boston & Maine to form a
Guilford Transportation System, also
are participating.

Participation by other railroads
remains a possibility, as Burlington
Northern officials are reported to
still be studying the plan,

Conrail and CSX Inc. each said at
one point that they were behind the
proposal, but later withdrew, '



