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Milwaukee Journal, July 7, 1983 

Training session� 
Model railroaders wiI~ gather here 

By Tina Maples 
of The Jouroal Stalf 

Putting together a model railroad 
Is. serious business.' . 

'Just ask any of the hobbyists who 
will be in town the next two days for 
tile 50th annlversary of Model Rail
roader, a magazine for model train 
enthusiasts pUblished in Milwaukee 
by tile Kaimbach Publishing Co. 

In 1933, a young Milwaukee print
er and model railroader named Al 
Kalmbach printed the first issue of 
Model Railroader in his shop. It ran 
12 pages. He sold 272 copies. Today, 
Model Railroader has 184,000 read· 
ers around the world who get more 
than 160 pages of information about 
th.is continually growing hobby. 

About 1,000 of the magazine's 
readers wlJl party with MR's editor, 
Russ Larson, an,d other staff mem
bers on July 8 and 9 'at the Pfiste'r 
Hotel. 

This is the first time the magazine 
has summoned the world's train afi
cionados to Its headquarters. The 
conference will include' semInars by 
MR's staff and other writers, forums 
on the future of model raliroadlng, 
and tours of Mit's offices at the 

r� 

Kalmbach Publishing Co., 1027 N. 
7th St. There, the hobbyists calL 
examine the studio displays an~ a 
model that MR employes have been 
working on for years. 

Altogether, there will be six model 
:ail~oad layouts on display, ranging 
In sIze from '1 feet by 8 feet to 44 feet 
b;i 28 feet. The four smaller displays 
Will be at the Pfister, with a shuttle 
bus to take the hobbists to Kalmbach 
to see the others. 

Model Railroader's Urst model' 
contest was held In 1938, but all en '. 
tries were sent In by mail. ThIs time, 
about 100'of the 155 entrles in com· 
petition for $5,000 In prizes' will be 
brought in personally. 

The hobbyists 'at this conference 
are not your everyday model·train 
lovers. These people make more 
money and spend proportionately 
more on their sets than the average 
hobbyist. 

The average hobbyist, according to 
MR reader surveys, is a 37-year-old 
famIly man with ao anouallncome of 
$24,500 who has spent 16 years with 
the hobby. He adds about $472 worth 
ot equJpment to his setup every year. 

Model Railroader has readers in 65 
countries. Some are coming from liS 

far away as Norway and South Atri
ca at their own expense to partici
pate in tile conference. 

Model trains aren't kid stutt. The 
SUbject draws a lot of Interest in both 
tile business and private sector. Most 
of tile advertisements. In the maga
zine involve trains, model railroads 
or eqUipment used In setting up' a 
dJsplay. One ad was for a CanadJan 
chromed ra1l~ay-splke bottle opener: 

Larson says staH wrlters at MR 
write only about a fourth of tile artj. 
des. The r.est of tile Jargon-laden sto
ries are written by experts or sub
nUtted by readers. . 

Model railr<;>adlng involves paln
staking attenUon to detaU, since one 
of tile hobblst's goals Is to create a 
setup as realistic-looking as possible. 
A smooth operatlon and a realistic 
set are part of the thrill of a model 
railroad, but the real enjoyment 
comes from adding on lind revising 
earlJer work, MR people say. 
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New York Times, July 4, 1983 

Sale of Conrail 
Net income	 Freight Revenue 
In millions of dollars	 In billions of dollars 

3,5Now Appears 
Attractive


l' . 

By AGIS SALPUKAS 

Conrall is suddenly looking good
 
enough to put on the market - a sur

prise even to the railroad's own man

agement - and the sale may come
 
soon, as a pUblic stock offering.
 

L. Stanley Crane, Conrail's chair

man and chief, executive officer,
 
thinks it is a good time to sell the
 
federally owned railroad back to the
 
priv~te sector because of its sharply

Improved earnings, which have at

tracted interest from potential
 
buyers. And he and others involved in
 
the preparations for a sale think that a
 
public stock offering may be the .best
 
course, gi"en the momentum of the
 
stock market.
 

The Consolidated Rail Corporation
was fonned by Congress on Apnl 1, 
1976, when six bankrupt railroads in 
the Northeast were consolidated. In
cluded was the Penn Central, the larg
est of the roads, Congress took the 
step topreserve vital rail serVice 'and 
pumped in $3.28 billion to revamp
tracks, equipment and yards.

In 1981 Congress passed the North
east Rail Service Act, which enabled 
management to reduce costs and 
operations, and set the conditions 
under which the railroad could be 
sold, with mid-1984 as the target date, 
The intent of Congress was to return 
the railroad to .the private sector as 
soon as it became finanCially viable. 
The Department of Transportation 
will be in charge of the sale. 

Mr. Crane has guided. the nation's 
fifth·largest railroad through a deef.
recession by trimming costs and staf , 
The cuts enabled Conrail to make 
money even as it lost 26 percent of its 
traHic. . 

Although. this year's traffic is ex
pected to remain at the depressed 
level of 1982 - about In million tons 
- Conrail's finances are piclUng up 
dramatically. 
_,Mr. ~~e, who was recruited by 
the Government fiom-the Southern 
Railway Company, where he was 
chairman. estimated Conrail's earn. 
ings at $100 million for th e first six 
months of this year. He and his staff 
last year had forecast earnings of only 
$92 million for all of 1983. 

'78 '7& 'SO '81 '82 'In' '78' 711 '80 '81 '82 'O~' 

• Projection 
••	 Includes sale 01 tax benefits and settlement of accounts wllh cOJOmutor 

railroads and Amtrak, 

During a recent Interview at ~s 
Philadelphia office, Mr Crane saId 
that 1983 earnings "might approxi
mate $200 million, which is about 
twice as good as I thought I was going" 
to do." 

Those numbers are even more im
pressive than they sOWld, for most of 
the 1983 earnings will come from oper
ating profits - oat, as in past years, 
from the sale of tax benefits and other 
fonns of nonoperating profit. Last 
year, such unusual factors made up 
$i35.1 million of Conrail's $174.2 mil
lion of earnings. 

Because of the upturn in Conrail's 
performance, interest in bUying the 
railroad is growing. One attraction for 
the buyer, be it another railroad, the 
public or a coalition of unions, might 
be the opportunity to take control duro 
Ing aburgeoning e<:onomlc recovery. 
The buyer would also get a chance to 
offset much of the taxes on profits 
with $1.2 billion in loss carry.forwards 
still on the books. 
, So" far, there has been only one offi

cial offer for Conrail, made in June by 
the Railway Labor Executives Associ
ation, an umbrella group that repre
sents 16 railroad unions wIth 36,000 
workers. But according to a key per
son involved in Ule eIfort to sell Con
rail, interest Is growing, with a num
ber of feelers from other railroads. 

"PeQple are sidling up to Ule poker 
table and cards are being given out," 
he said, referring to the behind-the
scenes jockeying for Conrail, which is 
85 percent Government-<lwned, with 
the balance held by employees. 

AsoUrce, who asked not to be identi
fied, said that Goldman, Sachs & Com· 
pany, the investment banking house 
that has been hired by the Transporta. 
tion Department to recommend the 
best course, may offer its suggest.ions 
well before the laH. Several sources 
close" to the maneuvering said that 
Goldman, Sachs was leaning toward a
public offering. 

'Jumping Into'Everythlog' 
Mr. Crane, too, would like to see a 

publtc offering - and he thinks the 
time is npe. I'There's a tremendous 
amount of money out there looking for 
a place to be invested and they're 
jump,ing Into everything under the 
SW1, , he said, referring'to the large 
number of troubled airlines, such as 
Pan American World Airways, that 
have been able to raise more than they 
expected in the public market. 

Mr. Crane added, however, that the 
decision rested with Elizabeth H. 
Dole, the Secretary of Transportation.
"r certainly don't have any prejUdice 
against another railroad acquiring 
us," he said. Any sale will also need 
Congressional approval. 

Mr. Crane said there were two ele
ments in the unions' offer that dis· 
turbed him. One was that the unions in 
effect would not be risking any 
money. Under Ule $2 billion offer out· 
lined by Fred A. Hardin,the chairman 
of the labor association, $1.2 billion 
represented the carryover tax credits. 
Another $300 million represented 
wage concessions that the unions 
would make by extending the current 
concessions. 

The employees would also contrib
ute $500 million in cash, which would 
be raised by using Conrail's assets as 
collateral. Mr. Crane noted, however, 
that the railroad's cash On hand stood 
at $400 million to $500 million, far 
more than Jt needs. Thus, he said, the 
workers would not risk any money of 
their own since the loan could be offset 
by the raUroad's cash. 
The Tax CredJts 

The other point that disturbed Mr. 
Crane was that, since the Government 
really owns the $1.2 billion in tax 
ci'edits - having pumped billions of 
dollars into the system since 1976 
the Government should get some 
benefits in return for giving those tax 
credits to a buyer. 

cant I d ... 



Sale of Conrail Now Appears Attractive Concluded 

As for the wage concessions, which 
have totaled $280 milllon so tar, he 
said the wtions' argument that they
were owed the money was not valid. 
"They got jobs out ot it which might 
not have been there had they not been 
willing to make that concession," Mr. 
Crane said. 

In any case, he added, by July 1984 
he might be willing to bargain for 
changes in work rules while asking for 
less in wage concessions. 

Mr. Hardin countered in a telephone 
interview that it was mainly because 
of the wage concessions that Conrail 
had been able to make a profit, and 
therefore it was real m~mey that was 
being given up. He added that with the 
wtion offer to give up the tax credits, 
the Government would be assured of 
not losing that money. A railroad ac
quiring Conrail, he said, could apply 
the credits not only to offset Conrail'i 

profits but its own. 
As for using u1e cash on hand to off

set the loan ot $500 million, he saId the 
union's intention was to leave that 
money tor the railroad's use. 

He added that if the employees buy 
the majority of the stock. "they will 
make whatever concessions are nec
essary to keep up the railroad." 
cash Flow Study 

The Urtited States Railway Associa
tion. an agency set up under the 
Northeast Rail Service Act of 1981 to 
determine whether Conrail could gen. 
erate enough cash flow on Its own to 
become viable, found last June thai 
continued wage concessions were es
sential. 

With the concessions, the agency 
estimated, Conrail could generate a 
posWve cash flow of $Z55 mlllion from 
1983 through 1987. Without them, the 
agency projected a negatIve cash now 
of up to $290 million for the four years. 

Because of the be~ter.than-expected 
performance of the raHroad, Mr. 
Crane now does not agree with the 
agency's conclusions. 

Most of the major steps to make the 
railroad profitable have alrendy been 
taken, he said. The payroll, for exam
ple, has been cut from 74,300 employ
ees to 40,000. When he joined the rail
road, Mr. Crane said, 65 cents of every 
$1 spent went for wages. The .figure 
has been cut to 49 cents. 

Under a special program, the rail
road has also been able to abandon 
2,600 miles of track that no longer pro
vided an adequate return. Mr. Crane 
said that 1,300 miles more may be SUb
mitted for abandonment by October. 
Also, as of last Jan. l, the railroad 
transferred its commuter services 
which had added about $70 million u 
year to Conrail's COsts - to various 
regional agencies in the Northeast. 

But there is a major worry confront
ing Conrail: whether its large loss of 
traffic has been stemmed or whether 
its markets will continue to be ero<!f...d 
by the aggressive competition from
tTUcking and the decline of basic in
dustries. such as steel and autos in the 
Northeast and Middle Wesl. 

Journal of Commerce, July 12, 1983 

C&NW: Delay Milwaukee Purchase� 
By DAVID M. CAWTHORNE� 

Journal of Commarca Sial!� 

. WASHINGTON'- The Chicago & 
Northwestern Railroad wants the 
Interstate Commerce Commission to 
put aside the Grand Trunk Corp.'s 
application to bUy the bankrupt Chi· 
'cago, Milwaukee, St. Paul & Pacific 
Railroad until the Canadian govern
ment and the Canadian National 
Railways join in as applicants. 

The move is the latest ,in a 
continuing controversy over the fu
ture of the Milwaukee, a 3,OOO-mile 
railroad being reorganized under the 
bankruptcy laws. 

