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RAILROAD PASSENGER TRAIN SERVICE

MONDAY, jIILY 8, 1968

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS,

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,
Washington, D.0 .

The subcommittee met at 10 a.m., pursuant to notice, in room 2123,
Rayburn House Office Building, Hon. Samuel N. Friedel (chairman
of the subcommittee) presiding.
Mr. FRIEDEL. The subcommittee will come to order.
This morning the Subcommittee on Transportation and Aeronautics

is reopening hearings on the passenger train situation.
We earlier had under consideration H.R. 7004, a bill proposed by

the Interstate Commerce Commission to make a few changes in the
present law, section 13a of the Interstate Commerce Act, which pro-
vides that the Commission may take jurisdiction in certain instances
over the abandonment by railroads of both interstate and intrastate
passengers.
It became evident that not only was the Commission's authority in-

adequate, but the Commission Itself permitted railroad carriers to
flout what authority the Commission had and arbitrarily discontinue
trains which had been the subject of a notice of discontinuance to the
Commission. The committee then considered S. 2711, which was de-
signed to meet not only this situation but to strengthen the procedures
by requiring that the railroads could not drop passenger trains with-
out an order by the Commission.
It appears that the Commission now has become concerned over

the seriously deteriorated situation as to railroad passenger service
and now has proposed in the instant bill that the discontinuance of
trains after investigation can only be by order and has proposed that
where such trains are the last operated by the railroad, that the Com-
mission have exclusive jurisdiction and the States be preempted. In
addition, the bill which is before us contains suggestions by the Com-
mission that there be an investigation of the passenger train situation.
While is seems that this suggestion comes rather tardily, nevertheless,
we shall be pleased this morning to hear what the Commission has in
mind.
At this point in the record we will include the text of the legislation

under consideration.
(The bill, H.R. 18212, follows:)

[ER. 18212, 96th Cong., second sees.]

A BILL fro amend section 13a of the Interstate Commerce Act, to authorize a study of
essential railroad passenger service by the Secretary of Transportation, and for other
purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That section 13a of part I of the Interstate
Commerce Act (49 U.S.C. 13a) is amended to read as follows:

(1)'



"13a(1) A carrier or carriers subject to this part, if their rights with respect to
the discontinuance or change, in whole or in part, of the operation or service of any
passenger train or ferry operating between a point in one State, the District of
Columbia, or a foreign country and a point in any other State or in the District
of Columbia, are subject to any provision of the constitution or statutes of any
State or any regulation or order of (or are the subject of any proceeding pending
before) any court or an administrative or regulatory agency of any State, may,
but shall not be required to, file with the Commission, and upon such filing shall
mail to the Governor of each State in which such train or ferry is operated, and
post in every station, depot, or other facility served thereby, including stations,
depots, or facilities on the property of other carriers which share in the operation
of said train, notice at least sixty days in advance of any such proposed dis-
continuance or change. The carrier or carriers filing such notice may, upon the
expiration of, but not during, the notice period, discontinue or change any such
operation or service pursuant to such notice except as otherwise ordered by the
Commission pursuant to this paragraph, the laws or constitution of any State,
or the decision or order of, or the pendency of any proceeding before, any court
or State authority to the contrary notwithstanding. Upon the filing of such notice
the Commission shall have authority during said sixty days' notice period, either
upon complaint or upon its own initiative without complaint, to enter upon an
investigation of the proposed discontinuance or change. Upon the institution of
such investigation, the Commission, by its investigation order served upon the
carrier or carriers affected thereby at least twenty days prior to the day on which
such discontinuance or change would otherwise become effective, may require
such train or ferry to be continued in operation or service, in whole or in part.
pending hearing and decision in such investigation, but not for a longer period
than seven months beyond the date when such discontinuance or change would
otherwise have become effective: Provided, That the Commission may further
require such train or ferry to be continued in operation or service, in whole or
in part, for a period of no longer than two months beyond the date specified in its
investigation order, pending completion of the investigation or the Commission's
determination of any petition or petitions for reconsideration of its decision and
order in such investigation. However, if during the notice period, the carrier or
carriers discontinue or change, in whole or in part, the operation or service of
any train or ferry, the Commission shall retain jurisdiction to enter upon an
investigation of the change or discontinuance and may require the immediate
restoration or continuance of operation or service of such train or ferry until
the expiration of the notice period. When an investigation by the Commission is
instituted under this section, the carrier or carriers filing such notice shall have
the burden of establishing that public convenience and necessity permit the pro-
posed discontinuance or change, in whole or in part, and that the continued
operation or service of such train or ferry without discontinuance or change, in
whole or in part, will unduly burden interstate or foreign commerce. If, after
hearing in such investigation, whether concluded before or after such discontinu-
ance or change has become effective, the Commission finds that the public con-
venience and necessity permits the proposed discontinuance or change, in whole
or in part, and that the continued operation or service of such train or ferry
without discontinuance or change, in whole or in part, will unduly burden inter-
state or foreign commerce, the Commission shall by order permit discontinuance
of operation or service of such train or ferry in whole or in part. If, however,
the Commission find that the operation or service of such train or ferry is re-
quired by public convenience and necessity and will not unduly burden interstate
or foreign commerce, the Commission may by order require the continuance or
restoration of operation or service of such train or ferry, in whole or in part, for
a period not to exceed one year from the date of such order: Provided, however,
That for two years following the enactment of this proviso, where any trains or
ferry proposed to be discontinued represents the last remaining passenger train
or ferry operated in either direction by the carrier or carriers proposing such
discontinuance, between a point in one State and to a point in another State,
the District of Columbia, or a foreign country or from a point in the District of
Columbia to a point in any State or a foreign country, the Commission shall
require the continuance of the operation or service in question for one year from
the date of its order unless it finds that (1) the public convenience and necessity
do not require its continuance, or (2) that it finds that continuance of the service
or operation in question will impair the ability of carrier or carriers proposing
such changes or discontinuance to meet its common carrier responsibilities,
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considering the overall financial condition of the carrier or carriers in question:

Provided further, That in the case of operations and service covered by the first

proviso, the Commission may attach such conditions to its order, requiring the

continuance of the operations or service in question, as are just and reasonable to

assure the preservation of a reasonable level of service for the passenger trains

or ferries required to be continued: And provided further, That the jurisdiction

of the Commission over operations and service subject to the first and second

provisos of this sentence shall be exclusive and the carrier or carriers proposing

to discontinue or change any operation or service covered by these provisos shall

file a notice with the Commission as provided in this paragraph, the laws or con-

stitution of any State, or the decision or order of, or the pendency of any proceed-
ing before, any court or State authority to the contrary notwithstanding. The

a provisions of this paragraph shall not supersede the laws of any State or the

orders or regulations of any administrative or regulatory body of any State
applicable to such discontinuance or change unless notice as in this paragraph
provided is filed with the Commission. On the expiration of an order by the Com-

mission, after such investigation requiring the continuance or restoration of
operation or service, the jurisdiction of any State as to such discontinuance or
change shall no longer be superseded unless the procedure provided by this para-
graph shall again be invoked by the carrier or carriers.
"13a (2) Where the discontinuance or change, in whole or in part, by a carrier

or carriers subject to this part, of the operation or service of any train or ferry
operated wholly within the boundaries of a single State is prohibited by the con-
stitution or statutes of any State or where the State authority having jurisdic-
ion thereof shall have denied an application or petition duly filed with it by said
carrier or carriers for authority to discontinue or change, in whole or in part,
the operation or service of any such train or ferry or shall not have acted finally
on such an application or petition within seven months from the presentation
thereof, such carrier or carriers may petition the Commission for authority to
effect such discontinuance or change. Upon the filing of such a petition, such dis-
continuance or change shall be subject to all of the provisions of paragraph (1)
of this section to the same extent as if the subject train or ferry operated as
described in the first sentence of paragraph (1) of this section. When any
petition shall be filed with the Commission under the provisions of this para-
graph the Commission shall notify the Governor of the State in which such
train or ferry is operated at least thirty days in advance of the hearing pro-
vided for in this paragraph, and such hearing shall be held by the Commission
in the State in which such train or ferry is operated; and the Commission is
authorized to avail itself of the cooperation, services, records, and facilities of
the authorities in such State in the performance of its functions under this
paragraph.
"13a(3) Any State, administrative or regulatory agency of a State, or per-

son, adversely affected or aggrieved by an order of the Commission entered
pursuant to paragraph (1) or (2) of this section, may bring suit to obtain judi-
cial review thereof under those provisions of law applicable in the case of suits
to enjoin, suspend, or set aside orders of the Commission."

SEC. 2. The Secretary of Transportation, acting in cooperation with the Inter-
state Commerce Commission and other interested Federal agencies and depart-
ments, is authorized and directed to undertake and submit, within one year
after the date of enactment of this Act, a study of the existing and future po-

ll tential for intercity railroad passenger service in the United States to the Com-
mittee on Commerce of the Senate and the Committee on Interstate and Foreign
Commerce of the House of Representatives. In making this study, the Secretary
shall consider, among other things:

(1) Existing resources of all types for meeting the Nation's present pas-
senger transportation needs.
(2) Anticipated expansion of those resources by 1975 on the basis of

current governmental or private activities (such as the interstate highway
program, by Government. and auto production increased, by industry.
(3) The Nation's expected passenger transportation needs, including

business, private, and defense movement, in the years 1975 and 1985.
(4) The ability of the existing resources, or resources as expanded by

current governmental or private programs, to meet these anticipated needs
adequately, efficiently, economically, expeditiously, safely, and comfortably,
at least as far ahead as 1975.
(5) The ability of improved railroad passenger service to meet these an-

ticipated needs.
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(6) The proper role of the carriers and governmental bodies in developing
the required quality and quantity of service, including methods of financing
operations which are necessary but not economically viable.

Mr. FRIEDEL. Our first witness this morning is our colleague, the
Honorable James Howard. Mr. Howard.

