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lIn 1970, there was a continuous shortage thr<>ugllOut til- ~ar  with the highest 
monthly average reaching 4949 cars during February, while in 1971, there was 
a surplus"of carS during much· of· the ·year, .particularly during.the.. harv.est 
months. Car surpluses were the rule in 1972, until sustained exports, particularly 
to the Soviet Union, began moving in larg~  amounts late in the year. For 17 
months, from December 1972, to April 1974, there was a critical shortage of 
cars to move grain, reaching a record of 15,992 cars during March 1973. The 
balance of 1974 and 1975, were more normal years with minor shortages during 
the fan llarvests. The year 1976 showed relatively minor sllortages during the 
SUDlmer and talI harvests while 1977 began with substantial shortages during 
February and March., improved with insignificant shortages during the summer 
halTeSt, lJut got worse quickly in November and December as prices began rising 
and exports increased. The shortages during the first 5 montlls of this year, all 
nou-harvest months: dramatically shows the extent of the current cal' shortage 
problem. The montllly average of shortages reached 35,807 cars in April-more 
than twice the previous record high. The reported shortage declined some for 
May, down to 29,985, b11t stilI nearly double the record high. 

,"e see no lessening of the demand for railcars for at least the 'rest of the 
year. Wheat stocks on June 1 totaled 1,174 million bushels, the largest on this date 
since 1963, and six percent more than a year ago. June 1 feed grain stocks totaled 
87A million metric tons, a fourth more than a year ago and the largest 'since 
1973. The indicated harvest of wheat for this year is likely to be down slightly 
while feed grain and soybeans production may .be about the same as a year ago, 
depending upon weather conditions this summer. 

The kinds of data shown on exhibit A are what we are trying to put together, 
and interpret, for the staff at the Interstate Commerce Commission. 

Yet';\" briefly, a few causes of the shortage are as folIows: 
Se,ere winter weather conditions, including blizzards throughout the Northern 

tier of the United States interrupted railroad operations, trapped numerous 
freight cars in the East that resulted in extreme congestion and poor fl'eight 
car utilization. 

A lack of lllOt.i,e power to move trains in Toad haul service coupled with cold 
weather conditions, necessitated a reduction in train length. ThUS, through trains 
were using the same amount of power to pull shorter trains. 

The bad order ratio (rail cars unfit for loading) grew steadily as many of the 
nation's railroads continued to defer repair of bad ordered cars, Like'i\'ise. many 
10com(Jtives were bad ordered because of electrical generators that shorted out 
due to light, dusty snow. . 

A prolonged strike 'at one of the largest manufacturers of jumbo covered hopper 
cars delayed delivery of addi,tional equipment to the national fleet. 

Poor maintenance of tracks has resulted in the imposition of "slow orders" 
by the Federal Railroad Administration. There are six granger railroads with 
nearly 25,000 miles of tracks that are currently under FRA slow orders. Inability 
to move ca 1'5 With dispatch seriously cu ts rail car utiliza ti.on. 

As shown on the attached table, there has been a dramatic reduction in the 
number of 40·foot narrow door boxcars that are badly needed for loading baled 
cottOl't, These cars are also needed for grain loading on liues where weight re­
strictions do not permit the loading of jumbo covered hoppers. While there was 
a net gain in the number of covered hopper cars from 1972 to 1978, these figures 
do no.t. include a net increase during that same period of 33,428 cars in this type 
of equipment that are under the exclusive control of shippers and car companies. 

Dllring the last 2 years, market conditions led to a build up of grain stocks on 
fnrmS and in country elevat.ors resulting in large carryover stocks. The ri~e  

in grain prices early this year triggered substantial selling by farmers and created 
unprecedented demand for rail movement. 

The acqUisition of new equipment bas not kept pace with the retirement oi 
older cars tllereby creating a direct loss in total carrying capacity. 

Of course the above list is not alI inclusive. There are other factors which 
cont.ributed to the overall situation. While the weekly grain car loading nation­
wide have been increasing and the daily average shortage of both box and 
co\'(~red  hoppers have declined. we are of the opinion that the situation will not 
improve significantly until after fall harvest of feed grains and soybeans. 
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RAIL CAR OWNERSHIP LAST 7 YEARS 

General 
service 

Plain Plain Plain Plain open Flats Plain 
40' ND 40' WD 50-60' 60 plus C/H hoppers TOFC gondolas 

Jal1u~9)~ ...•...... _..... 189,506 40,442 118,626 1,939 138,099 349,525 7,886 158,746
1973.......... __ .... 172,508 34,555 124,872 2,197 142,976 344,365 8,463 159,849
)974_ .••..•.• ___ .•. _ 163,895 30,819 135,367 2,703 151,155 237,010 10,618 155,458
1975.•••...... __ ... _ 148,119 28,814 145,369 3,915 155,281 316,265 6,918 153,565
1976...•....... __ •.. 131,135 27,183 150,768 4,892 158,236 317,888 6,677 151,73i 
9177 ..•....••. _..... 107,269 27,502 153,042 4,662 159,924 311,666 5,885 "\:', Si3 
1978..••....• ___ ••• _ 86,081 23,371 155,792 4,803 162,726 309,540 5,819 140,128 

Gain or loss•....•.. -103,425 -17,051 +37,166 +2,864 +24,627 -39,985 -2,067 -18,618 

Source: AAR slatements. 

tSOa aCTIVITIES 

ln late April, Secretary Berglaud ordered an all'out effort within USDA to 
tlssist grain and cotton shippers with their car supply problems. Our trallspOI·ta­
1iun people are workillg wir'l the Interstate Commerce C<>mmission in supplyillg 
:Illalysis of export sales adivity, current crop reports, estimated fertilizer de­
1I11lnd and other information that may be helpful in obtaining maximum utiliza­
!'ion of available equipment and forecast future railcar needs. Exhibit A repre­
H'nts one method of analysis that may be useful in predicting future grain trans­
portation demand. 

In addition, we established a "hot line" within USDA, so that shippers could 
ndvise us about specific problems or alert us to serious shortage situations. So 
far, we have had over 300 calls on that line, most of them coming from country 
('levator managers in the Midwest. We have also received a number of calls 
from cotton shippers who are experiencing difficulties obtaining sufficient box· 
(,:Ir~.  Tht" stlltes m()~t  repre~ented  by their calls have been Illinois, Iowa, Min­
uesota, Montana, Nebraska, Kansas, Michigan, Ohio, 'and Mississippi. The hot 
line number was so well circulated that we even had a call from a coal mine 
Ollerator seeking 60 cars for coal loading. 

'The following address the specific questions on which the Committee has 
requested comment: 

1. What have been the effects of the Interstate Commerce Commission's vuri­
nus car service orders on mitigation of the cal' shortage problem? 

USDA has made no studies purporting to show a quantitative measure of the 
il1lpact of anyone 01' more of the Commission's car service orderS. Assuredly, the 
nf't effects are the balance of the good and any harm w,hich result. 