At issue is a proposal by Grand 
Trunk to purchase the carrier that 
needs commission approval before it 
can receive final clear'lnce from the 
court overseeing the railroad's reor
ganization. 

Grand Trunk is owned by the 
Canadian National Railway, which, in 
turn, is owned by the Canadian 
government. 

The C&NW, which fears it could 
lose about $47 million In revenues as 
a result of the merged system, wants 
the commission to require CN and the 
~overnment to be listed as applicants 
In the transaction. 

"Reorgani::ation as constituting an 
application by GTC to. obtain the 
commission's approval of its take
over of Milwaukee ... in the absense 
of the joinder of CN and the Canadian 
government, would be a legal nulli
ty," the C&NW argued. 

To support its position, the rail· 
road asserted there is a good chance 
the federal courts will not endorse a 
recent ICC ruling that perqlitted 
financier Timothy Mellon to purchase 
the Boston & Maine Railroad without 
baving to be listed. . 

It was this ruling the commission 
has cited as a basis for not requiring 
CN or the Canadian government to be 
listed as a formal applicant before 
the transaction. 

Other past decisions coupled with 

the failure of either the Congress or 
the Supreme Court to amend the 
statute legislatively or judicially, 
requires the commission to the tradi
tional interpretation, the railroad 
argued. 

"Any other conclusion would lead 
to utter chaos and would resutt in a 
constitutionally prohibited conf)ict in 
which the ... Commerce Commis
sion would be overruling the Supreme 
Court," the C&NW asserted. 

The railroad said that denying it 
the right to discovery would place it 
at "a,n almost fatal disadvantage" 
since the CN and the Canadian 
government have routinely denied 
any requests for information. 

"By continuing to place C&NW in 
the impossible position of prOVing its 
case where it cannot obtain vital 
information from the real parties in 
interest," the railroad complained, 
"the commission is irreparably harm
ing C&NW and depriving it of admin
istrative due process." 
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Des Moines Register, July 10, 1983 

'Milwaukee Road purchase 
fulfills Grand Trunk's dream 

, , 

~ ltu "" Yon ~ 
CHICAGO, ILL. - U the Interstate 

Commerce Com~ion approves the 
reorganization plans of the bankrUpt 
Milwaukee Road, the Grand Trunk 
Corp., a subsidiary of the Canadian 
National Railway Co., will accom
plish a westward push from here Into 
the heartland of the United States 
that it first began contemplatlng 
more than a century ago. 

The co~ion' is scheduled to 
begin hearingll in a few weeu, and if 
things go as Grand Trunk hopa and 
the Industry expects, the glanf 
Canadian carrier will acquire the 
small but !ltrategically placed Mil
waukwee Road in early 1984. A 

.purchase price of U50 million for the 

.3.10o-mile system has been agreed, 
with Grand Trunk assuming certain 

.debts and obligations of the 
Milwaukee Road's other holdings. 

Grand Trunk's goal has always 
been to take advantage of Chicago's 
central location in the Midwest, and 
the proposed purchase would link 
Grand 'l'runk's network of lines east 
of Chicago with the Milwaukee 
Road's lines in'the Plains' states to the 
nortll and wesL A3 John H. Burdakin, 
Grand Trunk's president, put It: "The 
beauty of this. transaction ili the 
natural end-to-end fit. This configura
tion will open new gateways and 
markets." . 

It Wa3 In 1858, when the Chicago, 
Detroit & Canada Grand Trunk 
Junction Railroad steamed dow~ the 
60 miles of freshly laid track from 
Port Huron, Mich., to Detroit, that 
Canada first won access to America's 
flourishing Midwestern machinery 
makers and fanners. 

Later, Grand Trunk extended its 
reach to Chicago, carrying such 
Canadian exports as wheat and 
potash there. ~nd ,today, the 
railroad's royal blue cars e~d their 
runs from Michigan and IndIana at a 
station on the city's southwest side. 
The Milwaukee Road's lines fan out 
from Chicago, reaching up to Green 
Day. Wis., over through Minneapolis 
to Ortonville, Minn., and then down 
through Iowa to Kansas City. 

(The Milwaukee's tracks follow the 
Mississippi River from New Albin tn 
extreme northeast Iowa to 
'Da ven port, th en run th rou gh 
Muscatine' and inland to Ottumwa and 
on to Kansas City. The other 
Milwaukee line stin operating in the 
state goes across the northern part of 
Iowa from Marquette to Sheldon. 
. (As part of its recrganization,. the 
Milwaukee abandoned or sold several 
branch lines and as east-west 
mainline through central Iowa.) 

The Milwaukee Road, after filing 
for bankrUptcy in 1977 after three 
years of losses, continued to lose 
money, and lat,er won approval to 
suspend service on all but 3,900 miles 
of tracks. The current reorganization 
plan would reduce that to a 
3,100-mlle "core system." 

A spokesman for Grand Trunk said 
that if the acqUisition goes through, it 
can begin paying creditors by the end 
of 1984. Under the plan, Grand Trunk 
would assume debts to the federal 
government for '140.3 million of the 
'11l4.6 million that the Milwaukee 
Road has borrowed since 1977. The 
trustees ha ve proposed payIng 
creditors almost $328 million in cash 
by the end of 1984. A total of '54.3 
million in federal loans has already 
been repaid by the Milwaukee Road, 
according to Blll Bickley, a 
spol.esman for the railroad. 

The federal government has also 
forgiven '50 million plus interest in 
loans during the years the ICC 
required the railroad to continue all 
services. Former G<>v. Richard B. 
Ogilvie of Illinois, the trustee of the 
MilwauKee Road, said the reorganiza
tion plan "satisfles Virtually all of the 
goals we set for ourselves." Ogilvie 
said the Milwaukee Road is currehUy 
preparing to payoff '22 million in 
state and local taxes. 

The Grand Trunk Corp. is the 
holding company for the American 
railroad iubsidiarie"s of CanadIan 
National. Those SUbsidiaries are the 
Midwestern lines of Grand Trunk, the 
Detroit, Toledo & Ironton Railroad 
Company and the Duluth, WInnipeg & 

Pacific Railroad Company., and its 
eastern line, Cenlrai Vermont 
Railroad Inc. , 

As this country's system' of 
privately owned railroads has shn~nk 

over the years because of financial 
problems and competition from the 
trucking and airline industries, 
Canadian National has been 
expanding. From the GO-mile route to 
Detroit from Port, Huron, it has 
acquJred more than 2,000 miles of 
track in this country. which meshes. 
with t!)e 22,158 miles it owns in 10 
Canadian provinces. . 

The expansion has been painstak. 
ing. The company, cha,iered in 1852, 
was within a few years running from 
Portland, Me., through Mo_~~.r~al and 
Toronto to Detroit. In the 1370s, when 
most of Its stockholders were British. 
the Grand Trunk Railway of Canada 
acquired the Vermont Central and, as 
a gesture toward putting its own 
stamp on the 300-mile line, changed 
its name to Central Vennont. This 
gave Canada access to the New 
~ngland <lnd New York markets. 

Next, Grand Trunk turned its 
attention to the 300-mile Michigan 
Central line from Detroit to Chicago, 
which was owned by William H. Van
derbilt. Because he' knew how 
valuable the line was to Grand Trunk, 
Vanderbilt raised prIces for 
shipments from Detroit to Chicago, 
and that persuaded Sir Henry Tyler, 
Grand Trunk's president, that Grand 
'.!'runk had to buy Michigall Central. 
After considerable wrangling, the 
sale was completed, and that line has 
ever since been Grand Trunk's most 
important one. 

During World War I, the Canadian 
railroads were nationalized, and 
afterward two systems emerged: The 
Canadian National RaHway, which 
remained government-owned, and Ule 
CanadIan Pacific Ltd., a 15,316-mile 
system with private owners. 

Robert Angus Bandeeo became 
president of Grand Trunk in 1971 and 
turned it into a profit-maker. And in 
1980, Grand Trunk bought the 

cant rd .• _•• 
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Milwaukee Road 
Purchase Fulfills 
Grand Trunk's Dream 
Concluded 

Detroit, Toledo & Ironton, thereby 
gaining access to Cincinnati, and 
revenues jwnped the next year from 
$289.9 million to $390.7 mUlion. 

Grand 'rruuk lost $22 million last 
year, maInly becaWle of tho recession 
and the slump In the auto industry. 
But the railroad expects to make a 
profit this year, according to Robert 
Walker, a vice president. 

Why does Grand Trunk think it can 
do better than the present ownership 
with the bankrupt Milwaukee Road? 
Walker cHerl the Milwaukee Road's 
"very Important strategic value." He 
said a large railroad with good 
markets like Grand Trunk Is likely to 
be more financially successful than a 
smaller one, especially given the 
mergers that have resulted from 
federal deregulation legislation 
passed in 1981. 

"Jowwg the two systems wUl give 
us access to western gateways, 
helping us compete with larger, 
newly merged systems," he said. "We 
c~n .generate significantly more 
traHlc, as much as 10 percent
more." 

Journal 

Gresham� 
Optimistic� 
On Conrail� 

Joornal 01 Commerce Slall 

WASHINGTON - It may make 
more sense for the federal govern· 
ment to keep Conrail for anolher year 
or two since il probably will become 
more attractive during a future wave 
of railroad mergers that should result 
in transcontinental systems. accord· 
ing to United States Railway Associa· 
tion Vice President Robert C. Gres· 
ham. ' 

Chicago Tribune, July 13, 1983 

Man charged in fire at depot i~ Deerfield 
Dond was set at $50,000 'fucsuny depol blaze (lnu n second firc ill U 

for a Deerfielu man who police sniil gal'nge in the 1100 bloclt of Chestnut 
confessed to setting a fire ill the SII'eet with a pockeL cigareHe light, 
suburb at the Milwaukee Rond rull er, but he gnve no motive fol' the 
road depot; causing' extensive aclion, AndcI'son said. 
damage to the structure. 

John C. McClellan, 23, was sent to He was chargccl wilh two C,;ounls or 
Lake Count)' Jail in Waukegan when arSOll. McClello.n was Hrrosted Hl the 
he was unable to post bond following police station Inle Monday nflel' he 
his appearance in L!\ke County [Ill.]. was interviewee! about the fires, ·An, 
CirCUit Court, Deerfield Police derson said. McClellull was unem
Cmdr. Patrick Anderson said, ployed and had 110 pcrmanent ad

McClellan told police he set the dl'ess, he said. 

Chicago Sun-Times 
July 13, 1983 

MILWAUKEE ROAD: De(I(J· 
lines on three of til(' rnilrond'~ debt. 
retirement programs were extended 
unW Aug. 31, Chicago ~·tillVallkl'e St. 
Paul & Pucific Hnilrood Co. soil!' 
Railroad trustee Hie hard S, Ogilvie 
said procedurnl or llw\'hnnknl dilTi· 
cultics prevented the ruilrund I"rom 
meeting il~ originlll June' 30 dl'udlinc, 

of Commerce, July 11, 1983 

At the same time, Mr. Grespam~-a atmosphere of cooperation and un· 
former member of the Interstate derslanding which leads to rational 
Commerce Commission, had crilieal decision making. 
words on how his former agency is The votes always seem to be by 
being run. either three-to-one or three-to-two 

It is inevitable that any further with the chairman on the losing side 
round of railroad mergers will result and issuing strong dissents, Mr. Gres· 
in transcontinental systems, he said, ham noted. 
and Co'nraiI"could prove the key to a This is a long way from his days on 
system connecting the west and the ICC when the late President 
northeast ports. Lyndon Johnson·told the commission· 

Though rail labor has put its offer ers over drinks that "I know you fight 
on the table, a betler price might be like cats and dogs inside the building 
obtained when another ca{rier wants but I notice that you walk in lockstep 
Conrail to create such a system, he when you, leave 12th and Constitu
said. tion." 

But Mr. Gresham expressed deep Mr. Gresham also said he expects 
concern over how the ICC and said he his successor. Commissioner Heather 
thinks commission Chairman Reese Gradison, eventually will be named to 
H. Taylor Jr. is unable to establish an head the agency. ' 
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lVlajor Railroads Poised for� 
Transcontinental Mergers� 
'Big Seven' lVIay Become Three Super Lines; 

SOlne Shippers Uneasy� 
By Douglas n. Feat;er 

..... :ullln~lOn Post ~~.rr \'Orltor 

Get ready for SuperHaiL 
Over the next decade, a combina

tion of mergers driven by intense 
cempetition between trucks and rail
1cads will result in u few-probably 
,nU!e-super railroads. Dozens of 
~;:)all branch Jines, operated by pd· 
.-ate owners or state governments, 
',;,ill provide feeder service. 