STATEMENT OF HON. JAMES J. HOWARD, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW JERSEY

Mr. HOWARD. Mr. Chairman, last week the Interstate Commerce
Commission sent to the Congress an excellent report on the present
status of rail passenger service and some far-reaching legislative
proposals to deal with the crisis in passenger service.
These legislative recommendations will strengthen the authority of

the Commission by giving the Commission more train time to consider
train discontinuances—cases which are now swamping the already
overworked Commission; they would place the burden of proof that
individual passenger trains were not needed on the railroads them-
selves. Most significantly, these ICC recommendations would give the
Commission the authority to set conditions on the kinds of service to
be provided by the railroad when the trains involved were the last
trains between two points.
These proposals are now before this committee as H.R. 18212,

introduced by Chairman Staggers. I hope that the committee will act
swiftly so that they can become law before the year is out. They will
not solve the entire passenger service crisis, but they will give the ICC'
stronger authority to protect the public interest in train discontinuance
cases. This bill has the full support of the Railway Labor Executives
Association and the National Association of Railroad Passengers.
One thing that is urgently needed now is an overall survey of the

situation of passenger service on a nationwide basis. H.R. 18212 calls
for such a study to be conducted by the Department of Transportation.
Recently, Stuart Saunders, president of the giant Penn Central Rail-
road, called for the creation of a National Railroad Passenger Council,
representing all interested parties, which would formulate a national
policy of passenger service. This is certainly a useful and constructive
suggestion, and I congratulate Mr. Saunders for taking the lead in this
matter. A carefully executed study of passenger needs, in whatever
form it takes, will give the Congress the information it needs in
legislating on rail passenger service, a necessary part of a balanced
transportation system.
Mr. FRIEDEL. Our next witness is the Honorable Paul J. Tierney,

Chairman, Interstate Commerce Commission.

STATEMENT OF HON. PAUL J. TIERNEY, CHAIRMAN, INTERSTATE
COMMERCE COMMISSION; ACCOMPANIED BY DALE HARDIN,
COMMISSIONER; JEROME NELSON, GENERAL COUNSEL'S OFFICE;
ROBERT L. CALHOUN, LEGISLATIVE COUNSEL; RICHARD E.
BRIGGS, SPECIAL ASSISTANT TO THE CHAIRMAN

Mr. TIERNEY. Thank you, Mr. Chairman. Before I get into my state-
ment, I would like to identify Commissioner Dale Hardin, seated at
my right here, Mr. Chairman. Next to him is Mr. Robert Calhoun
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our legislative counsel, and next to him is Mr. Richard Briggs, special
assistant, and to my left is Mr. Jerome Nelson of the General Coun-
sel's office.
I have a prepared statement. If I may read it, I would appreciate

it, Mr. Chairman.
Mr. FRIEDEL. We will be glad to have you proceed.
Mr. TIERNEY. On behalf of the entire Commission, I want to express

to you our deep and sincere appreciation for the opportunity to come
before you on this most serious and important matter. We at the
Commission fully appreciate the time restrictions and work pres-
sures that the committee and its staff are facing at this late date
in the session. And we recognize the high courtesy of Chairman Stag-
gers, you, Mr. Chairman, and the committee in setting aside time to
hear, consider, and, hopefully, act on the Commission's recommenda-
tions in this area. Since the committee has been provided with our
report on intercity rail passenger service in 1968 and its appendixes,
my remarks will basically summarize the legislative recommendations
made therein.
(The document referred to appears on p. 9.)
Mr. TIERNEY. I have brought along a map which shows graphically

the extent to which various communities have lost regular intercity
railroad passenger services since August 1958. The purple tracings
of railroad routes on the map show areas with regular intercity
passenger service in both August 1958 and May 1968. The red dotted
lines trace the routes of regular passanger service which have been
abandoned over the near 10-year period. The red hashmark lines
paralleling certain of the purple lines show routes of service for
which applications for discontinuance of the last remaining regular
services are now pending before the Commission.
The map quite clearly highlights the drastic decline in the points

served by regular intercity rail passenger operations during the last
10 years. In New England north of Albany, N.Y., and Boston, all
noncommuter service has been discontinued, with one minor exception.
While many passenger routes have been discontinued in the Middle
and South Atlantic States, the basic route structure has remained
essentially the same. The greatest number of discontinued routes
appears in the great Midwestern section of the country. These are
predominantly service routes which radiated from the population
centers, and the routes connecting the Great Lakes region to the
South. For example, Memphis, Tenn., which in 1958 had service
routes radiating in 10 directions, now is served only by one north-south
route. Substantial reductions in service also appear for such cities as
Little Rock and Louisville. The western transcontinental route struc-
ture remains essentially intact although there has been a significant
reduction in frequency of service which, of course, is not shown by the
map. However, applications for discontinuance are now pending
which, if granted, would begin the erosion of this structure.
Changes in Federal policy are urgently needed, and a compre-

hensive governmental review of the present and future need for inter-
city rail service should be undertaken at once. The Northeast Corridor
project involves only a limited part of the problem. Beyond that,
the existing governmental environment does little more than weakly
support that level of service which the railroads, themselves, can
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afford. The quality and quantity of that service are deteriorating.
The forces underlying this trend grow stronger. Present programs—
public and private—cannot reverse this decline. And we do not believe
that any significant action will be taken until a consensus is developed
on whether a national intercity rail system is needed. The national
ambivalence toward the problem not only fosters inaction and incon-
sistency in governmental policy, but it encourages railroads to con-
tinue the present trends.
Members of the committee, I will outline in numerical order for

you what the bill before you, H.R. 18212, will do and why we who
bear the responsibility for the public interest feel it is imperative
that this bill receive prompt attention by the Congress this session.
H.R. 18212 is composed of two sections. Section 1 of this bill con-