It is our assessment that car service orders are potentially effective ill al· 
kviating specific, isolated problems, but are not effective in dealing with a 
problem that pel'vades the entire industry or concerns a wide geographic region. 
We helieve, in fact, tllat the more pervasive the problem, the greater the tendency 
for the net effect to be negative. 

Ob,iouSly, a cal' service order does not increase the total supply of equipnlent. 
A ny beneficial effect during a period of widespread shortage must result from 
improved utilization, and the evidence is mixed. An order refjuiring .the retnrn 
or reassignment of cars can result in increased movement of empty cars. Wben tl:)..e 
overall capacity of the system is constrained by available locomotive power or 
yard capacity or other operational constraint, increased movement of empties 
may actually result in lower utilization of equipment. 

Another point to consider is that service orders may increase equipment a vail· 
ahility to some users at the expense of others. This is not necessarily wrong; 
r;ertainly the Commission is charged with ensuring equitable availability of 
service. However, to the extent that equity dictates a reallocation of cars into 
n less efficient use, overall utilization is lowered. 

One example may serve to illustrate the dilemma with which t.he Commission 
is faced in allocating equipment through use of service orders. In May of this 
~'enr,  the Commission issued Service Order No. 1322, which required the railroads 
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to allocate to grain service a larger percenta?;e of their CIJ, ~Led  hopper cars, That 
order may have temporarily relieved a car shortage for grain, though it is argu­
ably trne, as opponents ha ve maintained, that the railt'oads were hauling as much 
grain as they were able within operational con!>truints anyway, Tbat order 
aggravated the car sbortage for other commodities which compete for the 
same E'qllipment, such 11.S soybeans and fertilizE'r. The order was in effect onl:" 
a 'Very brief time. 'JIhe Commission responded to' an ou tcry from aggrieved 
shipDers and cancelled it. 

2. What, if 'any, legislation do you believe would be effective in either improving 
car utilization or easing the car shortage problem, or both? 

While more equipment would help agriculture, our greater need is for in­
crease? productivity of the transportation system and better management of 
existing resources. Neither shortage of elluipment nor poor utilization are prob­
lems which can be readily lepslated out of existence. USDA is a strong supporter 
of a privatE'ly owned and managed rail s~stelll  ; and as long as it remains private, 
solutions to these problems must be worked out in terms of profit and loss, 

Oue area in which we believe the Commission might concentrate some resources 
advantageously is equipment charges-per c]jem and dE'mllrrage. These certainly 
arE' not new problem areas. Many transportation ~I)f'cialists  and economists have 
long felt that the rail industry has never heen able to work out a system of charges 
which reasonably reflect the true ownership cost and/or opportunity cost of the 
equipment. The natural, economic incentive to improve utilization will come only 
with equipment charges which do reflect tbe costs. The Commission has recently 
ap1)rovOO increased per diem chargE'S effective July 1 and should be watching 
closely to determine the effect on utilization. 

3. 'Why has the use of seasonal rates been ineffective in resolving the burden of 
peak season demand? 

In the first place. there have heen only a few applications to date of peak season 
pricing under the new section 15 (17) of the Interstate Commerce Act. The evi­
dence is still minimal. 

(~learly  the concept of peak season pricing could shift demand to off peak peTiods 
only when the natme of the commodity allows the shipper to elect the time of 
shipping in order to take advantag-e of economic' incentives, 

This condition is not met by a large s~gment.  of agricultural traffic. Because of 
th€' perishability of many agricultural products, such as fresh fruits and vege­
tahles. there is no opportunity to spread the dema·nd more evenly. T.his type of 
agricultural traffic must be !>hipped at a particular time of the year, generally at 
harvest. 

Wllile !n'ain is a ~hysically  storable commodity. peak period pricing will not 
achieYe th€ ohj€'ctive of moving part of the shipping- to a slacker period for 
numeTOUS reasons. For example, the variable and uncontrollable harvest dat.es, af­
fecting t.he size and timing of harvest, make advanced planning exceedingly dif­
ficult. The inability to plan is further complicated by fluctuating and largely unpr€'­
dictR hIe g-:rain prices throughout the year. It is not fea!>ible to build enough st.or­
age to hold each ~ear's  crop locally, and to vary that capacity each year. Yet this 
would be necessary to effectuate peak season pricing. Finally, the grain marketing 
system already provides substantial economic incentive for persons not t.o sell­
and thns not to transport-at harvest so that it. is unlikely tllat. anything but an 
extrt'mely high rate differential would produce a change in peak usage. 

In Ex Parte 324, the ICC's rulemaking proceeding for the actministration of 
Section 15 (17). the Department argued that peak season pricing should properly 
apply only in inst~'1nces  ,,-here the opportunity does exist t.o shift demand and 
thereby achieve efficiency through hetter equipment utilization. one of the statu­
tory criteria. The Department argned that seasonal pricing should not be used 
simply to increase revenue: and railroads have ample freedom to raise rat.es to 
meet revenue requirements nnder the rate filing procectnres of Section 1(5). 

'Thus, the Department heliew!> there is in actnality, little proper u!>e in agricul­
turalfor peak season pricing, though ironically it is the only commodity areas 
chosen by the carriers to date. 

The above views on peak season pricing are the vie"l\s of thle Department of 
Agricnlture and do not necessarily reflect the vie"':;; of the Administ.ration. 

4. Please comment on the possihilities and requirf'ments for implementing a 
common ownership concept similar to trailer trains for covered hopper cars 
and gondola!>. 

Tli€'re is appar€'lltl;r no I.egal prollihi tiOIl against it. lTSDA has not undertaken 
a detailed ShHly of this topic and our comments lllay be somewhat s~culative.  

HoI: it does seem dear that the basic cause must be that the railroads do not 
:,('f' nn economic incentive to do so. 

The incentiye which has resulted in the success of t.railer ti'ains, railbox, and 
/JI'I']HlDS other similar ventures, has been tile opportunity to improve iltilization. 
'I'hl' Ol)portunit.y exists for operational reasons, primarily the general purpose na­
I lire of the equipment and the relatively high loaded-to-total mile utilization 
1:lttorforthattYDeofequipment. " . 

Covered hopper cars, on the otll~r  hand, are specialized equipment they are 
''':lded one way aud generally return empty. Because of the specialized operating 
,'hnracteristics of the ~uipment,  the loaded-to-total-mile utilization factor is 
11I':1l'1y constrained to 50 percent-regardless of ownersllip arrangement. 

Another possible cause' which the Commission migllt investigate is the one 
I're\"iously mentioned-that is, the possibility that equipment charges for covered 
""J'pers are particularly out of line with true costs. If for instances, the per diem 
,'" 1.(' 'on co~red  hoppers is less than costs, there can be no incen tive' for one cor­
I,<l]"ai'e entity to own the equipment for purposes of leasing it to railroads. 