Railroad experts ill government. 
tr.-a industry and the financial world 
are in unusual agreement on that 
~nario, although most of them 
would discuss the matter unly if they 
"'-ere not identified. 

There is also substantial uneas· 
ir.;;ss-particularly among coni and 
grain shippers and their states as to 
whether deregulation of trnOlsporta· 
tion will go too far and [cave some 
sections of the country and those 
"captive" rail shippers at the mercy 
of a predatory monopoly. 

Just who will own what after the 
grent shuflle of the next few years is 
anybody'::, guess; there nrc a multi
tude of possibilities, 

"What we dun't know is who's 
going to move first," one railroad 
executive said. "But sometime in the 
next two or three years, one of the 
Big Seven is going to try llnd break 
out [of its territoryl. and then it's 
going to get very interesting." 

The Bi~ Seven is a reference to 
the major railroads remaining. There 
are now three big eastern roads: the 
Norfolk Southern (a merger of the 
Norfolk & Western and the South
ern); the CSX Corp. (a merger of the 
Chessie System and the Seaboard 
System). and Conrail, the federally 

uwned remnnnts of the Penn Central 
nnd six other northeastern lines. 

There are four big western roads: 
the I3mlington Northern (which in
cludes the old Frisco); the recently 
merged Union Pacific-Missouri Pa
cific, commonly called PncRail, the 
Southern Pacific, and the Atchison 
Topeka & Santa Fe. 

In 1981, the last full year for 
which industrywide figures nre avail
able, the Big Seven carriee! 85 per
cent of the towl revenue ton miles (a 
ton of freight carried one mile) car· 
ried by the 22 largest U.S. railroads. 

There are also several lesser roads 
in the Midwest and parts of those 
could become important links if 
eastern and western ronds merge 
and improve their connections at 
such junctions as Chicago, St. Louis 
and Kansas City. . 

If you want to play the merger 
game yourself, start hy ruling out 
two combinations, because they 
would doubtless be fOllnd anticom· 
petitive. PacRail and the Burlington 
Northern share much of the same 
territory in the Midwest and West; 
the Norfolk Southern and the CSX 
Corp. overlap throughout the South. 
east and Midwest. 

Anything else is possible. There is 
even a possibility the game could 
start right away because the federal 
government is trying to sell Conrail. 
The only known bid is from Conrail 
employes, <lnd most observers think 
tha t will he the C:lS~ for the next 
year or two becUllse Conrail's one
year record of protltability is too 
short to be called a trend. 

"As long as we remain indepen
.dent, then the [national] statos quo 

i5 preserved," L. Stanley Crane, Con
rail's chairm<ln and the former pres
id&nt of the Southern. said in a re
cent interview. "But if someone 
comes in and tries to buy the rail
road, there's going to be one hell of a 
clog fight, I expect. And the renson I 
think that's going to occur is because 
uf rhe fact that, whoever llcquires 
[Conrail! is going to have a superior 
competitive position to the others." 

Conrail still controls ,lccess to the 
uld industrial Northeast, including 
New York and Philadelphia. nnd 
still has the best" route:; between 
New York nnd Chicago and SL 
Louis. Despite the natton's southern 
migration. a lot of freight has to 
move over Conrail's tracks. 

'Thereforo, purls of Comnll would 
be highly attractive for both south. 
ern and western railroads. If it were 
possiblo to buy part,9 of Conrllil, llS 
some have advocated, the dog fight 
would already bo under wny. But 
right now, Conrail ill meeting the 
financial goals Congress has suid it 
must meet if it is to be held fOl' sllie 
in one pieco. 

The Norfolk Southern created 11 

bit of a stir in February when it an. 
nounced that it had acquired 5.0 l 
percent of the Iltock ill Santo Fe In. 
dustries Inc., which owns the Santa 
Fe. In a subsequent filing with the 
Securities and Exchange Commis
sion, the Norfolk Southern said it 
has "no present inten~ion to seek to 
acquire control" of Santa Fe Indus.' 
~~ I 

Nonetheless, it ill widely assumed 
that Norfolk Southern did not make 
that western move. just for fun, al. 
though "the map doesn't work worth 
a damn" on a merged Norfolk South. 

cont'd ... 

\. . ...--_ .... 



- 7 

Major Railroads Poised for Transcontinental Mergers - Concluded 

ern-Santa Fe system, according to 
one railroad specialist. 

The Santa Fe and the Southern 
Pacific are the smallest memhers of 
the Big Seven. They held extensive 
merger discussions themselves, but 
those talks have terminated. 

Most industry analysts inlet" 
viewed think one of those railroads 
is going to be the odd man out in the 
merger game, with the other road 
establishing an eastern link and forc
ing PacRail and the Burlington 
Northern to do the same. 

Santa Fe is regarded as being in a 
slightly stronger position to survive, 
largely because it dominates the 
market between Chicago anel hoth 
Los Angeles and San Francisco. 

But the Southern Pacific is selling 
off its Sprint communications sub· 
sidiary and will have a lot of cash. 

The reason for all this speculation 
is not just an uncontrollable urge on 
the part of railroads to merge; it is 
the way the business of ground 
freight transportation has changed 
in the era of deregulation. 

Over the past four decades, truck
ers have taken advantage of the in
terstate highway network and the 
flexibility of being able to go any
where without first laying track to 
gain substantially on the railroads. 
'rrucks carried only 10 percent of 
the intercity freight in 1940, but 22.5 
percent in 1980. Railroads dropped 
from 61 percent to 38 percent, 

'rhe railroads have started to fight 
back. They can now change fr_~i~h~ 
rates almost at wilt without havmg 
to go through u laborious hearing at 
the Inter8tate Commerce Commis
sion. They !Ire mutching or heuting 

truck rates overnight and pouring 
millions of doltars intD building up
dated "piggyback" facilities so they 
can toad truck trailers on flatcars 
and take the !ong'-halll business 
away from the trucker, 

1'0 be most effective, the rnill'Onds 
have to control a shipment from or
igin to destination. A single-line' 
shipment' does not have to pnS8 
'through a series of switching yards, 
for example. A shipment moved over 
two or more lines lISlia lIy goe3 
through at least one extra switching 
yard for each milrond, and euch trip 
through a yard costs time-usually 
several hours. Eliminate yards and 
you eliminate the tl'ucKel"g time nd· 
vantage. 

"If [ were a railrond executive," a 
government expert said, "I would 
cnll my marketing people together 
and ask them, "Where docs our trnf· 
fic go'! Then I would look at the 
map and try to buy the track," 

Joint·line shipments, which move 
over two or more railroads, have an
other problem in the dercl::lliated 
era: at least two railroads have to 
talk to each other to establish the 
freight rate, because the old univer· 
sal rate schedules on point.to·point 
shipments have been knocked in a 
cocked hat, 

But if two railroads talk to each 
other in an unregulated atmosphere 
nnd without the protection of anti
trust immunity, their attorneys get 
very nervous about possible Justice 
Department intervention, The easi
est way to uvoid unLitrust problem~ 
is to olVn the track, 

Tell years ago, 66 percent of the' 

rcvenue tons had to travel on 1Il0re 
than one railroad; now, with fewer 
mill'oads, only 37 perccnt of the tons I 
travel on more thlln ol1e railroad to 
get where they nre going. Nonethe
les~, joint. line shipments still ac
count for GO percent of revenues. 

i\ big problem for railroads i~ to 
persuade Congress that, as thcse 
mergers continue, competition will 
not suffer nml essential service will 
remain available at rensonabJe cosL 

They mgue that their real COIl1
petition comes from the trucl<ers, 
Hislory tends to support that vielV 
and tlw ICC has cited it in se'vcral 
recent decisions. Further, truckers 
r~~~l1tly have won majol' productiv
ity improvements with federal law 
now requiring states to accept on 
their highways double trailers and 
wider load~. 

Still at issue is the captive shipper 
question, There is great nervousness 
on Cnpitol Hill about two reccnt ICC 
rulings that would have been un
heard of five years ago: totnl dereg
ulaUon of rates for export coal and 
boxcar shipmel~l~, , 

If the railroad~ ure nllie to r~tuin 
thosc victories Hrter administmtivo 
and court t.csts. it will be intere~Un~ 
to see if they can both merge and 
restnlin themsefves, 

If they cannot, it would be the 
ultimate irony. It was the predatory 
monopoly railroad that hrought gov
ernmental regulntion of tmnsporl;j
Lion to thi~ nation with the creation 
of tho Inter~tate COllllllerce Com. 
mission in 1887. 

Wall Street Journal, July 13, 1983 

Richard B. Ogilvie. the railroad's trustee,Milwaukee Road Is Cleared said "some procedural or mechanical diffi· 
culties" kept creditors' acceptances fromTo Extend Debt Retirement 
being filed and approved by the previous�

CHICi\GO-Chicago. Milwaukee, St. Paul June 30 deadline. Mr. Ogilvie said the exlen·� 
& Pacific Railroad said it received court ap sion is for the railroad's defel'l'ed lax sellle·� 
proval to extend deadlincs Oil three debt re ment, personal injury and vacation-pay pro'
tirement pr()grams until i\IIK, 31. grams. 
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Des Moines Register, July 12, 1983 

End of the line? 
Tralll couductor Frank Egan, accompanIed by brakeman nently. Nebraska has adopted a requireDlent that� 
Steve Powcek, waves from thel back of an lillllois cabooses be kept on trains travellllg through the state, but� 
Central Gulf caboose as the train leaves the freight yards the BurUDgtoD Northern Railroad has sued to have the� 
on Cblcago's 'soutb side. The caboose, long a symbol uf law declared unconstitutional. The Burlington reached an� 
American raUroll.dini, may be a thing of tbe past if agreement with the United Transportation Union last� 
railroads succeed witb plans to UDCQuple cabooses perms- October allOWing cabooses to be phased out. .� 

Minneapolis Star/Tribune, July 10, 1983 

per hundredweight beglnnlng July new barley rales will sav~ shippersBN railroad to cut 17, said Mike Karl, head of the rail· 10 percent to ~5 percent from pravl
road's graIn business unit. ous slngle<ar rates. For example, rates o~ single-car the rate from Grand Forks will de
Burlington Northern's rate reduction crease 30 percent; from Fargo, 27barley shipmer:lts ls In response to heavy motor-carrler percent; from Minot, 23 percent, and 

Aqoclated Press competition In the three states, Karl from Crookston, 30 percent, Karl 
said. "We have heen watchIng the said. 

Burlington Northern Railroad said It rall market share to the Twin Cilies 
Is cutting price rates on sJngle-car gradually erOde over the past two The reductions also apply to transit 
barley slJlpments from North Dako years," he said. "Ills time to reverse service that allows carloads of bar
ta. Soulh Dakota and western Mlnne tills trend." ley to be cleaned or processed lit <In 
sola to the Twin CIties. Barley ship Intermediate polnl aDd then shipped 
pers can save an average of 25 cents Depending on origin, the rallroad's to tne TWin ClUes, ne said. 
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Wall Street Journal, July 13, 1983 

Merger Potential of Western Railroads Grows, 
Wall Street Journal 

Analysts Say, in Shadow of Huge Union Pacific July 13, 1983 

By BILL PAUL 
Some transportation analysts think rail

roads west of the Mississippi River are 
about to engage in a merger spree. "The 
game could break open this month or 
next," says Mary DeSapio. first vice presi
dent, Lehman Brothers Kuhn Loeb. 

Lines considered likely merger candi· 
dates Include: Atchison, Topeka & Santa 
Fe, a unit of santa Fe IndustrIes; Burling
ton Northern; Southern Pacific; Denver &< 
rno Gmnde; Kansas City Southern and 
MJssou I' [.Kan sas·Texas. 