tains, in modified form, the recommendations made by the Commis-
sion in H.R. 7004 to amend section 13a and our suggested alternative
to Senate-passed S. 2711 which were contained in my testimony
before this committee on February 20, 1968. Section 1 also has two
more amendments which we believe are desirable as a result of our
study of railroad passenger service. Section 2 of this bill sets forth
our proposal for a study of railroad passenger service.
The 

in 
of H.R. 18212 are identical to the draft bill con-

tained n appendix L of our report. The Committee may, therefore, find
it helpful to refer to the draft bill since all of the changes in the exist-
ing law are underlined for ease in reading. These provisions are also
described and explained on pages 59-65 of our report.
In essence, the changes made in section 13a by section 1 of this bill

fall into six major categories. First, there are a number of procedural
and minor jurisdictional changes in present section 13a(1) such as
changing the notice from the present 30 to 60 days, changing the
time within which the Commission must complete its investigation and
issue an order from 4 to 7 months with provisions for an addi-
tional 2 months if required to dispose of a petition for reconsideration,
and clarifying the Commission's jurisdiction over trains operated
physically between points in two or more States or a point in a State
and a point in a foreign country. All of these provisions are similar to
those in H.R. 7004. Second, like our 1967 proposal, H.R. 18212 imposes
the burden of proving that a train or trains is not required by the
public convenience and necessity and that its continuance will unduly
burden interstate and foreign commerce on the carriers. In response to
objections to this provision made in the earlier hearings by the carriers
and others, we have included a new sentence on lines 5-12 of page 4
of H.R. 18212 which requires the Commission to make specific findings
in terms of the burden of proof and issue an order permitting discon-
tinuance where it determines that carriers have met their burden of
proof.
Third, H.R. 18212 incorporates our previous suggestions to deal

with the problem of a carrier discontinuing a train before the expira-
tion of the notice period which we believe are more workable and
efficient than Senate-passed S. 2711 on the same subject. These sug-
gestions include the insertion of the words "but not during" on line 12
of page 2 and the addition of the sentence beginning with "However"
on lines 13-19 of page 3.



7

Fourth, it contains a new proposal for special handling of section
13a(1) cases which involve the last interstate train between two points.
This provision is set forth on lines 19-25 of page 4, and lines 1-24
of page 5 of H.R. 18212.
The provisions of H.R. 18212 would establish reasonable means to

preserve the last rail service by a particular carrier between a com-
munity now served by an interstate train and any other point served
by that train. Any carrier proposing to eliminate its last remaining
interstate service to a community would have to apply for such relief
under section 13a and could not seek State relief as under the present
law. Although some questions could arise to as what constitutes the
"last train" between any two cities, we believe this matter should be
left to our discretion.
The bill would grant the Commission jurisdiction to impose mini-

mum standards for the operation of the "last train" in particular inter-
city services. In requesting this authority, we are seeking clarification
of our authority in this area as discussed at page 42 in our
recent report to the Congress. Our authority to impose minimum
service standards for passenger trains has never been tested. A court
test would take 1 year, perhaps a year and one half. We do not believe
the public should await the outcome of this test. Perhaps we do not
have the necessary jurisdiction. At least in this limited area, H.R.
18212 would dispel these doubts and make clear what is now, at best,
unclear.
Minimum standards refer to appropriate schedules, food services,

sleeper and seating facilities, train consist, and other characteristics
of a standard passenger service. We are not proposing hard and fast
service standards at this time. What we do propose is that Congress
state clearly that it desires us to exercise such jurisdiction. What is
reasonable service for any train is a question of fact and must be
decided as a matter of our discretion based on the public need and
support for such services and the costs of operation to the carrier. We
do not intend to use this power to require all carriers to provide pre-
mium first-class services or to make exorbitant expenditures. In the
past, we have even suggested the elimination of such premium services
in order to maintain essential passenger operations. (Seaboard Air Line
Railroad Co. discontinuance of trains Nos. 17 and 18 between Ports-
mouth, Va., and Raleigh N.C., 330 I.C.C. 171 (1966).) On the other
hand, we believe that continuation of the last service should be accom-
panied by minimum safeguards to assure that the public receives
adequate service.
The bill also speaks of the "last train" as an appropriate contest for

deciding service standards. Perhaps this is not the only contest in
which these standards should be set. But as the Commission indicated
in its report, numerous train discontinuances have occurred since 1958
and we are rapidly approaching the point where the last train is being
r ii between a number of cities.
Fifth, lines 8 to 10 of page 2 of H.R. 18212 provide for more adequate

notice to all rail patrons of a particular train.
Sixth, H.R. 18212 makes a number of minor changes in section

13a (2) so as to make that section dealing with intrastate service con-
form to section 13a (1) in essential respects. Thus, for example, the
present provisions of section 13a(2) require that the appropriate State
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commission or agency be given 180 days within which to act favorably
on an intrastate train discontinuance which H.R. 18212 changes to 7
months. In order to assure that the provisions dealing with burden of
proof, judicial review, et cetera, refer to all Commission proceedings,
whether under section 3a (1 ) or section 13a(2) lines 23 to 25 of page 6
and lines 1 to 3 of page 7 provided that:
Upon the filing of such a petition, such discontinuance or change shall be sub-

ject to all of the provisions of paragraph (1) of this section to the same extent as
if the subject train or ferry operated as described in the first sentence of para-
graph (1) of this section.