S. 3260 

:.I'Ul'ning to S, 3260, USDA would have no objection to a five year extension 
"I' the llo-su!>pend prOVision of Section 15 (8) of the Interstat.e Commerce Act, 
!>1'oviding the market dominance restriction remains in effect. 

J should add, however, that this View is at variance with the Administration's 
),I>sition. The amendments to Section 15(8) presented by DOT on behalf of the 
.\nministration do Hot contain a market dominance restriction, ,'l'be Administra­
I i"n believes that, when all commodities are considered, the proposed amendments 
\\ ould result in better transportation service and a truer reflection of actual 
II':lnSportation costs. Actual and potential competition pl'o\'ided by trucks, as well 
"" lUC refund authority, would serve to discourage anj' excesses by the raiiIoads. 
'l'lle VSDA 'Position is based upon consideration of agricultural commodities only. 

']Jnder both proposals, the ICC would retain the autllority to retroacti\'ely cancel 
" rate increase and require refund to the shippers. We are concel'lled that there 
would be a potential problem for the fal'mer in the distribution of any refunds 
Ihe ICC might require. If I may, I Shall elaborate upon both of these points. 

The Department of Agriculture supports, in principle, a greater reliance upon 
Ille market place to establish just and reasonable rates, and a concomitant. 
h'sseniug of dependence upon administrative procedure. The Department sup­
ported enactment of the 4R Act which amended Section 1 of the Interstate COlll­
",erce Act to include the concepts of "going-concern value" and "market domi­
";.lIlce" in the determination of just and reasonable rates and which also amended 
;o;pction 15 of the ICC Act to incl u{1e the nO-SUSlJend provision. Furthermore, the 
llepartment participated in the ICC's administratil'e proceeding to define marl,et
dOI]l'inance. 

With respect to determining a just and reasonable level of rates, the only quali­
Jlc.'ltion to full reliance upon the market is that tllere must be effective com­
pdition-that the railroads not have mal'ket dominance over the affected traffic. 
Hut there are still large hlocks of aglicultural traffic oyer Which the railroads 
"fff'ctively have a captive market (as suggested, for instance, by the fact that 
rllles on North Dakota wheat to the :Minneapolis market exceed variable costs 
J,) approximately 100 Ilercent). Section 15(8) of the IC Act, in permitting a no­
~;llsjlend  condition, includes the restriction that market dominance not be present, 
111 recognition of the fact that competiti'on is critical to effective self-regulation 
"j' markets. 

USDA recognizes a legitimate concern with potential inequities to the rail­
m:lGS which arise when a rate increase is suwended and subsequently found to 
he just and reasonable for the railroads have suffered all unrecoverable loss of 
,'e\'enue. It can be argued t.hat potential inequities tQ the shipping public are 
minimized by the refund provision, whicll applies when a rate increase is not 
"Il;<pended and later found unjustly high. ~'he  sllipper WhD has paid too high 
11 1':1 te is refunded t.he excess plus interest. 

'l'here are undOUbtedly some industries fOr which the refnnd l)l'ovision offers 
"ciequate protection. It depends upon the marketing structure prevalent in the 
i"dustry. The refund system would work where the party who effecth'ely bears 
IIll' freight burden also actually pays the freight bill and therefore would receive 
II,,~  refund. 

1"01' a large :;-.eglllE'nt of the I'ailroads' agTicnltural traffic, which inc!m]ps :l 

.'"h;,;t,antial amount O\'el' whith the railroads h,"'e market dominance Und{~l'  tl", 
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ICC's current definition, the last condition is not met. II, ..•e grain business, the EXHIBIT A Conl 

price the producer receives for the grain is the price at an established market 
less the rail rate to reach the market. The farmer effectively bears the freight Percent 
burden. But the grain company to which the farmer sells generally pays the of capac­

ity·occu·freight. bill. In such a circumstanc the g,rain companies would reap windfalls pied at Rail 
from freight refimps unless there were a practical way to ensure equitable Cash prices per. bushel principal irain 

C/H car Exports Barge interior cardistribution of refund monies to producers. short· (1,000 loadings Wheat· Corn 6 Soy· eleva- Grain load-Ultimately, the costs of transportation on grain are borne in some pI'oportion age I bu)' (1,000 bu) I beans' tors' stocks' in2s g 

by the farmers whQ produce it and the consumers of end products in the various 
forms in which ,grain is fOlllld on grocers' shelves. Farmers and consumers are 1974:
at opposite ends of the economic chain. Intermediate processors, while prOViding January______ -11,995 262, 724 66,587 568 290 617 •___ ._.___ 8,196,111 30,396

February_____ -13,354 247, 767 73,046 582 313 639 __ . _____ ......._______ 29,983�essel'ttial services, are generally able to shift transportation costs either up or 623 ______________________March_ •• __ ._ -10,944 270,027 lD 77, 975 501 299 29,434down the cbain. But the producers must absorb at least part of the cost and April________ -4,994 258,477 80,000 407 269 556 __________ 5,204,303 28,048
would not be protected by a refund system.' May _________ -273 256,323 82,913 359 270 542 ______________ ._. 23,616June _________ 547 ____________________ ..Mr. Chairman, this concludes my prepared remarks. I will ,be bappy to try to +191 233,487 81, E66 405 293 30,706July _________ -1,327 233,444 94,587 436 335 697 ________ .• 2,598,911 29,414ansJl"er any questions. 755 _. _________________• __AugusL ______ +480 192,048 88,405 433 363 27,259

September ___ 757 ______ . _______________+2,999 180, 760 107,475 435 355 22,173
EXHIBIT A October ______ -1,096 205,409 128,887 494 374 833 . _________ 3,086, 153 30,212

November____ -2,141 267,655 lD 100,000 488 348 30,637758 ____________ •____ • ____ 
728 . ____________...._____December ____ -1,140 271,495 80,000 466 347 25,757Percent 1975 :of capac· January _____ . -1,184 294,-255 76,408 415 319 633 36. 5 6, 850, 519 26,397ity occu· February_____ +368 246,750 76,992 393 296 568 31.8 __• _______ .. 24,398

pied at Rail March .. ____ . +2,160 244,621 10 86,000 3f9 290 556 27.0 ____________ 23,285
Cash prices per bushel principal giain ApriL _______ +5,056 216,162 94,160 3f6 296 576 21. 7 4. 188,659 21,531CM car EXf0rts Barge Intenor car May _________ +11,608 166,571 55, 113 334 282 523 17.0 ___________• 15,469

short· ( ,000 loadings Wheat· Corn 6 Soy· eleva· Grain load· June.________ +10,242 190,217 84,991 323 291 515 15.5 ______ •_____ 24,520 
age I bU)' (1,000 bu) 3 beans' tors' stocks' ings' July _________ +1,626 239,794 137, 105 361 295 558 26.0 2, 187,999 28,987