Since the bull market began last Au· 
gust, railroad stocks have outperformed 
the market. The Standard &< Poor's rail avo 
erage is up 81"10 since last August, com
pared with a 54% Increase for the Standard 
& Poor's index of 500 stocks. 

What's sparking Wall Street's railroad
merger fever is the growing clout of the 
West's biggest rail· 
road, UIllon Pacific, 
UP recently merged Heard 
with Missouri Pa· 
cific and Western on the 
Pacific. forming an 
octopus'like carrier Street 
that also has fast, 
straight routes from important Midwest 
cities to the West Coast. 

The other Western railroads believe 
that UP is an "unstoppable monster," says 
one Wall Street analyst, and "that's got ev· 
eryone talking to everyone else." 

Sally Smith, railroad analyst for Alex. 
Brown & Sons in Baltimore, also sees UP's 
economies of scale driving its competitors 
to merge, and thinks that the crucial line 
to watch is Santa Fe, Miss Smith says 
Santa Fe officials have told her they aren't 
comfortable with a medium'size carrier in 
an era of long'haul railroads. (Santa Fe 
won't comment directly.) 

Santa Fe's potential merger partner has 
been the subject of intense speculation 
within the industry, and a number of offi
cials and analysts are picking Southern 
Pacific. "That's the deal everyone's watch· 
ing for," says one industry executive. 

On paper, it would make sense. By com· 
blnlng, Santa Fe and Southern Pacific 
could stop fighting one another in the far 
West and take dead aim on UP, Moreover, 
from Southern Pacific's point of view, 
merging with Santa Fe would give it a 
more direct East-West route, plus entry to 
Chicago. 

What might hold up a Santa Fe·South· 
ern Pacific merger is an apparent differ
ence of opinion within the Southern Pacific 
management suite. The railroad won't 

comment on merger rumors, but il's un
derstood there are two factions inside 
Southern Pacific's San Francisco head' 
quarters, one that favors merger and one 
that wants to go it alone against UP. And it 
Isn't clear which side will win. 
. Meanwhile, merger rumors also have 
engulfed Burlington Northern and Rio 
Grande. This idea also looks good on pa
per. It could give Burlington Northern 
greater penetration of the Rocky Mountain 
region. since Rio Grande connects with 
Burlington Northern at Denver and runs 
west to Salt Lake City, In addition, a !3ur· 
lington Northern·Rio Grande merger could 
all but make the Southern Pacific a cap
tive partner since much of Southern Pal 
clfic's traffic is Interchanged with Rio 
Grande's. Both railroads declined to com· 
ment. 

Not every analyst is convinced that Un
Ion Pacific's competitors must merge to 
fight the big carrier effectively. "When 
railroads are working together, they work 
just as smoothly as when they're merged," 
says Henry Livingston, ra[)road analyst at 
Kidder Peabody. 

But recently. some railroads, particu· 
larly Southern Pacific, ha ve been fighting 
rather than cooperating with other lines. 
They've jacked up the price for interchung' 
ing traffic and have even refused to accept 
tra[[jc from other cal'riers, all in an effort to 
convince shippers to deal exclusively with 
one line. 

[n the East. the merger game might 
seem about played ooL CSX Corp. and Nor
folk Southern Corp. appear to ha ve a lock on 
rail traffic, along with the government
owned Consolidated Rail Corp. in the North
east, But it isn't clear whether CSX and Nor' 
folk Southern have stopped buying, Neither 
line would comment. 

In fact, Hays T, Watkins. chairman of 
CSX, keeps expanding his geographical 
reach. His most recent move is the proposed 
acquisition of Texas Gas Resources Corp., 
which would give CSX a barge line into 
Texas oil fields. Some analysIs think thal 
Mr, Watkins, whose goal is a fUlly inte· 
grated transportation company, might next 
go after a railroad that also serves Texas. 
Those that fit the bill include Southern Pa
cific and Kansas City Southern, which de' 
clined to comment. 

Meanwhile, Norfolk Southerll is casting a 
watchful eye on federal plans to sell Con
rail. Conrail's unions want it for $500 mi!
lion, a price Washington may think is (00 
low. If another carrier makes an offer, that 
could lock Norfolk Southern' out of the 
Northeast and force it to seek other markets 
in the West. some analysts believe. 

GArrT Panel Declares 
Canadian InvestIl1ent 
Provision to Be Illegal 

UI/a WAl.l. S""<I':W" JOUllNAI, ~l~JJ((~IJ()I'("" 

WASHINGTON-An intel'llational tr;llll' 
panel has declared illegal a Canadian re· 
quirement that U,S. companies invl'slinl; in 
Canada buy a ccrtain percentage of (ltl'i!" 
supplies froll1 Canadian producers, 

The ruling, Wllich followed aU,S. COIl1' 

plaint that the Canadian requirements were 
unfaIr, was issued by a panel of the Geneva
based General Agreement on Tariffs and 
Trade, the 8S·country compact that sets and 
enforces the rules for international trade, 

Canada is expected to appeal the ruling 
to the GATT Council, a broader policy-mak
ing" group, but the outcome isn't certain, 

The decision amounted to a major vic' 
tory for the U,S., which had protested that 
the policies imposed by Canada's Foreign 
Investment Review Ag"ency violated GATT 
rules. The U,S. and Canada havc been 
squabbling" over tile iS~lle since the early 
t970s. 

The Canadian requirement is similar lo 
various "[ocal'COlllelll" provisiolls that have 
been proposed by the Uuiled Auto WorkeL's 
union in the U,S, to protect the American 
auto industry from foreign competition. The 
U.S, local'content bill passed the House last 
year, but became bogged down in the Sen' 
ate. 

The panel asked Canada to alter tile reo 
quirements by 1985. Canada had contended 
that the requirements were needed to foster 
the growth of Canadian industry, 

The GATT pallel left untouched a com· 
panion requirement ordering foreign compa
nies thal establish facilities In Canada to ex· 
port a certain proportion of the products 
they produce, The panel said it conldn't find 
any existing" GATT rules that the practice 
would violate. 



- 10 

Cedar Rapids Press-Gazette, July 13, 1983 

Railroads claim diesel tax unlawful 
DES MOINES (AP) - A 2-year-old Iowa tax But attorneys for the railroad companies 

on diesel fuel used by railroads unfairly singles argued that the tax is unconstitutional because it 
out those firms and should be stricken, the Iowa treats Tailroads differently than other businesses. 
Supre~e Court was told Tuesday. In addition, the lawyers argued, the state is 

But attorneys for the state said lawmakers taxing'the railroads in order to aid competitive 
were within their rights in Imposing the tax. rail lines. 

That came as the court heard arguments in a But attorneys for the state said the tax applies suit filed by several railroad companies challeng to all railroads, even the ones which filed theing the constitutionality of the law, which was suit. "The can make application and get theapproved in a special legislative session in money themselves," said Harry Griger. August 1981. 
At stake in the case is millions of dollars the 

state wants to earmark Cor ,the renovation of 
decaying, rail Iil,le in the state. In the measure, 
lawm~ers slapped an 8-cent per gallon tax on 
diesel fuel used by railroads, with the money 
going to upgrade rail lines. 

Les Holland, head of the Iowa Department of 
Transportation Rail Division, said Tuesday the 
tax generates about $8 million to $10 million per 
year. 

Green Bay Press-Gazette, JUly 12, 1983 

Michigan asks bids� 
on, tug-barge system� 

LANSING, Mich. (AP) -:The state are about' 85 percent flI1ished, state� 
is asking'more than two dozen water Transportation Department officials� 
transportation ,companies to submit say. '� 
proposals by Aug. 15 if they want to UPSCO's ori'ginal contract with the� 
buy a beleagured Lake Michigan tug· state called for a system costing $33.5� 
boat·barge system. million. That estimate swelled to $44� 

"We are primarily interested in out· million, and UPSCO says it will take 
right sale of the system, but (the De about $65 million to flI1ish the tug nn~
 
partment of Transportation) is inter· four barges.� 
ested in any proposal that will secure Pitz said the state is inviting propo�
industrial development 'in the Ontona· sals for purchase of the tug·barge sys.� 
gon area now and in the future," de tem either in its present condition or� 
partment Director James Pitz said upon completion of the tug and fust� 
Monday. ' barge. 

'fhe state-financed tug·barge proj The tug/barge system had been pro·� 
ect was shut down a year ago, idling posed II.'! a transportation means to pro�
more than 350 workers, in a dispute be vide ferry service across Lake Michigan.� 
tween UPSCO and the state. Ludinginton and Kewaunee, Wis., were� 

About $41 million has been paid by the primary ports being considered for� 
the state, and the tug and first barge the operations.� 

1-
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Journal of Commerce, July 6, 1983 

Rail Retirell1ent --Not an� 

Industry Subsidy 
By WILLIAM H. DEMPSEY 

Is the Railroad Retirement Sys
tem a subsidy to the railroad indus· 
try? Is the Social Security System a 
subsidy to other industries? 

It is impossible to ask the first 
question without asking the second. 
For the two systems are directly 
analagous. Each requires participa
tion by employees and employers. 
Agencies of the federal government 
administer both systems. Benefit lev
els and taxes for the two systems are 
set by Congress. And it Is the covered 
employees who are the geneficiaries 
of both systems and not the industries 
which employ them. 

The fact is that Railroad Retire
ment and Social Security are in 
trouble now - and for many of the 
same reasons. Congress has tied 
benefit levels of both systems .to 
inflation rates rather than payroll tax 
rates. And both systems face a bulge 
in the nwnber of beneficiaries over 
the nwnber of currently employed 
WOrkers. 

Congress recently enacted 
changes in Social Security to shore up 
that system. Similar changes 
including tax increases of more than 
30 percent to be paid by railroads 
are proposed to restore long-term 
financial soundness to the Railroad 
Retirement System. 

To detennine whether either sys
tem subsidizes the covered industries, 
it is necessary tp take a look at the 
long-tenn relationships hetween the 
two government-controlled systems. 

Railroad Retirement predates s0
cial security. Historically, railroad· 
ers have received higher benefits 
than Social Security participants but 
likewise have paid significantly high· 
~!" ~ayroll ta.lI:es. 

But even without those higher 
benefits, Railroad Retirement would 
be a more expensive system as it 
covers a single industry experiencing 
declining employment. Social Securi
ty . is a pooled-risk plan in which 
declines in anyone covered Industry 
are offset by employment gains in 
others. 

To place Social Security in the 
same financial position It would have 
been in had a separate Railroad 
Retirement System not exis4ld, Con
gress enacted a financiallnterchange 
between the systems in 1951. The 
interchange works this way: 

The Railroad RetIrement System 
annually pays to Social Securlly the 
taxes which would have been contrib
uted by rail workers and their em
ployers had they instead been cov
ered by Social Security. 

Social security then pays to Ra'u
road Retirement the benefits which 
would bave gone to railroad benefi
ciaries had they instead been covered 
by Social Security. The Railroad 
Retirement System merely acts as a 
collection agents and paymaster for 
the Social security System. 

All additional benefits available 
under Railroad Retirement are paid 
for - and always have been 
entirely by the Railroad Retirement 
System. . . 

Finandal interchange was re
troactive to 1937. Until 1957,1 Social 
Security gained a net benefit of 
almost $500 million. By 1958, tbe 
combination of fewer railroad work
ers and mOre beneficiaries tilted - as 
was expected - the interchange in 
favor of Railroad Retirement. By 
2005, the balance against will tilt In 
favor of Soclal Security. 

Does t.his constitute a subsidy? 
Does SOcial Security now subsidize 
Railroad Retirement: Old Rallroad 
Retirement earlier subsidize Social 
Security? Will it again subsidize 
Social Security? 

There is no subsidy at aiL Finan. 
cial interchange simply mirrors the 
changing employment and beneficia
ry levels periodically occurring 
among all the industries within !.be 
Socla! Security System. 

But wl1at about the so-called Wind
fall bepe.fits enjoyed by some Ral!· 
road Retirement beneficiaries? 
Doesn't this constitute a subsidy to 
the railroad indUStry? ' 

Emphatically no. For the "wind
fall" benefits - that Is, the collection 
of dual Social Security benefits from 

both Railroad Retiremenl and Socinl 
Security in an nmount greater Ulan 
could have been earned under either 
system alone - results not from a 
beneficiary's railroad employment 
but rather from his other employ
ment in an industry covered by Social 
Security. 