In connection with this sentence we wish to call the committee's
attention to the language of H.R. 18212 which, if not corrected,
could create some confusion with regard to the handling of a petition
under this section which involves the last intrastate train. Although
the so-called last train amendment in section 13a(1) is specifically
intended to cover only interstate service, the present wording of our
proposed change in section 13a (2) might be construed as rendering
it applicable to intrastate service as well. Since this result is not in-
tended, we suggest that the following be added after the word "sec-
tion" in line 3 on page 7:
provided, That, the first, second, and third provisos of the eighth sentence in
paragraph (1) of this section shall not apply to petitions filed with the Com-
mission under this paragraph.

Seventh, this bill contains the substance of our original recommen-
dation to specifically provide for judicial review of all of the Com-
mission's orders issued under either section 13a(1) or section 13a(2).

Section 2 of the bill incorporates our suggestions for a study of in-
tercity rail passenger service to be conducted by the Secretary of
Transportation. We believe that this recommendation is the nucleus
of effective Federal policy for intercity rail passenger service.

Defining the future role of the intercity passenger train and the
means to obtain that level of service will not be an easy task. No pro-
posal will be popular to both the carriers and the traveling public.
The hour is late, Mr. Chairman. This may well be our last opportunity
to begin the necessary redefinition of our Federal policies on interctiy
rail service before significant segments of that service are abandoned.
The Nation's future transportation needs are too great and our exist-
ing resources too limited to allow rail passenger trains to disappear
without. a thorough review of their potential.
That, Mr. Chairman, concludes my prepared statement. I will be

delighted to answer any questions.
(The document referred to, "Intercity Rail Passenger Service in

1968," follows:)
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INTERCITY RAIL PASSENGER SERVICE

I - A SUMMARY OF THE REP=

We have requested this opportunity in order to report to the

Congress on the status of intercity rail service and our stewardship

of section 13a of the Interstate Commerce Act, wL-Z.ch was enaczed

in 1958 to provide limited Federal jurisdiction over the discontinuance

of i all passenger service.

Intercity rail passenger service in this nation has been declining

rapidly since 1950. In a period when intercity travel has more than

doubled, rail service has shrunk to less than half of its former size.

At a time when the demand for intercity service is expected to double,

more and more people are accepting the inevitability of losing the last

remaining medium and long-distance rail service.

In the last ten years -

. The number of regular intercity trains has

declined nearly 60 percent.

. Thirteen railroads have abandoned all intercity

service, and seven have only one pair of trains

left.

96-907 0 - 68 - 2
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. Intercity service over 36 percent of the 1958 routes

has been completely eliminated.

. Non-commutation passengers have decreased 40

percent, and first-class passengers have dropped

nearly 70 percent.

Rail investment in new equipment for intercity

service has nearly ground to a halt, and the quality

of service has deteriorated in a number of instances.

In 1967, the increasing demise of intercity service sharply acceler-

ated.

. Intercity passenger miles and revenues all decreased

15 percent in that year alone.

. The total costs of providing even this reduced level

of passenger service increased more than 20 percent.

In the past 12 months, the number of trains proposed for discontinuance

has more than doubled. Nearly 15 percent of all the remaining intercity

trains were permitted to cease operations under section 13a procedures.

While it is important to note that the volume of filings under section 13a has

been sharply increasing, the most critical problem is presented by the recent

receipt of several proposals to discontinue the last remaining rail passenger

service between major areas in the country, particularly in the West.

- 2 -
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In view of the trends in rail passenger operations and discontinuance

proceedings, we do not believe that significant segments of the last

remaining long- and medium-distance intercity rail passenger service

will survive the next few years without a major change in Federal and

carrier policies.

Changes in Federal policy are urgently needed, and a compre-

hensive governmental review of the present and future need for inter-

city rail service should be undertaken at once. The Northeast Corridor

Project involves only a limited part of the problem. Beyond that, the

existing governmental environment does little more than weakly support

that level of service which the railroads, themselves, can afford. The

quality and quantity of that service are deteriorating. The forces

underlying this trend grow stronger. Present programs - public and

private - cannot reverse this decline. And we do not believe that any

significant action will be taken until a consensus is developed on whether

a national intercity rail system is needed. The national ambivalence

toward the problem not only fosters inaction and inconsistency in

governmental policy, but it encourages railroads to continue the present

trends.

- 3 -
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We, therefore, recommend -

(1) that a Federal Study of the need and means for preserviag

a National Rail Passenger System be initiated as soon as

possible;

(2) that section 13a be amended to provide more effective and

efficient regulation geared to present conditions, including

a provision to preserve a minimum level of service while the

study is in progress; and

(3) thatthe Post Office Department temporarily redirect it.

policies on mail contracts to support the present level of,

passenger train service during this study.
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U. PUBLIC POLICIES TOWARD RAIL PASSENGER SERVICE

The national railroad passenger system can be classified into four

basic types of service:

1 - Short-haul or commuter service in metropolitan, suburban, and

other areas for distances of 75 miles or less;

2 - Medium distance service between 75 and 300 miles in high-

density population corridors;

3 - Non-corridor medium-distance service; and

4 - Long-haul service.

While these categories cannot be precisely applied to all rail operations, there

are major differences among thrr services Public demand, alternative

forms of public and private transportation, the comparative cost and service

advantages of various modes of travel, operational costs, service and equip-

ment requirements, public assistance, and the policies of various government

agencies vary from one type of service to another.