AugusL ____ . +1,478 243,866 90,821 412 311 597 34.6 ______ •_____ 30,109 
·Seplember. __ -1,086 .. 255; 589 126,441 421 299 555 39.1 ._._______ ... 29,769

1970: 255 __________ October______ -6,889 368,375 138,959 409 274 497 47.8 3,289,410 - '30,692January.._. __ -3,827 128,317 39,396 146 126 8,974,055 _____...
259 _________ . ___. _____________ . __ November.___ -2,942 365,920 131,110 371 259 470 53.1 _________ • __ 27,694February_. ___ -4,949 141,311 40,159 146 12f

March __ . ____ 258 _____________________.._______ December____ +4,022 328,205 94,642 350 259 459 45.8 _••_.. ______ 23,321-4,301 137,076 55, 989 145 124 1976:April.. ___ . __ -3,544 135,749 59,954 147 128 264 ______ •. __ '6,489,691 . _____ .. January _____ .May. ________ 270 ______________ . _______________ +4, 783 298,697 116,084 357 262 465 42.0 8,368,527 24,470-2,730 139,267 50, 509 144 132 February. ____ 38.4 ____________June_________ 281 _____________ . ________________ +2,023 282,296 109,061 381 270 474 25, 592-1,841 132,140 E3,515 140 137 March _______ 37.4 ____________July _________ 290 __________ -1,090 292,695 158,610 381 268 466 24,608-3,112 148,008 63,434 138 138 4,331,092 .. _. ____ April. _______279 _____________________________ . +612 .. 296,867 118,525 361 268 471 34.1 5,400,360 20,295AugusL _____ -2,230 151,388 57,081 147 146 May _________ 28.6 ____ .. ___ •__281 _____________________ . ___ ....• +3,368 273, 561 152,381 357 284 521 21,733September__ • -3,438 158,856 55,038 159 152 June _________ 28.4 ____________-63 294,784 169,411 375 296 625 28, 766October ___ ._. -4,110 197,211 72,659 158 142 290 __ ._. _____ 4,717,524 ._._. __ . July ___ •_____ -3,244 280,634 116,876 383 291 515 40.5 3, 583, 007 30,291November ____ -3,343 176,463 62,408 159 142 300 47.6 ____________AugusL _____ -2,370 281,945 120, 640 331 287 630 27,977Oecember. ___ -1,593 181,054 36,919 159 154 293 51.0 ____________September___ -3,350 270, 539 112, 721 301 277 659 26,1991971: 303 __________ October ______ -6,662 363,637 127,810 277 249 623 56.7 3,800,466 29, 1i8January______ -862 154,739 35,084 158 159 8,085,098 24,609
306 _______________. ______ November____ -4,471 353,341 158,600 262 233 658 62.6 ____ • _______ 26,645February _____ -2,134 153,825 33,504 158 157 25,735 ...March ____. __ 304 ___ .•_______ ._. _______ December__ .. +3,920 273,642 124,790 264 244 686 59.4 _______ __ 19,012-2,651 147,864 58,863 155 155 25,414 1977 :ApriL ______ -2,276 122,844 53,881 156 151 291 _._. ______ 5,589,626 21,920

May____ . ____ 33,324 303 __ •___________________ January______ -766 257,862 81,266 270 253 708 57,4 8,895,813 20,6ro+216 149,035 161 152 321 ______________________ 20,00 February_____ -10,953 260,365 61,005 273 254 725 53.9 ____________ 24,749June_________ +3,353 111,238 70,964 153 157 24,823 51. 9 ____________July _________ 338 __________ March _______ -10,725 299, 540 126,784 263 252 833 2<, 952+802 129, 567 69,233 154 148 3,481,426 27,076329 ______________________ April. ______ . -6,602 300,843 151,098 252 250 974 49.1 6,055,424 22, 592Augus!.. ____ • -76 123,353 f9,843 154 129 25,721 May _________ 43.3 ____________312 __________ •___________ +1,041 281,948 137,725 236 241 ~50 20, 292September__ . -362 174,017 52,940 153 116 21,963 June_________ 41. 8 __________ ..+1,778 245,682 145,960 231 227 818 22, 522October__. ___ +476 94,767 65,858 156 110 312 ____ •_____ 4,315,099 29,073 July _________300 ______________________ -212 257,031 125,094 235 205 629 47.8 4,307,285 25, 735November ____ +551 151,343 78,811 156 107 29,185 53.3 ____________308 ______________________ August.. ____ . -114 267,628 139,082 231 178 566 24, 630DecembeL_. +4,850 193,073 55,375 158 122 19,810 56.4 ____________Se~tember ___ -65 298,649 140,602 247 180 521 23,145
1972', October ______ -5,558 286, 869 129,243 256 184 505 59.8 4,282,606 26,425January ______ 309 ___ .. __ . __ 9,215,943 22,592+3,598 151,375 55, 240 158 122 November ____ -8,394 320,234 135,457 281 214 577 64.9 __________ •• 26,301

F~bruary _____ +3,040 141,286 51,755 157 121 318 ____ . ___ • _____________ 22,172 63.1 ____________December ___ . -7,050 313,224 149,062 280 219 587 23, 638March _______ +1,715 144, 565 67, 745 158 122 337 ______________ • ___ . ___ 24,148� 
April. . ______ 349 __________� 1978 :

+1,270 163,889 84,761 161 126 6,680,740 22,287 January______ -9,170 267,674 102,599 282 219 565 60.6 10,289,989 21,489May _________ 349 __'__ . _________________+3,969 184,217 75,299 162 128 18,800 February_____ -17,805 57.2 ___________•347 ___________________ . __ 301,507 77,996 284 221 557 21, 607June_________ +3,399 183,338 100, 697 155 125 24,341 March .. _____ -28,388 333,722 129,854 307 236 653 53.8 ____________ 23,485July _________ 351 __________+1,388 169, 534 S2,060 158 129 4,338,467 26,758 April ________ -35,807 363, 554 136,616 321 251 681 50.0 7,287,004 23, 865Augus!.. _____ 355 ______________________-732 209.082 103,897 182 129 30,311 May _________ -29,985 171,765 __ •___ .. __ •_________________ 44.0 ____________468, 083 25,356338 __ . ___________________September___ -1,502 209,953 65, 118 210 140 28, 509 June 11.. _____ -25,903,October ______ -2,932 238, 262 99, 753 215 132 333 ____ __ __ __ 4,643, 558 31,682
November___ -3,408 257,495 113, 525 225 133 364 ______ ....... __ .. _____ 29,270
December ____ -6,438 261,817 65,875 262 157 31,643 I Average daily covered hopper car shortage (overage), for all commodities, as reported by individual railroads lo.the ICC.413 __________ • __________ . 