In fact, until 1973 the entire cost of 
this windfall was borne by the Rail
road Retirement System despite the 
fact lbat the windfall was caused by 
non-railroad employment and despite 
lbe fact that the Railroad Retirement 
System retalned none - repeat, none 
- of the Social Security payroll 
taxes. 

By 1973, this quirk in the law had 
cost the Railroad Retirement System 
$4 billion. Congress declined to fully 
eliminate dual Social Security bell
eIits, opting inst~d for a gradual 
phase-out. 

It was seen as inequitable to deny 
the extra benefits to those already 
receiving them or eligible for them. 
But since it was clear that the costly 
windfalls came about because of an 
anomaiJ'in the law - from employ
ment haVing no relevance to the 
railroad industry - Congress agreed 
to fund the phase-,out from the 
General Treasury. 

It is now alleged that the cost of 
the phase-out represents a subsidy to 
!.be railroad industry. But bow can a 
payment covering dual Social &x:uri· 
ty benefits obtained through non
railroad employment be a subsidy to 
the railroad Industry? 

One could conversely argue that 
!.be Railroad Retirement System has 
been subsidizing the Social Security 
System through payment of these 
windfa.l\s.. 

Indeed, even after solemnly pledg· 
ing to fun<! the dual Social Security 
benefit' phase-<lut program, Congres$ 
failed to appropriate sufficient 
amounts - leaving the Railroad 
Retirement System stuck for $2 
billion !Ilore subsequent to 1974. 

Today, the railroads pay some ~9 

percent in payroll taxes monthly to 
fund the separate Railroad Retire
ment System, while railroad em

cont' d. __ 
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ployees pay almost 9 percent - and 
both face heIty payt'oll tax increases 
to keep the Railroad Retirement 
System solvent. C<lmpare Ulls to the 
6.7 percent monthly payroll tax faced 
by employers and workers covered 
by Social Security. 

Railroads and their employees 
bave consistently maintained Ule fi
nancial integrlly of Uleir separate 
Rallroad Retirement System. There 
has not been a public subsidy of any 
sort which has benefited either Ule 
Railroad Retirement System or the 
railroad industry. 

Journal of Commerce 
June 28, 1983 

Slurry Dill Predicted 
To Pass, ilut j~ot Soon 

Journal 01 Commerco 51all 

A coal slurry pipeline bill will 
"eventually" be passed by Congress, 
but don't look for one this session, 
executives of Conoco Inc. said Mon
day. 

Conoco chairman Ralph E. Bailey 
told reporters that "the opposition 
has weakened over the years." 

However, Conoco executive vice 
president Samuel Schwartz said he 
didn't think the legi1:ilation wOlild pass 
this year. "Congress is too jammed up 
with other important legislation. 
They're running so late on every
thing." 

The Conoco executives spoke at a 
press luncheon in New York. 

Journal of Commerce, June 30, 1983 

CSX Moves a Step Closer� 
To Total Intermodalism� 

By GEOFF SUNDSTROM� 
Journal 01 Commerce SUlM� 

WASHINGTON - CSX Corp. 
moved a :ltep closer to becoming ~he 

nation's first total intermodal trans
portation company when Ule Inter
state Commerce Commission dis
missed a petition designed to block 
CSX's acquisition of Texas Gas Re
sources Corp. . 

The effort to stop the takegver was 
brought by the Water' Transport 
Associatio~ which opposed the corpo
ration's partlcipation in American 
Commercial Lines Inc., a water 
carrier subsidiary of Texas Gas. 

CSX controls two railroads, a 
trucking company, and an aircraft 
maintenance and services business. It 
also has expressed'lnterest, in, build
ing coal slurry pipelines using corpo
ratlKlwned rights of way. 

U approved, the purchase of Texas 
Gas would add to the CSX combina

tion a natural gas pipeline as well as 
a barge company. 

The ICC decision was tile second 
big break in a week for the proposed 
merger. It followed a settlement last 
week of the bidding war between CSX 
and Coastal Corp. for Te:x:a~ Gas. 

Coastal, a natural gas pipeline 
CQmpany also involved in oil and gas 
production and exploration, accepted 
a CSX peace payment of reportedly 
$18 million and agreed not to pur
chase Texas Gas shares for five years 
and to drop litigaUon against botb 
Texas Gas and ~~ 

The Justice Department had indi
cated C3I'Jier Ulat it would not oppose 
either the CSX or tbe Coastal bid to 
acquire Texas Gas. 

The gual of intermodalownership, 
favored in some quarters of' the 
Interstate Commerce Commission, 

which must ultimately approve the 
deal, is to offer efficient "one-step" 
transportation services for shippen;. 
The shipper will only have to deal 
with one company resulting in cost 
and lime saving opportunities. 

But the one-step service for ship
pers is not favored by many motor 
and water carriers who 'fear a rein
carnation of the railroad robber
barons who once controlled far more 
than the nation's transportation net
work. 

Shi ppers too are concerned. 
National Industrial Transportation 
League Vice Pre1:iident James Bar
tley said his organization would 
prefer to retain "compeliti ve bal· 
ance" among a variety of carriers. 

But, it is expected that all ICC 
victory for CSX will trigger similar 
moves by olher big railroads. 
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Newsweek, July 4, 1983 

Frolll Mainline to Pipeline� 
W hen the Chessie Syslem und Seilbourd 

Coust Line Rullroud merged in IC,80, 
they culled lheir new purent compuny CSX 
Corp.-"C" for Chessie, "S" for Seaboard 
and "X" forlhemultiplicationsign; CSX, ilS 
founders d\,.'c1ared, wus going to equul mon: 
thall the sum of two (lid E<!slern ruilrouds 
with mediocre growth re4:ords. Lusl week 
CSX seemed to be making good on its boast, 
outmaneuvering Coastal Corp. for control 
oITexll.li Gas Rcsources Corp. What's more, 
unlike many a recent takeovcr, the s: 1.1 
billion acquisilion fils neutly into CSX's 
long-term strategy of building a transporta
tion and natural-resources empire. If the 
government goes along with it, the deal will 
let CSX join un illiulld-waterwuys barge lim: 
to jw; ruil und tru4:kill~ holdings. More im· 
portant, CSX gelS into the natural-gas pipe
line and production business-nnd all ul 
Whul4:oul<l be u burlluin price. 

CSX mude its movt: with high speed. II 
had previously discussed a mergerwilh Tex
as G~SX chairman Hays T. Watkins 
and Tt:xusGas chairman Dennis R. Hendrix 
are old frien<ls-wilhout result. Ilut when 
Coustallllade a sudden, ullfricndly bi<l for 
Texas Gas in carly June,lhe target company 
knew where to find its while knight. Iniliul· 
Iy, both bidders olI'ered "bh:nds" of cash 
and securitiesforTexasGasstock. But when 
CSX, backed by $8.1 billion in ussets, of· 
feredcash foralltheshareslasl week, Coast
al,already heavily loaded with debt, conced
ed. It was 1101 u 10lui roul: Tcxus GUi' ugreed 
to puy Coaslal $1 B million to COver its 
"costs," and the company will makeaprofil 
of $8.4 million on the Texas Gas shares it 
tenders to CSX. "Sometimes it's beller to 
settle on a gCllllenlunly busis thun 10 contin
ue u butlll:," suid Peter Slusscr, hcud of the 

mergers und acquisitions deparlmelll al 
myth Euslman Paine Webber, Coustal's 
takeover adviscr. 

Analysts generally applauded CSX's 
diversificution step. If the Interstate 
Commerce Commission allows i tlO m.:quire 
Te;llUS Gas's barge busim:ss-whieh would 
be illcguJ withoul u specil1c ICC waiver
CSX could get a big jump in lhe competi
tion to provide customers with "one stop" 
shipping. In that cuse, industry sources 
predict, rivul ruilrouds will set olf on il 
barge-a4:quisitioll spree thaL willifansform 
the waler-currier business. 

KJcker: CSX ulrcudy hus II big interest in 
natural resources: it owns I.J billion tons of 
eoul reserves, lind eouillecounls for about 
J5 pl:r4:elll of its rail reveIIU\,.'S. The ucqui
sition makes the company the carrier of 
another importunl fuel. Texas Gus's nutu
raJ-g.ls pipelillC will provide CSX with sub
slulltial cash now und steady ifunspectucu
lar earnings. The kicker could be Texus 
Gas's oil- and gas-pro<luclion business. 
Both fuels arc in oversupply toduy, but most 
price regulat iom; Oil Iwl lira] gas e;llpire in 
I'J~5, und if I he demund I'llI' ~as lind oil in 
coming years even upprouches l'ormer lev
els, CSX could reap a bOililllt.a of profit. 

Diversification also has its risks, howev
er. With deregulation. the prospects for ruil
roads are better than they have bet:n in 
decades, and a slow-moving natural-re
sources business might Il<.:luully hold the 
company back in the mOllths ahcad. Uut 
CSX carns high murks from the experts for 
devising a sensible long-term strulegy-and 
for executing il wilh gusto. 

Chicago Association of Commerce and Industry 
Transportation Comments, June 24, 1983 

SENATE BILL TO SUBSTITUTE DIESEL DIFFEREN'l'IAL FOR TRUCK USER FEE: 
S. 1475, Highway Use Tax Equalization Act of 1983, was introduced June 15 
by Senator Malcolm Wallop (R-Wyo). The bill, similar in most respects to 
H.R. 2124, proposes to amend the Surface Transportation Assistance Act of 
1982 by replacing the user fees on heavy trucks with an additional tax 
on diesel fuel. The Senate bill would add 3¢ to the diesel fuel tax on 
July 1, 1983 and 2¢ more on July 1, 1984. The House measure mandates the 
same increases on April 1, 1983 and April 1, 1984, respectively (1794-2). 

\---- --- _. 
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Shippers Want Total Distribution Service� 
Journal 01 Comn:>9/C9 Slall 

WHITE SULPHUR SPRINGS, 
W.V. - CSX Inc. chairman Hays T. 
Watkins, whose firm wants to merge 
the nation's largest railroad and 
barge line, feels that "an increasing 
number of shippers are looking for 
single responsibinty, door-to-door 
transportation service." I/O . 

In remarks prepared for delivery 
to the Railroad Public. Relations 
Association meeting here, Mr. Wat· 
kins said "the transportation buyer of 
yesterday is becoming. the total dis
tribution manager of tomorrow 
with increasing sophistication, in· 
creasing responsibility and increas
ing influence." 

''They are interested in total dis
'tribution and not just the line-haul 
rate," said Mr. Watkins. 

CSX Inc., which owns the Chessie 
System and Seab;oard System Rail
roads, has announced merger plans 
with Texas Gas Resources Co., owner 

of American Commercial Barge 
Lines. 

If the Interstate Commerce Com
mission approves an application to 
combine the two firms, it would 
create the largest intermooal com· 
pany in dollar volume in the country, 

Rail and barge revenues for the 
finns 'can be combined to total more 
than $5 billio~ in 1982. 

In addition t9 rail and barge 
service, CSX would be offering truck
ing service, though it is only in 
conjunction with rail movements at 
this poinL 

Texas Gas has a trucking subsidi· 
ary which it has been reported to be 
divesting. 

"We are no longer just railroads 
but total distribution systems," Mr. 
Watkins said. "Today we can 'pack
age' transportation prodUCts in many 
different combina tions of speed, 
price, ~uipment and other variables 

tailored to the specific needs of each 
customer." 

"Railroads can - and are 
getting into related lines of business 
like trucking, warehousing and bulk 
distribution," he added. 

Railroads must look at their ser
vices as vital links in the production 
and marketing processes of their 
shippers, Mr. Watkins said. 

''The dnys of 'operating' a railroad 
are over, even though reliable and 
e!!icient operations remain absolute
ly vila!. But we have moved on to an 
era where creation and marketing of 
specific transportation products is 
now front-line activity."

Success in the new environment, 
Mr. Watkins proposed, will entnil 
strengthening Hna ncial discipli ne 
prompted by the recession, making 
management more risk-oriented, 
fashioning of specific solutions to 
specific transportation problems and 
intensifying of intermodal competi
tion. 