A. Commutation and Corridor Policies

Rail commutation operations are still faced with significant problems,

but since 1961 representatives of government at all levels have shown a growing

concern for the retention of this service, particularly in areas with large num-

bers of commuters. The Housing Act of 1961 and the Urban Mass Transportation

Act of 1964 have set forth the Federal government's role in stimulating research,

- 5 -
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experimentation, and capital expenditures in the development of coordinated

urban mass tra1sit.1 State and local action in the East has included operating

subsidies, equipment purchases, property tax relief, and even purchase of

commuter operations. There has been a general acceptance by both the

public araitovernment that, in many areas, rail commuter service is the

most economical public method of moving people between the cities and the

suburbs.

In March 1968 the Senate Housing and Urban Affairs Subcommittee re-

quested a•backkground report on rail cornmuter.passenger service from the

Commission. Briefly, the report states that multiple-ride and commutation -

fare passengers in 1967 comprised 67 percent of all teven4e passengers

carried by Class I line-haul railroads, 28.1 percent of all revenue passenger

miles, andi29:6 percent of passenger revenues 
2
. Since 1961, the level of

commutation•service has remained relatively constant.

The provision of modern, high-speed rail service over medium distances

in densely populated areas of the country is under study by the Department of

1 P. L. 87-70, 75 Stat. 149, 40 U.S.C. 461 (1961) and P. L. 88-365,

78 Stat. 302, 49 U.S.C. 1601 (1964) as amended by Presidential

Reorganization Plan No. 2 of 1968.

2 Hearings Before the Subcommittee on Housing and Urban Affairs of the

Committee on Banking and Currency on the Effect of Railroad Mergers

On Commuter Transportation, 90th Cong., 2nd Sess. , at 223 (1968).

- 6 -
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Transportation as a result of the High Speed Ground Transportation Act passed
3

in 1965. Demonstration projects supported by the Penn-Central and New Haven

have not yet been initiated and, therefore, do not indicate whether public response

to modernized rail service will justify additional improvements. But both carrier

action and Federal policy represent the means for revitalizing medium-distance

service in the densely populated East where there is a general agreement that

this type of non-commuter rail service has the best chance to increase its patronage.

B. Section 13a and Other Intercity Service

The possibilities for maintaining the present levels of trains operating

beyond 300 miles and for medium distances in less densely populated areas are

slim under existing statutes. Unlike commuter and corridor rail service, Federal

policy affecting the remaining intercity trains has not basically been altered or

augmented since the enactment of section 13a of the Interstate Commerce Act.

In fact, section 13a pervades the entire rail passenger field, for regardless

of any passenger train projects undertaken--whether by a carrier, a governmental

agency or the collaboration of both, and whether dealing with commuter, corridor

or other kind of service--if a carrier elects to invoke the Commission's jurisdic-

tion under section 13a, the Commission must necessarily appraise the case under

the criteria of that statute. In short, the prevailing Federal policy on passenger

trains is that embodied in section 13a.

The purpose of section 13a was remedial; it was a first-aid measure intended

3 P. L. 89-220, 79 Stat. 893, 49 U.S.C. 1631 (Supp. 2, 1967).
-7 -
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for the relief of railroads from the debilitating drain of passenger
 operations.

It was never intended as a means for preserving a particular quant
ity or

quality of service.

In 1958, when Congress was considering the needs of the transport
ation

system, it recognized that while there had been a tremendous growth 
in the de-

mand for transportation, the regulated surface carriers (rail and truck) w
ere

not maintaining their relative position among the several carriers. In ad
di-

tion, a slow-down in the economy's growth during the middle and late 
1950's

had hurt the railroads badly. Working capital of Class I railroads had 
fallen

from $934 million in 1955 to $326 million in early 1958, and the rate of 
return

declined from 4.22 percent in 1955 to 2.76 percent in 1958.

Developments in the patterns of business locations and practices favoring

other modes, growth of non -regulated carriage, great advancement
 in the tech-

nology of other modes, and the increasing public investment in faciliti
es for

other modes worked against the railroads.

The worsening rail situation was viewed with some alarm. It was felt

that if major railroads went into receivership, the impact would be serio
us not

only to the industry but to the country as well. The House Committee 
on

Interstate and Foreign Commerce stated:

A major cause of the worsening railroad situation is the unsatis-

factory passenger situation. Not only is the passenger end of the

business not making money—it is losing a substantial portion of

that produced by freight operations * * * It is unreasonable to ex-

pect that such service should continue to be subsidized by the

freight shippers throughout the country .4

4 H. R. Rep. No. 9222, 8'5t11-:Cont:Itia:Sese. 11-12 (1958).
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The Supreme Court in Southern R. Co. v. North Carolina, 376 U. S. 93,

101, commented as follows on the reason for enacting section 13a:

As both the House and Senate Committee Reports on the legis-
lation which became §13a(2) make clear, Congress was primarily
concerned with the problems posed by passenger services for
which significant public demand no longer existed and which
were consistently deficit-producing, thus forcing the carriers
to subsidize their operation out of freight profits.