1973: 'Total inspections for export as reported by the USDA in the "Grain Market News". Includes soybeans-does not 'n· 
January ______ -11,269 270,460 75,009 267 158 449 ________ ._ 8,923,137 33,442 elude nee. 
February_____ -15,270 255,807 94,534 248 159 581 ________ ... __________ . 33,322 'Total barge loadings of grain as reported by the USDA in the "Grain Market News." Includes soybeans-does not in­
",arch _______ -15,992 274,007 76,213 242 159 30,654 clude rice_624 ______ .... ____ • _______ 

653 _________ •April. _______ -13,344 272,262 55,816 251 165 6,034,474 28,554 • Average price per bushel No, I Hard Red Winter wheat, ordinary protein, on the Kansas City market. From the "Grain 
May _________ -11,911 300, 799 47,971 263 201 899 _.. ______ ........ _____ 30, 547 Market News," USDA.� 
June.._______ -10,622 1,087 ______ . _____..________299,893 85,952 269 242 32,634 'Average price per bushel No.2 Yellow corn on the Chicago market. From the "Grain Market News."� 
July _________ -10,817 293,301 97,464 250 252 860 . ___ ._. ___ 3,363,743 35,342 'Average price per bushel No.1 Yellow soybeans in the Chicago market. From the "Grain Market News."�908 __ . ______ . _____ . _____ .AcgusL._____ -12,234 ,24,609 97,146 467 291 34,614 7 Monthly average. "From Elevator Capacity and Grain in Storage at Principal Interior Markels," published by the� 
Seplel7'ber ___ -11,425 285,294 71,021 501 247 650 ____ . _________ .... __ ._ 31,884 Association of American Railroads.� 
Oetobe'- _____ -11,348 300,925 97,787 467 237 562 __ . ____ •__ 3,511,540 32,618 'Grain stocks in all positions, on and off farm, as reported by the USDA in "Grain Stocks." Includes corn, sorghum,�
Noverr ber___ -13,346 336,512 m,823 478 250 35,219 oats, barley, wheat, rye, soybeans, and flaxseed.�565 ________ . _____ • _______ 
Decerr,beL __ -11,032 298,033 ~1, 663 522 268 595 __________•.• ___ _ 29,379 'Average cars per week. From statement CS-54A, published by the Association of American Railroads. Includes soy­._ ... 

beans and Rough rice. 
10 Estimate. 
II 3 weeks only. 
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Senator LONG. Next, we will call Mr"Villiam ..... .Jempsey, president 
of the Association of American Railroads. 

STATEld:ENT OF WILLIAM H. DEMPSEY, PRESIDENT, ASSOCIATION 
OF AMERICAN RAILROADS; ACCOMPANIED BY RICHARD BRIGGS, 
VICE PRESID~'NT,  DIVISION OF ECONOMICS AND FINANCE 

Mr. DElIiPSEY. Thank you, Mr. Chairman. I have with me Mr. 
Richard Briggs, who is vice president of the Economics and Finance 
Divi,sion of the Association of Am~rican  Railroads. ,Ve have sub­
mitted a lengthy written statement which I would like to have incor­
porated in the record. 

I will summarize it briefly. 
Senator LONG. It will be so. 
Mr. DEMPSEY. I would like to compliment the gentleman from Iowa. 

I thonght it was an extremely constrnctive statement, not only for this 
committee, !Jut for the ICC for its consideration. 

For reasons that I will indicate, it seems to us that one of the prin­
ciple obstacles to a solution of the service problems of the American 
rail roads right now are some recent actions taken by the ICC. 

I want to begin with a consideration of S. 3260 and in that con­
nection, with the general condition of the industry. 

Here I would like to borrow a statement that I have just read from 
a sUlnmary of Mr. Church's testimony. Mr. Church is going to testify 
this mornmg, as you know. He says in this summary that the ultimate 
solution of the problem must include substantial improvement in the 
service of ooth ConRail and the railroad industry as a whole. I think 
that is indisputable. It seems to me that matters such as the car short­
age are in part at least symptomatic of the general inability of the 
industry to provide the kind of service that the shippers want and 
that is altogether traceable to the continued financial anemia of the 
industry. 

I would like to go to that first. ,Ve support S. 3260. But we don't 
t.hink it goes nearly far enough. Now, 1977 was a pretty good year 
for American industry in general. 

B,ut it was a perfectly dreadful year for the railroad industry. In 
1977 the rate of return of this industry fell to 1.26 percent on net 
inv~stment.  That wasn't just a ten1Jporary phenomenon. 

In 1975 and in 1976 the. rate of return was 1.20 and 1.64. Two of 
those 3 years it was lower than 1932. 

I would just like tD compare the rate of return on equity in our 
industry with other industries regl1lated by the ICC. Class I rail­
roads, 1976, the latest year for which we han~ figures. class I railroads, 
1.8 .percent. Motor carriers, 23.67 percent. ,Vater carriers, 17.8 percent. 
Pipeline companies, 26 percent. And again, railroads, 1.8 percent. 

,Ve ranked dead Jast ill a listing of 7;-3 industrial groups. Things are 
getting worse. The first quarter of this year, "'as the worst in the 
history of the American l:a'ihoads. . 

vVe end up the 12 months ending ill March with a retul'll on net in­
vestment of 0.6 percent, and that mnst be the lowest ill all reported 
history. 

Nmv the ICC "'as charged by this Con~Tess  in the 1976 4-R Act with 
doing something about that. The CongrC'ss directed the ICC-I am 

quoting now· .11 that act, quote, "to develop and maintain standards 
:lIld procedures for' the establishment of revenue levels adequate to 
cover total operating expenses plus a fair, reasonable, and equitable 
profit." 

Now, I would like to turn to 'I"hat the Commission has been doing 
.·Ill carrying Dut that mandate, because '\"e think that not only has it 
not been carrying it out, it has been entirely frustrating it. 

In the first plaee, the chairman of the committee, of course, is famil­
ial' with our position on the interpretation that the Commission gave 
I.hp, market dominance provision of the statute. 

We think that the Commission gutted that provision and deprived 
ns of the l,ind of rate flexibility that the Congress intended to give us. 

Most recently, let's take another look at what we have had. On 
.Tune 28 of this year they handed down an order ex parte 343, which 
had to do with the rate increase before this, a 5-percent general rate 
inr-rease last year which was designed not to increase the earnings le'"el 
hut only to cover part of our increased costs. 

It would have fallen $150 million short, if granted in full, of cover­
ing' our increased costs. The Commission, on ,Tune 28, directed the 
railroads to roll back that increase 011 seven major commodity groups, 
10 make $25 million in refunds, and to lower our future revenues by 8.n 
('stimated $50 million a veal'. 

Senator LONG. Let n1(' ask something-. Is Mr. O'Neal still here and 
his associates? Are they still here, he and his associates ~ 

I am going to ask that at the appropriate time that they come here 
and respond to YOllr statenwnts. If yOll are wrong, they will have a. 
~'ood response, but if you are right, then they ollght to take another 
look at their situation and reconsider their position. 