Wall Street Journal, June 27, 1983 

.Teamsters ChiefOffers Planto ReducePay 
OfUnion Drivers Hauling Full Truckloads 

By RoB~ s. G,U:I::NUI::RGlOR 
SlQ/J RepoT/eT oj Till' WA...... STH ,;>;-r J OUIlNM. 

WASHINGTON-The Teamsters union's 
president has proposed wage concessions to 
the trucking industry that would cut the pay 
of union drivers who haul full truckloads oC 
merchandise. 

The union's chief, Jackie Presser, made 
the offer to reopen the national contract 
with the industry several weeks ago in an ef· 
fort to win back fujI-truckload business for 
union drivers, according to one industry ob
server. These drivers account for a high 
percentage of the roughly 33% unemploy
ment rate among Teamsters covered by the 
national pact. 

Because full truckload hauling doesn't re
quire warehousing or extra handling, indi
vidual, nonunion drivers have cut prices 
sharply and taken the vast majority of this 
work away from the major trucking compa· 
nies that employ what are classified as 
"over-the-road" drivers. 

Under the union's master freight agree
ment, over·the-road drivers are paid about 
32 cents a mile when on the road and about 
$13.23 an hour when they are on the job but 
not driving. In a series of recent private 

meetings with representatives of TrucklJl~ 
Management Inc., the Industry's bargaining 
arm, Mr. Presser offered to cut these rates 
to 22 cents a mile and Sll an hour. 

However, according to the industry 
source, the industry had been made a beller 
tentative offer several months ago by Mr. 
Presser's predecessor Roy Williams. The ob· 
server says Mr. Williams offered to slash 
the truckload rates to 16 cents a mile and $7 
an hour. The observer said that this would 
have made the rates extremely competitive 
with the nonunion drivers. But the proposal 
was never acted on because Mr. Williams 
became entangled in his legal fight against 
charges of attempting to bribe a U.S. sena· 
tor. Mr. Williams was found guilty and reo 
signed as union president in April to stay out 
of prison while he appeals. 

. Industry officials wouldn't comment on 
the details of the talks. A spokeswoman 
would say only that "the climate was good" 
and discussions were continuing. A Team
sters spokesman also wouldn't provide de· 
tails, but said: "These talks are very infor
mal. They're a continuing thing," 

According to the industry observer, Mr. 
Presser's less·generous offer caught (he in· 
dustry by surprise. Mr. Presser, previously 
the union's top official in Ohio, has a repllta· 

tion for being willing lo work closely with 
companies to help them ll'y to overcome 
economic difficullies. Last year, Mr. 
Presser proposed overall wa~e concessions 
for Ohio trucking companies, but Mr. WII· 
liams rejected the plan. , 

It is also understood that Mr. Pre~ser 
added restrictions so thaI companies run· 
ning both union and nonunion operations 
wouldn't be eligible for the reduced rales he 
proposed. "The offer certainly was a lot 
stricter than people had expected," the in
dustry observer said. 

Moreover, Mr. Presser thus far hasn't 
mentioned an overall reopening oC the mas· 
ter freight agreement. Last December, the 
industry requested a meeting to discuss gen
eral concessions, The union rejecled thaI reo 
quest In February. The Industry says it 
needs assistance because it is caught in a fi· 
nancial squeeze as a result of the recent. 
steep recession and because trucking dereg· 
ulation has increased competition. 

In March 1982, the Teamsters approved a 
37-month national labor agreement granting 
major concessions on wages and work rules 
to the troubled trucking industry. The indus
try, however, asserts thal il needs further 
assistance. 
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Trucking Decontrol FoeUB Critiqued� 
By DAVID M. CAWTHORNE� 

Journal 0' Commerce S\all� 

WASHINGTON - Although it may 
~ke a couple of years, the trucking 
mdustry eventually will favor elimi
nation of most of the Intersta te 
Commerce Commission's remaining 
controls over the industry, according 
to the outgOing executive director of 
the Contract Carrier Conference, 
Thomas A. Callaghan Jr. 

But the administration's push for 
total elimination of the industry's 
immunity from antitrust laws, which 
permits carriers to meet and set 
freight rates, is focusing on a matter 
of diminishing importance given the 
new regulatory and e~onomic envi
ronment, he said in a wide-ranging 
interview at his offices here. 

It probably would be in the indus. 
try's best interests to push for'major 
reductions in the amount of paper
work it must file in' order to operate, 
Mr. Callaghan said, instead of talking 
about going back to the good old days 
of strict rate and entry controls. 

Rather than pushing for immedi
ate legislation removing the last 
vestiges of government controls over 
tne industry, it might be more fruitful 
to allow the carriers to operate under 
the Motor Carrier Act of 1980 for the 
next two or three years, he said. 

That probably would result in a 
growing consensus for more regulato

ry reform within the industry, Mr, 
Callaghan predicted, though he sees 
little chance of reducing govern
ment's role in the safety area. 

It also makes little sense for a 
strong drive for another round of 
legislative deregulation since impedi
ments imposed by the Intersta te 
Commerce Commission arc far less 
severe than they wcre just a few 
years ago. 

It makes even less sense to launch 
a major campaign for eliminating the 
industry's antitrust immunity, he 
added, contending that in the current 
regulatory environment the issue is 
"much ado about nothing." 
. Rate bureaus definitely carried a 

lot of clout during the days when 
rates and entry were tightly con
trolled, but easier entry is starting to 
erode their power over rates charged 
by the industry. 

"Shippers have far more freedom 
to pick and choose the carriers they 
use," he said, "which means they are 
no longer captive to one or two 
carriers." 

Mr. Callaghan said hc thought 
former Senator Howard Cannon's 
conclusion that the ratemaking bu
reau system will dwindle in impor
tance as the regulatory scheme 
changed probably is right on target. 

The former Nevada Democrat 
made this argument when he was a 
member of the statutory commission 

createu to stuuy whether the indus
try's antitrust immunity should be 
continued. 

Despite industry complaints that 
the ICC's implementation of the 
motor carrier act goes far beyonu 
congressional intent, Mr. Call<lghan 
thinks the agency has been fair in its 
rule-makings. 

He cited as an example the com· 
mission's decision to eliminate re
quirements that the contract carriers 
file tariffs at the agency. 

Since the contr<lct is between two 
private parties, he said, it makes 
little sense to have its provision~ 
made public. 

It probably will be in the trucker's 
interest to come up with an agcnda of 
items that it wants goverment action 
on, he added. 

They include a nationwide license 
plate for interstate carriers and 
federal pre-emption of a state's right 
to tax truckers. , . 

Another possibility, Mr. Callaghan 
said, is to usc some money from 
general revenues to finance highway 
or bridge construction anu mainte
nance projects. 

Lawyers don't pay for courthouses, 
and ports don't finance the entire cost 
of dredging projects, so it makes little 
sense that truckers have to pay for 
the entire cost of the nation's highway 
system. 

Chicago Association of Commerce and Industry 
Transportation Comments, June 24, 1983 

EARLY-FILED SUITS CHALLENGING BOXCAR EXEMPTION REJECTED: The U.S. 
Court of Appe~ls.fo~ the District of Columbia granted the Interstate 
Commerce comm~~s~on s. and the; federal government I s motion s eel~ing dismis
sal of early~f~~ed su~ts aga~nst the ICCls decision to exempt railroad 
boxcar traff~c 1n ~x Parte No. 346 (Sub, No. B), Exemption from Regula
tion--Boxcar Traff~c•. The court deci~ed that parties filing the suit in 
Case NO: 8~-1~37~ Amer~can Paper Inst~tute, Inc. ( v. USA and ICC (1794-4)
~acked ~ur~s~~ct~on.because ~he action was initiated before the commissio~ 
~8sued 1t~ f~~al pr~nted dec~sion. The deadline for filing petitions for 
court reV1ew ~s July 1. 
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Proposed barge tax boost� 
seen hurting farm income� 
By GEORGE ANTHAN 
ot 'hie R.,."." w.1IlIn9!on Bu....'" 

WASHINGTON, D.C. - The 
Reagan administratioD has asked 
Congress to approve a major Increase 
in f~eral barge taxes, a move the 
government says would hurt fann 
income in Iowa and six otner grain 
exporting states. 

The administration is proposing a 
weight and mileage tax on barge 
traffic USini inland waterways. The 
Intent is to rec1)ver 70 percent of the 
nOO million annual cost of operating 
and maintaining rivers, canals, locks, 
.dams and other faclllUes. 

For the upcoming fiscal year, such 
a goal would require a tax of about a 
tenth of a cent per ton-inlle. Thai 
would mean a fuel tax of from 26 
cents to 37 cents a iallon, according 
to waterways industry officials. 

The barge industry now pays a fuel 
tax of 6 cents per gallon, with the rate 
sch~uled-to go to 8 cents on Oct. 1. 
Officials said the ton-mile tax would 
be in addition to the CUITellt fuel tax. 
Farmers Would Pay 

The departments of transportation 
and agriculture have reported that 
much of the cost of new federal barge 
fees would be paid by farmers who, 
unlike many other commercial 
shippers, can't Increase their prices 
to cover added expenses. 

The Department of TransportaUon 
has estimated that under a "worst· 
case scenario," in wWch farmers pay 
100 percent of the new federal barge 
feilS through lower commodity prices, 
farm income in Iowa would be cui by 
$12.8 million a year. The agency said 
farmers in Illinois would lose $35.5 
million a yeal'; 10- Minnesota, $15.7 
million ~~ ye~J; in Missouri,_~$5.7 
million a year, and in Wisconsin, $2.7 
million a year. • 

At the same time, though, the 
agency said farmers and grain 
shippers with easy access to a major 

1

waterway - such as the Mississippi 
River - long have enjoy~ a com
-;>eutive advantage over farmers who 
nave had to rely on railroads to move 
commodities. 

Alice Rivlin, director of the Con·"' 
gressional Budget Office, said Inl,md" 
waterways now receive the largest': 
subsidies of any mode of freight 
transportatioD. : 

"Correct Distortions" 
She sal-d charging waterway users 

higher federal fees "would not neces
sarily put waterborne transportatlon 
at a disadvaDtage relative to other 
modes. Rather, they would help 
correct ihe distortions created by 
current subsidies." 

The proposal is Important In Iowa, 
USDA officials said, because 54 
percent of the state's corn exports 
and 46 percent of its soybean exports 
are mom on barges. Farmers in the 
east~rn one-third of Iowa generally 
depend on transporting grain to the 
Mississippi River for shipment by 
barge to Gulf of Mexico ports. 

USDA and DOT researchers ac
knowl~ged that under the current 
system of barge user fees, the:;e 
farmers and others with acc~ to 
inland ~aierways have enjoyed 
higher farm prices ?ecause of the 
low-cost transportation. 

'The DOT repot;t says grain shippers 
in" ~he Mississippi River basin "have 
enjoy~ a definite benefit in lower 
shipping costs, because the general 
taxpayer has been covering part of 
those costs for them. Those that have 
gained the most from this support 
have the most to lose by its withdraw
al. At some distance from the river, 
the negative effect on grain shippers 
begins to diminish." 

The report says increased barge 

charges "may improve the competi
tive position of western Iowa or South 
Dakota growers relative to eastern 
Iowa or Illinois River growers.... 
This simply means that areas close to 
the river might send a somewhat 
lower percentage of their production 
to world markets while areas farther 
from the river with good rail access 
to ports might send a somewhat 
higher percen~Ee of their production 
to world markets." 

Farm Interests are especially 
concerned because the administration 
is seeking to boost barge user fees 
through a ton-mile tax rather than 
through an increase in the fuel levy. 

U.S. Wheat Associates, a market 
development group, contends that 
since grain movements on the major 
waterways are much longer than"the 
distance many other commodities are 
transported, agricultural shippers 
would be hit harder. 

Harry Cook, president of the 
National Waterways Conference said 
the fees proposed by the ad~i.llis
tratin would "stifle the flow of 
commerce, choke off interior regions 
and further burden hard-pressed 
smokestack industries." 