Section /3a was not only intended to facilitate the release of railroads

from the burdens of deficit trains, but it aiso hastened the already existing

trend of declining rail service. Ten years before the 1958 enactment, railroad

passenger volume was 42 billion passenger-miles, and represented 10. 2

percent of the intercity total. By 1957 the volume was down to 26 billion

passenger miles, or 3. 8 percent of the total by all modes. In terms of

passenger-train miles, the volume peaked at 605. 2 million in 1914. That

figure had trended downward to 410 million by 1948, and to 275 million by 1957.

Another indication of the decline can be seen in the train discontinuances

then being approved by state agencies. In the six years preceding 1957,

state commissions had approved an estimated 1, 274 discontinuances and denied

5
197. While these statistics have certain deficiencies, they are accurate

enough to show the declining demand for rail passenger service and the rate

5 Exhibit No. 16 in Docket No. 31954, reported at 306 I. C. C. 417 (1959).

-9-
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of train discontinuances which Congress deemed to be too slow to accord

railroads the relief they needea. It was concluded that -

State regulatory bodies all too oftep'have been excessively

conservative and unduly repressive in requiring the maintenance

of uneconomic and unnecessary services . . .

To improve this situation, the subcommittee proposes to give

the Interstate Commerce Commission jurisdiction in the field

of discontinuance or change of rail service . . . 6

It is important to note that in the decade preceding 1958, a number

of railroads did aggressively seek to improve their passenger service and

attract patronage. New types of equipment--designed for comfort and economy

of operation--were tried by the Pennsylvania, Union Pacific, Southern Pacific,

Chesapeake & Ohio, New Haven, New York Central, and others.

More than 6,400 new passenger cars and 2,100 new passenger loco-

motives were put into service by the Class I railroads at an investment of

weiI over a billion dollars. Notwithstanding these promotional efforts and

the high-quality service, passengers continued to turn away from the railroads.

6 Report of the Senate Committee on Interstate and Foreign Commerce on

S. 3778, 85th Cong., 2nd Sess. , at 22 (1958).
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Except for an inconsequential spurt in 1951-1952, rail passenger volume

has trended steadily downward since World War U.

At the time Congress was considering the 1958 legislation, the

Commission was engaged in an investigation of the passenger-train

deficit. The Congressional committees suggested that when the investi-

gation was completed, recommendations be made. The Commission made

a number of specific recommendations to Congress, state and local govern-

ments, labor, the carriers, the Post Office Department, Department of

Defense, and others. Thereafter, substantial local aid materialized for

commuter operations and some tax relief was given; but little action resulted

to assist intercity rail service.

-U-
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THE DECLINE OF INTERCITY RAIL PASSENGER SERVICE

Today, alternative forros.of transportation have succeeded in capturing

the majority of former rail patrons. Private automobiles account for 88

7
percent of intercity travel. The railroads' share is 1.4 percent.. Domestic

air travelltas,topanded ninefold since 1950 anttnOw dochieves4tv.vicethe combined

inter-City passenger miles carried by rail, bus, and water, 8 While total travel

doubled during the same period, non-commutatiOn rail travel now has only

40 percent of the passenger miles it did in 1950. The Passenger Transportation

Survey of the I963 Census of Transportation indicated crnly 3 percent of the

intercity trips over 100 miles were by railroad. In the Ta.st two years the

rate of decline of intercity rail service has accelerated and railroads now

carry an even smaller proportion of total intercity travel To the vast majority

of travelling public, rail transportation over 300 miles nu longer offers

sufficient advantages of speed cost, service, flexibility, or personal

convenience:

7 This percentage includes 4. 2 billion commutation passenger-miles.

8 Appendix A shows inteicity passenger-miles, public and private; by kinds

of transportation for the years 1958-1967 and for 1950 and 1955: The data

includes certain commuter; suburban, and short-haul trips performed by

all surface modes.
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Declining use of intercity service, the failure of positire public and

governmental action, such as has been applied to commuter service, and the

growing deficits of once-viable operations has been reinforced by a slackening

of carrier promotion and capital investment in many areas.

In order to develop more precise information on existing intercity

passenger service and the changes in operations during the past decade, the

Commission instituted an analysis which had the following objectives:

1 - To measure for regions and specific carriers the levels of

regular intercity service provided prior to the enactment of

section 13a and today;

2 - To summarize those points which have lost all passenger

service since 1958, including a review of those areas now

receiving only limited service;

3 - To determine how much of the service decline from 1958 to

1968 was attributable to discontinuances under section 13a;

and

4 - To correlate these findings with periodic financial and

operational statistics submitted by the carriers.

-13-
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A. Service Frequency and Coverage

The number of trains performing regular intercity service over

75 milesizaadeclined by 59.3 percent since 1958. ,'Class.I linehaul railroads

had 1,446,intercity trains providing passenger service when,section,13a was

enacted;;todarthere are only 590,
9 

The followiag:table alkowsithemumber of

trains ini1958, the number of trains in 1968, the losses, anc1,-pentling dis-

continuances:

INTERCITY TRAINS - AUGUST 1958 AND MAY 1968
10

District Trains Trains !Losses Tending
Aug. 1958 May 1968

Eastern 680 304 376 11

Southern 224 96 128 8
Western 544 190 354 24

Total 1,448 590 858 43

9 See Official Guide of the Railways, August 1958 and May 1968, An intercity

train was defined as a train operated four or more times aweek by a Class I

linehaulrrailroad over its line for a distance of 75 miles or more Seasonal

trains, mixed trains (those carrying both passengers and freight). and rail-

operatedims and ferry service were not included in the totals. Trains

movinglninterline through service were counted -separately for each rail-

road over ,:which they operated, except for interline service between corporate

affiliates

10 A breakdown of the total 858 eliminated trains for individual intercity

carriers is set forth in Appendix B, together with carrier subtotals for the

402 intercity train discontinuances which wereaccomplished under section 13a.