Mr. DElIfPSEY. I would welcome the opportunity to have slleh a dia­
log with him and any of his representatives before the committee. 

Senator LONG. Because if you are right about all this, I don't think 
that it oug'ht to be just brushed lmder the rug. I think we ou~ht to 
lay it out in the open, have it out, and then decide 'I"hat we think is 
l'iQ:ht ahout the matter. . 

Mr. DE:1IIPSEY. That is why I am laving' it ou~  before the committee 
t bis morning. ,Vhen they took this rollback Rction. thev said that they 
(lisc1:'rned in ~he  4-R Act an intention on the part of Con2:ress to em­
pbsize selective rate ine-reases. ~ 

I iust say to the chairman there is nothing in the act that so in­
(licates. 

On the one hand. they ,Q.l1tted the market dominance provision. 
On the otlwr hand. t1lPV fonnc1 in the act an in~ent  which is not there 

10 cnl1Cl?ntrate on selective rate increRses, and I want to sav fnrther 
I hat if we are requin=;d to do that, if that is ~oing to be the 'lJolicy of 
tlw ICC, we are dead ll1 the water. 

We cannot in this period of horrendons inflation hope to rec,over 
t.he>:p. costs increases, which are so large anel which come upon us so 
swiftly~ by selective commodity-by commodity rate increases. There 
i>: no ~'av we can do that. .. . 

If we.'are going to be barred from recouping these expenses through 
,~!rneral  rate increases, t.hen we are dead in the water. In ex parte 343. 
l?r exanmle, we were trying to recover increased costs of $1.1 billion 
~ll1ee  the Jast previons general rate increase. 
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Another indication that is disheartening to us is that the Commis­
sion is going to hold us to standards which we can't live with-they 
knocked down some increases in the last general rate increase appli­
cation. Indeed, this seems to run contrary to what they said in the 
other proceeding. 

There we did apply for higher rates on coal. vYe applied for a 7­
percent increase on coal, 4 percent generally, except for 2 percent in 
the South. There they declined to give us the additional 3 percent on 
~~. , 

I think it is very interesting that Mr. O'Neal says in his statement 
this, and I reid: "the statistics show that the only inhibition against 
use of the previous yo-yo provision was where there. shouldn~t  be 
allY increases anyway, that is, where there is market dominance." 
If I read the Commission correctly, what they are saying is: 'Where 

yQU do have some freedom to raise your rates, the Commission isn't 
going to let you do that. There is another aspect that indicates that 
that is the case, and that is on these commodities where the Commis­
sion rolled back the previous rate increases. 

They evidently did it on the grounds that the rates exceeded 180 
percent of various costs. Of course, variable costs are far less than 
fully allocated costs. If you don't meet fully allocated costs and eul'll 
a reasonable profit, you go broke in the long run. 

In the past the Commission has recognized that we must charge 
higher rates on some commodities than others. That is a fact of the 
economic market. That is a fact that we have to live with in this com­
petitive environment that we now face and that we have faced since 
the 1950's. 

On January 31, 1978, the Commission said that becanse.of differing 
demands and competitive circnmstances, there should be greater COll­

tribution from some commodities than others, but they apparently 
luwe changed their minds on that, and they are going to hold us to some 
cost-rate staildard of 180 percent. And there, again, I say if that is 
going to be the policy of the Commission, there is no way that they 
ca·n fulfill the mandate that this Congress gave them to increase earn­
ings in this industry to a reasonable level. 

'Ye are not even beginning to approach that level when we are talk­
in,g about rates of return that we have now. 'Vhat the Commission is 
dQ,ing, I repeat, is to frustrate the intent of Congress. That is why we 
think that S. 3260 is a step in the right direction. 

'But we recommend that it go further. 'Ye recommend that the zone 
of reasonableness be raised from 7 percent to 15 percent, and that the 
Commission be barred from declaring rates unlawful that fall within 
this range of rea..sonableness. It would be illegal under section 1, not nn­
del' section 2 or 3, relating discrimination and prejudice, but under 
section 1. 

'Ye recognize that there has to be some kjnd of ceiling put on that.. 
and so we suggest that that rate freedom be given the railroad$ up to 
the point where they make a fair rate of return. That is, where they 
earn the cost of capital. Because we have concluded-­

Senator LONG. What do you call "capital" for your purposes ~  

Mr. DEMPSEY. 12% percent after taxes. 
I have told you where we are, and we recognize there has to be some 

limit, but we really have concluded that, based on recent actions by the 

1, I ,f II(' onl} ~y  that this industry is going to get its earnings up to 
11", 1'"1111, that it can provide ~oodservice  is to disentangle the rail­
! "I" Ir I" the fullest extent possible from the rate regulation of the ICC, 
'\ I,d" IllilinLaining, of course, those kinds of protectionsthat areneces­
"I \ 1<l prevent discrimination and prejudice against the shipping 

J 'Ill.j II', 

, III r proposal is spelled out in more detail in my paper. That is the 
III ,'11 "f it. Those are the basic reasons behind it. 

\"\\', I would like to turn to the questions that were-that I was 
II 1 1',1 j I) rr-spond to in connection with the car shortage. I may also say, 
III II iI~'  of an aside, that this march of the ICC toward more regula­
r Hll' JI()l. only flies in the face of the 4-R Act, but also in the face of ac­
t " ,',' I kIt are being taken by other regulatory agencies, even without 
f "lij!J"('ssional mandate in other transportation areas, to bring greater 
!lllll'kd. freedom to those industries. 

..... (·,llIior LONG. As a matter of fact, the trend in the area where you 
Ilf {." jt. the worst, where you need the freedom to operate the worst is 
II" Jllore regulation, Mr. Dempsey. 

\ I1'. DE~IPSEY. That is exactly nght. 
'.'nator LONG. The trend in the areas where you need the regulation 

tl"'I"nst-Iet's put it this way: In your area and in the energ-y area, 
\1 ,. ought to turn free enterprise loose to serve the N'ation's interest; 
It-l thrill ~o  to it and provide more service. But the trend seems to be to 
I>II t lllore bureaucratic regulation and constraint on it. 

1,1 the areas where it might serve a purpose to have more regulation, 
III<' t rend is to do nothing about it. 

;\ [1'. DEMPSEY. Yes; I agree entirely. 
.\ nd I may say tlhat S. 3260 as well as the AAR proposal is keyed 

Iii ('limination of the market dominance restriction-because there is 
1I() point in using the yo-yo provision in other circumstances, no point 
Iii il at all-that is why it has not been used. 

:.\'ow, as to rail car shortages, this has been perhaps the worst car 
L')liage in history, at least so far as we can tell. I want to start out 

11\' caying it is improving significantly. There is not any question about 
111111. I will not detain you with any further discussions for the reasons 
fill' the shortages, because :Mr. Sullivan yesterday and the witnesses 
1IIlIay have amply covered those reasons. 