He said that the economic recession 
and the drop in grain exports have 
slowed barge traffic on the 
waterways and that many companies 
would go out of business under any 
big increase in fees. 
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Taylor Endorses Intermodalism� 
By RIPLEY WATSON 3rd 

foumal 01 Comme,C4l Slall 

WHITE SULPHUR SPRINGS, 
W.V. - Reese H. Taylor, chairman of 
the Interstate Commerce Commis
sion, is hinting he is favorably, dis
posed toward a proposal to let 
railroads acquire existing motor car· 
riers. 

While not stating specifically that 
he would vote for such a proposal, Mr. 
Taylor endorsed intermodalism and 
told members of the Railroad Public 
Relations Associatlon that he be
lieved the commission would rule on 
the issue within 30 days. ' 

"Intermodalism will sooner or 
later become a fact of life," he told 
the group Friday, calling the concept 
"the overall objective down the 
road." 

The chairman also noted that a bill 
removing all restrictions on cross
modal ownership has been proposed 
to the Senate by Robert Packwood, R· 
Ore. 

If the commission chooses to 
approve the acquisition of indepen
dent motor carriers by railroads, it 
would be the first decision approving 
the concept across ownership lines. 

Earlier this year, the commission 
issued a decision widening the operat
ing scope of trucking companies 
~tarted by railroads. 

Mr. Taylor said there also would 
be a decision soon on a proposal by 
CSX Inc., which owns two of ,the 
nation's largest railroads, to operate 
American Commercial Barge Lines, 
a subsidiary of Texas Gas Resources. 

Co. Texas Gas and CSX are attempt
ing to merge. . 

For the time being, CSX and Texas 
Gas have asked the commission to 
approve the placing of the barge line, 
also one of the largest in the country, 
into a voting trust until the merger is 
approved. 

Previous moves by railroads to 
expand into other modes have been 
subjected to· questions about the 
antitrust implications of such actions. 

While not making specific state
ments about future decisIons, he 
reiterated his criticism of majority 
opinions in which the commission 
deregulated boxcar shipments and 
rail rates on export coal shipments. 

He called tpe export coal decision 
"an' engraved invitation to reregula
tion," noting the strong opposition the 
vote had received from the coal 
industry and from various interna
tional sources. 

At the same time, he added that he 
felt such exemptions "present ,a 
gravely serious potential for regula
tory backlash:' . 

Mr. Taylor said he felt that with 
the exception of those tW\l decisions, 
he felt the commission had been 
acting correctly in responding to 
railroad industry rate exemption re
quests. 

Mr. Taylor contended that the coal 
decision violated the intent of the 
Staggers Act of ,1980 to protect 
captive shippers, which Mr. Taylor 
says applies to 95 percent of coal 
movements. ' 

He said much of the public reac
tion was tied to the perception that 

the commission had let the railroads 
loose on the coal rate issue. 

However, he said railrroads think 
of coal as "the goose that laid 'the 
golden egg" and wouldn't take any 
action on coal rates that would hurt 
the carriers. 

The decision on boxcars was 
fla,wed, he said, as evidenced by the 
overwhelming opposition of railroads 
to the proposal approved in Marcil. 

He suggested, though, that the 
exemption process which was also 
extended this spring to include cer
tain agricultural products was being 
studied by the commission in other 
areas now. The two he named were 
frozen food Shipments and "some 
manufactured 'goods:' 

He predicted an uphill battle for 
administration transportation legis
lation on Capitol Hill this year. That 
legislation is expected to include 
further deregulation of motor car
riers of property and the possible end 
to collective rate-making immunity 
from antitrust laws. 

He also defended a "gradual" 
policy in deregulation decisions and 
proposed that the way to approaCh 
the problem wasn't through correc

'tive legislation. The answer, he said, 
"is a responsible commission." 

The statement by the chairman 
appeared to be another indication of 
the dif{erences Mr. Taylor reportedly 
has had with some of his fellow 
commissioners, 

At one point during the speech, he 
backed up. his policy of gradualism by 
saying "any clown can come in of{ the 
street and burn the building down." 

r-- -
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Ferry near capacity on arrival� 
at Kewaunee� 

By AL BERKEY 
S~lol 10 the Prns-Gazelle 

KEWAUNEE -A near
capacity load of passengers 
and 'automobiles marked the 
first, trip of the car ferry, 
TIi~' City of Midland, ~ it 
arrived at Kewaunee early 
Friday afternoon UJld~r the 
new:ownership of the Michi· 
gan:WlSConain Transporta
tion Co. 

./ . 
!,\pproximately 500 pas

sengers and 150 Ilutomobil~ 
were aboard for the trip 
,from, Ludington, Mich. . 

Co-owners of the new 
company, Glen Bowden, 
president, and George 
Towna, vice president, were 
aboard. MWI' took posses· 
sion of the system formerly 
operated by the Chesapeake 
and Ohio Railroad Ilt 12:01 
a.JI1. Friday. 

Bowden saiel that he Will; 
thrilled 'to corne to Ke
waunee under tbe new ven
ture, which he said would 
hri ng the two sta tes closer 
together. 

The ICC had approved 
the operating rights for the 
new company' which pur
chllSed The Badger, The 
Spartan, and The City of 
Midland from the Chesa
peake and Ohio Railway, 
just two weeks ago. Pur· 
chase price for all three ferry 
boats was $1. 

\-

At the tillie, a spokesman 
for the Chessie System said 
the price' was a commitment 
on the part of the railroad to 
help the systern to continue 
to function. 

The Chess.ie had 
threat~ned abaJldonment 
proceedings unless a new 
owner could be found. It 
drQPped service between 
Ludington and Manitowoc 
in January 1982.. 

Bowden said the com
pany plans to continue to 
provide freight' service and 
will reactivate passenger 
service by being more con
siderate of the tourist'S 
needs. 

He ::;aid plans call for "a 
mllrriuge between pllSSenger 
and freight service." 

Describing improvmen t 
already made for passengers. 
Bowden said that lounge aI· 
terlltions have. been made 
and video games have been 
installed. 

Other changes are 
planned to better accommo
da te passengers, bu t relia bi!
ity of service will be stressed. 
Snacks, meals and sl~ping 
accommcxlations are avail· 
able. 

. Bowden said extensive 
and aggressive advertising 
will be used to promote pas
senger and freight service. 

Towns said two trips 
daily would continue 
throughout the summer 
with departures from Ke: 
wllunee at 1 a.m. and 1:30 
p.m. CDT. arriving in Lu
dington at 6:30 a.m. and 6: 
30 p.m. ~UT. Arrival timcs 
at Kewaunee are 11:30 a.m. 
and 11:30 p.m:CDT. 

'rowns said the Badger 
will bl;! in operation by the 
end of next week, running 
between Ludington and Mil· 
waukee. ft win carry only 
p~ngers and motor vehic
les for the summer, a ::lervice 
that will tenninllte the dlly 
after Labor Day. The Ches
siil dropped scrvicl;! to that 
dty ill 1980. 

He said thut the Uadger 
also muy run weekly I;!;{Cl1r· 
sions out of Ludihgton. lnag
much lIS the City of Midland 
operates on n r~gular daily 
schedule, Towns Siud lhat it 
would not be used for eltcur· 
sions, but that they wilt try 
'to build n "nuni-cruise" plan 
for the Midlwld. 

No plans ha~e been an
nounced for use of the Spar
tan, although Bo~den previ
ously had stated that it was 
hoped business would in· 
creuse to the level where a.n
other ferry would be placed 
in regular service between 
Ludington und Kewaunl;!l;!. 

Kewtlunee is the custIJrn 
temlinus for the Grcen Buy 
& Weslern Hlulrond. The 
GB&W recently {;omplett-'<l 
the relocution of its uuto 
rump frolll the Mani towoc 
ferry dock to Kewuunee. 

The'dock p~rmitSTollding 
of passenger 8utomobiltls on 
the upper dllck of the Mid. 
land. 

The Ches.<>io also reached 
an agreement with the nl!W 
owners to reduce per diem 
charges for freight cars 
hauled across the loke nnd Lo 
I;!nsurc a continuing supply 
of freight service for thc sys
tem. 

Michigan trun::;portlltion 
departmcnt officiuls pruised 
the move to keep the ferril-'S 
opcratin.g. 

"Without the efforts of 
this group of Ludington resi
dents. ferry service in that 
port city would be coming to 
Illl end," according to Carol 
Norris, deputy director of 
the depllrtlllell t. 
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payments is not specifi(;ally included USDA to farmers in the reserve 
as an assumption in the report's list of currently are 26.5 cents per bushel fOJ' 
options for the 19B4 feed grains corn, sorghum and barley and 20 
programs. cents for oats. 

U'SDA May ellt 
Grain Reserve All the options in the analysis arc The analysis said culling storage 

based on the following assumptions, payments to 15 cents from 26.5 cent$
Storag~ Fees which are the same as 19B3-crop' would reduce placements into the 

reserve provisions: reserve in the range 50 to 75 percent, 
Commodily News Service S - The trigger price for corn wil.l and eliminating the payments would I 

WASHINGTON - A USDA report· be $3.25 per bushel; '" reduce placements in the range 90 to 
suggests the farmer-owned reserv(l. - there will be "delayed entry,~' 95 percent.
lor 1984-crop feed grains will be meaning reserve placements will b~ Agriculture Secretary John Block 
similar to the 19B3 program excepl permitted only after maturity of the must announce prov is ions of tilC 
for a possible change in storage regular nine-month loan; reserve "as far in advance as,practic
payments. . ; - there will be no premium on tho able." He is not requircd to announ(;e

Reducing or eliminating storag~ reserve loan, meaning the reserve the provisions by Nov. 15, the statuto
payments would drastically reduce loan level will be the sa me as the ry deadline for announcing the reg\l: 
anticipated entries into the reserve, regular loan; lar loan rate and other aspects of the 
USDA said in a preliminary analysis. - There will be no upper limit op fee'c! grains program. 
or options for the' 1984 feed graj!)~. the si'ze of the reserve; However, a USDA analyst said this 
price. support program. . - Interest will be charged for the week he hoped major provisions ofI 

The analysis does not specifically first year ol lhe reserve contract but the reserve will be revealed about the 
recommend a cut in storage pay will be waived the second and third same lime the feed grains program is 
ments. It said determining reserve years. announced. 
provisions, but a cut in storage Annual storage payments paid by 

Wall Street Jo~rnal, July 5, 1983 

negotiate a new agreement on the loadingLongshoremen Union� and unloading of cargo containers. 
The battle over the handling of conlainerThreatens to Strike� ized cargo has been waged In the courts, be

fore the Natlonal Labor Relations Board and 
on the docks for many years. Shipping goodsPorts in Three Months 
In large containers reduces the labor re
quired to load and unload ships. 

BU a WALL ST~l:;b'T JOUI<NAL Slaff Reporler The latest action came earlier this year 
NEW YORK-The International Long when the NLRB struck down certain restric

shoremen's Association threatened to strike tive work rules favoring the longshoremen's 
porls from Malne to Texas in three months union. The NLRB actlon was upheld by a 
after losing its latest battle to regain control federal court in New Orleans. . 
over the handling of containerized cargo. The union said it wants to renegotiate 

The union filed a 60-day notlce of its in contract terms covering containerized cargo 
tent to terminate its contract with the ship because the federal court ruling indicates 
pers. The union said that would allow a that "a Judicial solution of the rules contro
strike in three months. versy Is unlikely in the foreseeable fu' 

Meanwhile, the union said it will try to ture." 

\
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Corn prices threaten� 
to hit reserve trigger�

, 

By JERRY PERKINS 
""'lW A~'WrtIW 

The nallon's grain bios are 
brimming over with corn, but so 
much of it is lied up in government 
programs that some people who n~ 
corn are having trouble finding it. , 

And tbe tightness of what's culled 
"freE corri" -that available to meet 
current demand - b sparking a cOrn 
rally. 

U prices go hJgh enough, namely 
$3.15 for five days, some of the gov
ernment corn is released to the 
market. Prices reached '3.12 a bushel 
00 Thursday. The five-day average 
for the week. was $3.09. 

The U.S. Department of Agricul
ture has estimated there will be a 
surplus or more 3.3 blllion bush~I.'J of 
corn at Ule end of cutrellt marketing 
year 10 OCtober. 

But since 1.7 bUllon bushels are in 
the tarmer-owned reserve and 1.2 
billion are tied up under the 
Commodity Credit Corporation loan 
program, only 409 million bushels clln 
be marketed. 