I "'ould like to give you one figure that is interesting, which indi­
,"I !'S how the pressure is being relieved. That is this: That so far as 
. Ii\'t'l'cd hoppers 'are concerned, the shortage is now down from April 
1 I',.Tuly 1 by about 45 percent. So, that is a heartening sign. 

I would like also to point out-­
,.... '·lUttor LONG. It is what ~ 

\11'. DE:l'fPSEY. Down by 45 percent. Right. . 
\ nd I would also like to note that the railroads are now moving 

110/,C grain per week, more grain per week than we were in the record 
Il'I~sjan  export year of 1973. We 'are doing a good job under very diffi­
• Ill, circumstances. 

\ <; one of the witnesses said, 'it is really impossible to expect the 
111/111~h'y  to move byo seasons of grain in one season. 

I ihink we are doing a good job. And the same thing is true with 
11111. Our coal loadings are way up. "Te had difficulty right after the 
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strike, in particular when the stockpiles were being rebuilt, but there, 
too, the situation is becoming increasingly good. 

And then, so far as investment and costs, I would like to point this 
(Jut: There are huge investments. being made in railcars. There are 
62,224 cars·on,order. That compares to 25,270 cars last year. It may be 
the total orders for this year will research 100,000. The backlog for 
the first [j months of 1978 is 48,279 cars, as compared with 2'.1::705 for 
the same period last year. 

do also agree with the representative from the Department of 
Transportation of Iowa that it does not really make any sense eco­
nomically to· expect the industry or the shippers to make large invest­
ments in additional cars to have them sit around idle for 6 months 
out of the year. That is not the solution to the problem. 
. He is exactly riglht when he says what we have is not as a.ccurate}.v 
described as a car shOltage as an excess of dE'mand. I think, really, tile 
kinds of things that he is talking about are the \Yay in which 'VB ought 
to be looking to solve that problE'lll. 
. Now, your first question had to do with the ICC's varions ear service 
orders. I would like to endorse the statement made hy the representa­
tive made by ·the Department of Transpoltation of Iowa-and I quote 
him: "The fad is that car service orders combine some of the "vorst 
features of government re~ulation. They are too inflc-xihle to allo" 
ca.rriersand shippers to devis.e their own best approaches to t.hese 
problems." 

A representative of the Commissiou ask('d me the ot.her day if I 
thought the railroad people knew how to operate. the railroads better 
t;han the ICC. I don't know if that is a rhetorieal qllestion or not., bnt 
I haVe t.o say yes, I really do. And I would like to discuss with yon 
now, in particular, as one E'xample, the ear service, order. of which the 
ICC spoke this morning, that is car service order No. 1~09. 

I will say that in the past1 it has been our experience that t.he wn-y in 
which the Comn1ission exercised its anthoritv to issne these car se,rvice 
orders has~  by ·and large, been helpful. But i.hat is not tme of some of. 
the more, recent orders. . 

,Ye think that t.heseorders have and will continue to exacE'rha.tE'. the 
CRr shortage problem. As I say, I will llse fl.<; an example car servicE' 
order No. 1309, which Chairman O'Neal said t~lE'.y  were goin!! to en­
'force viQ'orously. I am not complaining 'ahout this order. even though 
'the SOllthern Pacific wa,s fined $4.4 million and C,()nRail $2.2. or wh~t-
ever it was. . 
. In the first place, I do not think that those fines are going to stnncl. 
np. I do not think that. those railroads really violated t~lOse  Orc1el's. All 
we have now a.re cit·at-ions. Even if that \vere not the case, I am not. 
'comnlaining about that. 

~That.  I am Sflvinp' is that J want tA fldclrpss thc~ ouestion of p1lhlie 
interest in the distrihntion of cars. 'What I want. to say is that ear 
s(l,l'Vire orr'ler No. 1~00 is Q'oinO' to worsen tl, ;<; sitnntio·ll. The more 
strictly j t is enforced, the worsE' tihe situfltion will become. 

Tllfl't orr1e,1' reCfnires-I will 1mt it. in Q."enerfll terms. as Chairman 
O'Neal indicated-that orner requirE'S t.hat cars he. mmw-l out of a 
te.rminal within 24 hours of their r".ceipt. That mav sound likE' a· frood 
idea on the. face of it. lmt. it is rE'ally a terrible ide~:  as any operatinQ' 
man on a railroad will be willing to swear to. . ­

J I isn't so much that you can't do it.. But if you do do it, you are 
:.'"i Il,!! to lessen the efficiency of the yard operation by a very large
1111l1'g) 11. 

'1'1)('. Commission may say, as was said to me the other day, ",Vhy 
,I,dld, you railroads complain about that order? It has been issued at 
\'iIl'iolls times in t.he past" 

T!le fad is: ,Ve did not complain. And we will not make that mist.ake 
11;..'11 ill. It was never enforced as a 24-hour order. It was enforced only 
111 dIOse circumstances 'where there really was cause to believe that 
11"'1'('. was negligence on the pait of the railroad. 

We do not want to complain about that sort of tihing:. I do not want 
ill say t.hat there never is negligence on the part of a railroad~  or t.hat 
111(' ICC should not enforce in those circumstances. That is not what I 
11111 'S:lymg:. 

So, ',e let it. go this time. ,Vhen it was issued, we did not take it to 
(·OIIJ'i.. But now, it. is bein!!: enforce,d as a 24-hour order. and it never was 
1.('l'ore. There is now an~injunction  out against t.he Sonthem Pac.jfic 
I'(\(jlliring tlhem to move those ca,I'S in 24 honrs. Thev are going t.o be 
1'1')l'ed, but where they are going to be moved, nobody knows. 

.1 t. would be like the traffic policeman: You put. a mark on it. and out 
1111'y will go in the 24 hoUl's. ,Vhat you will not be able to do to t.he 
('xfrnt. that vou want to is to block that traffic. To block t.hat traffic, 
I hat takes ti~e.  It may take more than 24 hours. . 

"What you are not going to be able to do t.o the ext.ent that yon want 
to is to ha.ve a l'nnthrollQ:h train wit.h po\\"er going t.hrough t.he next 
/c'.l'mina] onto the next line, because you are going to need that power 
10 move cars. out in 24 hours. among ot.her t.hings. 

Tt is in the interest of the'railroad to get tho.se ca.rs out, just as m11c.h 
as anybody else, certainly as roueh as the ICC. And what I am sayiug, 
in short.. is that this order bears no relation to the realities of yard 
oj)rrations, just as the representative of the Department of Transpor­
tation of Iowa said. 

It does not provide the kind of flexibility that operatin~'  j)E'.ople 
nred in order to run a yard efficiently. It makes a lot of publicity. It 
hits the headlines. If the Santa Fe-and Southern Pa.cific. which are 
Iwo of the very best operated in the country eannot comi)ly, then I 
('an gllarantee that no major railroad in the country can. 