The Ugbt free-supply of corn 
boosted the July futures contract by 
11 cents last week. Other corn 
contracts gained Crom 3 to 6 cents. 

S<lybean futures contracts gained 5 
to 8 cents last week. 

There are many negative factors 
working on corn and soybean prices 
- higher interest ratcs and a 
stronger U.S. dollar, lowe~ gold 
prices, and prospects for lower 
exports are all working against corn 
and soybean prlcei. 

But no Olle seems to be heeding the 
negatives. 
. Many traders stampeded into 
buying futures COil tracts when bot 
and dry weather was forecast for Ule 
Com Belt tbis week. But then they ~ 
membered that there Is enough 
sub-soil mo~ture in the ground .to get 
the com crop Lardugh a lot of hotand 
dry - wca~lIlir and lile boom lluled 
later in the week.\ 

Cash corn prices in central Iowa 
were up 6 to 8 cents whUe soybean 
prices rose from 7 to Bcents. 

Many traders are awaiting Wednes
day's release of a USDA supply
demand report that will contain a 
corn production estimate. 

Some analysts are predicting a 
negative impact from the report 
because·of an expecte1:l showing that 
yields will be good - 120 bWlbels per 
acr~ for corn.. 

But the large reductions in corn 
and soybean acreaie planted this 
year has many traders nervous about 

the weather, as last week's' per
formance indicates. 

Any adverse weather conditions 
will have :l larger than usual effect on 
the com and soybean markets. 

Fed cattle futures prices were 
higher and feeder cattle contr;lcts 
were mixed in trading on the holiday
shortene<l week. 

r'ed catlle contracts rose from 10 
cents to 30 cents, while feeder cattle 
contracts lost as much as 40 cents and 
iained as much as 15 cents. 

Cash cattle were up 'for the week a:l 
packers bid for tbe moderate
supplies: -.~ ..... _. ." -.'.-' - -, 

Cattle slaughter averaged 134,000 
head per day last week, compared 
with 130,000 the previous week and 
128,000 a year ago. ' 

Hog futures contracts were mixed 
last week with the July contract 
leuding Ule gainers at $1;20 and the 
August cOlltract losing 13 cents. 

~ash hog prices dropped last week. 
. _. Analysts are expect.jOg tlQg. p~i~s 
to drop throughout the summer. Some 
expect hog prices to Call below $tO by 
the end of the year. 

Hog slaughter averaged 316,000 
Ihcud per day la::lt week, compared 
with 310,000 the previous week and 
287,000 a year ago. 

Wall Street Journal, JUly 15, 1983 

SPECIAL INTERESTS pUShing pet bills bility of industrial price· fixers attracts less
bwnp into congressional shoals. dedicated supporl now; several big compa

A bill to authorize coal·slurry pipelines nies thal backed it have set lied lawsuits 
encounters delay; it probably won't come to hanging over them. The National Football 
a Senate vote till after Labor Day. Support League's drive for an antilrust exemption 
among farm and consumer groups ebbs a hasn't gained a yard.
tiit. Railroads still hope to beat the bill. A BUI beer dislribulors Will/ling a riglll 
plan to loosen antitrust curbs on ocean ship of exclusive terrilories sigu up Chris/o
lines meets serious obstacles in the House. pher O'Neill, son of tile HOllsc speakcr,
Proposed amendments appear unpalatable /0 lell Iheil' slory. Says (l HOltse sla//el',' 
to the industry. "How do ./JOII re/usc 10 terlk /0 Ihe 

Other attempts to win antitrust breaks speaker's SOli t .. 
languish in Congress. A bill to pare the lia' 

~-
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US Wants Higher Sales� 
In New 'Soviet A'ccord� 

CommOOly NeW) ~l,.'rYIC\·~ 

WASHINGTON - The United 
States would like to sell "a good deal 
more" than the current 6-million
metric-ton annual minimum pur
chase level in any new U.S.·U.S.S:R. 
long-term grain agreement" U.S. 
Trade Representative William Brock 
said. 

In an interview for a congressiona I 
public affairs television program, Mr. 
Brock said "a subslanlial increase 
would be beneficial. If we can achieve 
that. fine; if we can't, then maybe 
we'll just do without an agreement" 

"Obviously it doesn't do much good 
to ha ve just the same amount sold in 
a growing. market," he said. 

Although Mr. Brock declined to 
specify how high the United States 
would like the minimum level set, he 
said the United States was capable of 

Journal 

lee Stops 
NIT League 
Rate Bid 

Journal 01 Commerce Slaif 

,:'. WASHINGTON-Shipper pleas� 
that the Interstate Commerce Com�
mission institute a rulemaking aimed� 
at barring railroads from cancelling� 
joint rates or 'through routes and� 
cJosing gateways have been rejected� 
by. the agency.� 

supplying all of the U.S.S.R.'s grain if 
needed. Howcver, he said he did nol 
think eilhcr country wanted lo be
come .that dependent on the other. 

Progress on the negotiations has 
been slow. Mr. Brock said, as any 
agreement will ha ve to be beneficial 
to both sides. "We're negotiating very 
carefully," he said, 

"Prospccts are reasonably good 
that' we wiJI get another agreement," 
he said, "but we may not. We're 
certainly not going to sign one that 
isn't in the Unitcd Statcs' best inter
ests." 

Negotiations to replace the cur
rent agrecment, which expires Scpt 
30, are scheduled to continue begin
ning July 26 in Vienna. 
. In another topic, Mr. Brock said 

of Commerce, July 8, 

. At the same time the shippers, led 
by the National Traffic League, 
wanted the ICC to put more teeth into 
.141nguage governing reciprocal 
switching arrangements and the shar
ing of faei lilies through trackage 
rights. 

The plea was filed in response to 
tpe growing wave of rate, route, 
gateway and reciprocal switching 
cancellations as the railroads scram
blli ;for the best competitive position 
possible in the new regulatory cli
mate. 

The shippers contended that the 
cancellations deprive them of trans

1983� 

the United States "may have to" 
rcsort to morc subsidized agriculLur
al exports such as the whcat flour 
sale to Egypt to ensure competitors 
know the United States y.rill play 
"fair" but "tough" in farm trade. 

Mr. Brock said, "we expect to play 
by the rules and we expect others to 
do so. If they don't, we will havc to 
take action to defend our vilal 
interests." 

He said President Reagan and 
Congress, in addition to the people of 
the United States, were "getting a 
little tired of unfair trade practices" 
of other countries. 

He said after the wheat flour salc, 
the United Statcs and the EC "began 
to ha ve somc good, serious convcrsa
tion," but no fundamental changes 
have resulted. 

portation alternatives and force them 
to use circuitous, inefficient routes 
which eventually will encourage fur
thor divcrsion of traffic to trucks, 
. ;Many of the problems in the 

r!'!ciprocal switching area. the agency 
said, are due to the fact that prices 
chal'ged for these services rarely 
cov~r marginal costs. 
.: .Instead the agency has 'decided to 
~t:ss the impact of the stag new 
~egl,llatory environment on individual 
shippers and the system as a whole 
and to analyze them in light of the 
new laws. 
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Teamsters Said to Offer Wider Wage Cuts 

That Cover Truckers Recently Recalled 
By JOANN S. LUULlN 

SIQjf Reporler of TUI< W... ,1. S'rIIe.", JounNAI. 

WASHINGTON - The Teamsters union 
proposed wage concessi~ns (0 the truck~ng 
industry that would c)lt'the pay of unIOn 
members recently recalled trom layoff, un· 
ion and industry sources said. 

But a spokesman ,lor the Teamsters' 
president, Jackie Presser, vehemently de
nied any such paY'cul proposal has been 
made. "That Isn't true," he said. "They're 
still In the middle of trying to work some· 
thing out." 

An Industry source sllld, however, that 
Mr. Presser submilled the proposal yester
day to top ofliclals 01 Trucking Management 
Inc., the industry'S bargaining arm; the tuJl 
group Is to consider It ne~t Wednes~ay. The 
union's national bargalnmg committee ap' 
proved it, with one dissenting vote, at a Chi· 
cago meeting last week, the source added. 

The offer apparently goes further than an 
initial suggestion made by Mr. Presser last 
month. He proposed trimming the pay of 
only drivers who haul fuJI truckloads of mer
chandise. The new proposal "af[ects every
body" on layofl, the industry source said. "I 
think they (employers) will jump tor lL." 

According to a recent poll, about 100,000 
01 the 300,000 Teamsters covered by the un
ion's national trucking contract are unem
ployed. SOme industry experts suggesled 
that the number of wlemployed may be 
closer 10 200,000, 

Under the union's master freight agree-
men~ "over-the-road," or long-distance, 
drivers are paid about 32 cents a mIle when 
on the road and about $13.23 an hour when 
they are on the job but aren't driving. City 

drivers and wareliouse workers earll 
roUgllly the same honrly rate. The union is 
offering to cut these rales to 'l2 cents a mile 
and $11 an hour ror Teamsters recalled 
since April 1, according (0 the Teamsters lor 
a Democratic Union, a Detroit-based ullion 
dissident group.. Other Teamster sources 
also conflrmed the oller. 

Asked about HIe oUer, a spokeswoman 
lor Trucking Management said, "We will 
decline comment at this time." 

The proposal also would allow unionized 
trucking companies to pay the lower rates to 
any new employees. In addllJon, tlie dissl· 
dent group said, concerns tliat set up Ilew 
operatlons to haul full truckloads of mer
chandise would be al!owed to trim vacations 
and other fringe benellts paid those drivers. 
Because full-lruckload hauling doesn't re
qUire warehousing or eXlra handling, indio 
vidual nonunion drivers have cut prices 
sharply and taken most or this work away 
from the major unionized lrucking compa
nies. . 

Such fringe-benefit cuts would be a way 
for Teamsters "to gel back the freight they 
don't have now," the industry source said. 
The en lire package, he added, "Is a move in 
the right direction" Cor the ailing industry, 
squeezed as a result of the recent steep re
cession and because trucking deregulatioll 
has increased competition. 

H is also understood tliat Mr. Presser is 
inslsllng on restrictions so that companies 
running both union and nonunion operations 
wouldn't be eligible for any of the proposed 
reduced rates. Another feature of the pro
posal would permit a recalled senior worker 
earning the lower pay 10 receive the old, 

liiglJCI' rate when a concern Itlrt's IJVt' Ill'W 

elllployt'es or when an old'rale L'lnploYL'(' 
quits. 

The proposal, :. rider to tlle national ~Oll' 
tract, couldn't take effecl until it wins !lie 
approval or lJolh the ullion's executive lJoard 
and tile memlJers covered lJy till' natiolla/ 
trucking accord. The lJoard meets in Bosloll 
ror thr'ee days next week. 

Tlte proposed concessions already Iiavl~ 
slil'l'ed up rank-and-file grumlJlillg, "!l's a 
drastic cut," said KCII Paff, all orgalllzcr COl' 
lhe dissident group. "What It means is, il 
tllcl'e's a recovel'y, pl'ople conte lJac1\ lI( a 
bargain rale." Rather thall restoring Tealll' 
ster jobs, a second official ot tlie group 
charged, the proposal would hav'e "the pf
fect ot weakening the union substHntially." 

And "several local presidents havp bC(I} I 
raising Cain, saying it (the proposal) lias 
pul them in all IIntenable spot because work
ers will be working at ditfpl'ent rales," llie 
industry source said. .-

TIle lates! cOllccssions, j[ accepl{'d, wOIIJd 
represent the kind of significant changes in 
the master rreiglll <lgreement that tlIe indlls' 
ll'y lias been seeking' for mOlJths. Lasl De' 
cClllber, the industry requested a meeting to 
disCllSS general concessions to help compa
nies weather worsening economic condi
lions, in February, llle union rejected that 
re<lllest. Hut in an effort to win back full
truckload business {or ullion drivers. MI', 
Presser began talks with industry b<lrg<lin
ers early last month, about pay cuts fol' 
those dl'ivers. I 

The Teamsters' 37'mOlllh national Jabal' 
agreement, signed in March 1982, granled 
major concessions on wages and work rules 
to the lroubled trucking industry. 

I 