The ear service order that cuts ba.c];: on the use of unit trains in the 
shi pment of grain is quite properly criticized by the represlmtative 
of the Iowa Department of Transportation. I recognize the. interE'st 
in equitabJE' rlistribution of cars, Imt I do believe that when the de­
pn.l'tment of transportation of Iowa. saTs that. in the period of emer­
.~'('l1cies,  such as we have now, we should not rea]lv be having' orders 
llllt. there that. cut back on the E'fficient utilization of cars like that one 
doc\<;, we should notreally be doing that. That is what that. order does. 

Mandatory car service rules No. 1 and 2 have contribllted to the 
"l1lTent sholt-ages. Those rules say that when a freight car i~  unloaded 
1111 Itnother ra.ilroad1 it has to be sent back ('mpty or loaded in the 
,Ii I'ection toward the owning rail road. There have been anum bpJ' of 
"~('e.ptions  made to t.hat. orde!'. and qnite properly so, 

Hut what ,ye say is when yon have a period of car shortal2:e of this 
. Ill'!. those orders ought to be, if not entirely eliminated, very sharply 
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<lurtailed so that we do not have empty cars vnuffiing around the 
country)n the way that they have to under those car service orders. 

Now, I would like to turn to legi~lation.  The question is: Will there 
be ~e~s~ationcthat, could be effective, in improving car ut~lization~  The 
leglslatlOn that would be most helpful would the kmd of broad­
ranging legislation that would put us on competitive parity with the 
people that we do have to compete with. I am talking about deregula­
tion so that we can respond to competitors like the barge lines. As 
the representative from the department of transportation of Iowa 
indicated, the rates of the unregulated barge Jines, go up and have 
been up 300 percent-and I think Mr. Sullivan testified yesterday, 
in the spot market, 350 percent-of their base tariff, that is going to 
-even up demand. And the question is: 'Why don't the railroads do 
tliat ~  The railroads don't do that because we can't do that because the 
ICC will not let us do that. The barge lines can do that over lunch. 'Ve 
have got to file 30 days' notice with the ICC to have them go up and 
30, days' notice to have them go down. So, we have got to guess when 
the peak periods are going to be, and we have got to guess right or 
we are going to be dead. 

This last time, if we had guessed, we would have guessed wrong, 
because the surge came at a time that was entirely unexpected, so, 
there again, if we are going to have peak pricing that is going to be 
effective and put us on parity with the barge lines, it has got be peak­
:and-valley pricing that, to the fullest extent possible, is free of the 
'Constraints that the ICC imposes on us when we try that kind of 
ratemaking. 

There are other things that we think would help, and you are 
familiar with them. We do believe that, in the tax area, if we could 
get better investment tax credit relief, that that would be the single 
most important piece of legislation that we could obtain right now­
hig'her investment tax credit, and refundable credits. 

Because it just doesn't make any sense, when we are talking about 
the desirability of increasing the ability of the railroads to do their 
job, not to have that kind of assistance go to some of the railroads 
that need it the most. 

'We could use some additional Federal assistance under the existing 
provisions of title V of the 4R Act. I hope that, under the aegis of 
M't. Sullivan, that that money will be more forthcoming than it has 
been. 

.I do note here some difficulties that we have under customs laws and 
regulations that may need legislative relaxation so that we can use 
the Canadian and Mexican fleets. They have periods of surpluses, and 
thev would like us to be able to use their cars at that time. But we do 
ha,;e some inefficiency there, and that may require some legislative 
reform. 

Your third question went to seasonal rates. I think I have already 
responded to that. 

And your final question went to a "common ownership concept" for 
covered hopper cars and gondolas. I think that that is an interesting 
concept. 

Trailer Train and Rail Box certainly have proved that we can get 
higher car utilization with free running caTS, no question. Based on 
tlult experience, several major railroads have established what is 

e:1 lied a "cit-.,,"inghouse" among themselves which permits the san'l.e 
sort of thing among those railroads. 

There are eight of them involved in that, now. At the end of every 
pcriod, they chalk up the debits and the credits and see who owes what 
('ompany how much. And that has demonstrated an improved car­
fellpply situation.

So far as gondolas are concerned, we do have some aO'reements be­
(ween pairs of railroads like the Chessie and the Norfoll{ & 'Western, 
or ConRail and Chessie, which permit the same kind of pooling ar­
nmgement. It has proved to be workable there. 

It seems to us that the pooling of gondolas could be a workable plan 
and ought to be given consideration and expanded to additionalruil­
roads. 

As to the pooled use of covered hopper cars, we have a problel11 
\"ith uecause we transport lots of commodities in them, varying £1'0111 
toxic chemicals to food prodUCts. 'Ve are not exactly sure whether a 
pooling arrangement would work, but it is worthwhile considering, 
too. 

Mr. Chairman, I have already taken up too much of }'our time, bnt 
that does conel ude the remarks I intended to make. 

Senator LONG. You made a very impressive statement here. I asked 
the Chairman of the ICC when he was here today if he thought that 
they ought to permit a higher price for the use of cars. In view of 
the shortage, why did they want to wait 1111til 1979, sometime next 
year, for it to go into effect ~ 'Vhy not put it into effect, now ~ 

I guess you heard his answer, did you not ~  

Mr. DEMPSEY. Yes. 
Senator Lo:t-YG. 'Vhat is vour reaction to that situation ~  

Mr. DEMPSEY. I may say, preliminarily, that I am constrained to 
disagree with your desire that tlWY act. eve·n if wrong, because my per­
ception of their batting- average is different than yours. On this ques­
tion. we gene!';:.lly hl1"e been in favor of higher rates. 

Dick, "ould you like to comment ~  

Selli'.tor Ln:KG. I don't think that yon would object too much to 
what I said Rbout "acting even if wrong," if you would tah:e the rest 
of it into ace-aunt. 

Ii the~r  find it is in error, change it. 
:Mr. DE:r.rrSEY. That's rirrht. 
Spn:1tor I,oNG. In othel:-words. if thev find that this order that yOU 

nrc ta.lking abcllt is wrong, and you can demonstrate that it is wrong, 
then ch~mge  it.. 

Hr. DEi\IPSEY. I certainly ag-ree with that. I perhaps have been too­
ma:vbe I am just a little bit too upse,t abollt theSe recent events. 'Ve llre 
asking-the Sonthern Pacific is asking the Commission to reconsider 
OrdeT 1309. I shouldn't indicate that I think they have a preconeeived 
idea that they a-ren't going to modify, if it can be demonstrated that it 
is an unrealistic order. 

Senfltor LONG. Go aller.d. 
Mr. DmGGs. I think a.ll I would add to that is whenever 'lOU change 

tIl!", pel' diem stl'ncture, it has very unequal effects within the railro~d  

industrv. 
In other words, some railroads are creditors; some are substantially 

debtors. Therefore, there may be more argument for some sort of 
graduated phasein, a period for new car hire rates to take effect, thml 