-14 -
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The majority of train losses resulted in reducing the quantity of service

in most areas across the nation. In the 10-year period 55, 3 percent of the

intercity trains have been dropped in the East. The West lost 65. 1 percent

of its intercity trains, and the number of trains in the South declined 57. 1

percent.

The decrease of passenger service also is reflected in the change in

passenger-train miles between 1958 andq967. Those railroads providing

intercity passenger service as defined in the study of train schedules had a

decline of 39 percent in passenger-train miles from 243.7 million to 148. 6

million. 11

In the East, the decline was 37. 0 percent, in the South 31. 9 percent,

and in the West 43.1 percent. The data include passenger-train miles

resulting from operation of commuter trains. Since, as discussed later,

the decline in revenue passenger-miles for passengers in coaches and parlor

and sleeping cars greatly exceeded the decline in commuter passenger-miles

and many non-commutation passengers rode commuter trains, the decline

passenger-train miles of intercity trains, particularly in the East, was

even higher than indicated. 
12

11 Appendix C details the changes in passenger-train miles for railroads
providing intercity service in 1958.

12 For example, the data showed declines for the New Haven and the Long
Island which operate substantial commuter service, respectively, of only
20. 4 percent and 2.1 percent. For the N&W, which has relatively little
commuter service, the decline in passenger-train miles was over 50 percent.

- 15 -
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Major shrinkage of the volume of rail passenger service was also

accompanied by elimination of the last remaining rail passenger s
ervice in

some areas. The miles of road operated in passenger service by all
 railroads

with intercity passenger service declined from 104, 964 in 1958
 to 67, 035 in

1967, or by 36. 1 percent. 
13 Thedeclines in the East and West were about

the same percentagewise--38. 1 and 40, 3, respectively.
14
 The South's

decline was 17. 2 percent.

Thirteen Class I linehaul railroads have ceased all regular interci
ty

passenger service since August 1958. They are the Bangor & Aro
ostook,

Boston & Maine, Central Railroad of New Jersey, Central Vermont, L
ehigh

Valley, Maine Central, and Monon in the East; and the Duluth, Missa
be &

Iron Range, Missouri-Kansas-Texas, St. Louis-San Francisco, S
t. Louis

Southwestern, the Soo, and the Chicago Great Western in the West
. The

Boston & Maize and Central Railroad of New Jersey still provide cOrn
muter service.

13 These data are based on single or first main track, measured by the dis
tance

between termini, over which railway transportation service is conduc
ted.

A drop in the frequency of service would not affect the mileage report
ed

as long as at least one train still operated over the route. For example,

the Denver & Rio Grande Western operated 6 intercity passenger trai
ns

in 1958 but only 1 in 1968, yet the mileage operated declined only abo
ut

20 percent. There has been no change in the mileage operated by the

Spokane; Portland and Seattle, but the number of passenger trains declin
ed

from 4 to' 2.

14 Appendix D lists the changes in miles of road operated in passenger 
service

by those railroads providing intercity passenger service in 1958.
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All intercity passenger service in Northern New England, with the

exception of one Canadian Pacific line, has been abandoned in the last decade.

In the areas south and southwest of St. Louis, Missouri, and in the states

of North and South Dakota, Minnesota, Wisconsin, and Michigan, more than half of the

regulex intercity rail passenger services and routes operated in 1958

have been discontinued.

The elimination of the last intercity service over eastern routes in

Northern New England and other areas was primarily the result of some

carriers abandoning all passenger service with others selectively eliminating

sparsely patronized routes. The amount of long- and medium-distance

service in the East is declining and the north-south service between the

Appalachian Mountains and the Mississippi has reached the point where the

elimination of a relatively few trains could eliminate all service in that

section. The Penn-Central operates nearly half of all the intercity trains

in the East. That carrier and most other major intercity roads in the East--

the B&O, C&O, and New Haven—have retained the majority of their trains

which operated in 1958.

In the South, the loss of trains has resulted more in the reduction in

frequency of service rather than the loss of localities served. No carriers

abandoned all their passenger service in this region, although 1-ieth the Southern

and Louisville & Nashville sharply reduced their service.

96-907 0 - 68 - 3
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The West has suffered the largest relative loss of trains. Both

frequency of trains and points served by at least one train have declined.

The loss of service occurred both as a result of elimination of routes in less

populated areas and the six carriers which completely abandoned passenger

service. Some major long-distance routes have been reduced to one or two

trains per day. The possibilities of additional proposals in the future are

imminent, particularly in view of the nearly $40 million loss in mail and

$3 million express revenues assignable to passenger service for 1967.

These losses represented over 10 percent of the total revenues earned by

all passenger trains in the West during 1966.15 Approximately one-half of

the loss in mail revenues was the result of switching the movement of mail

from passenger to freight trains.

B. Passenger Levels

Rail passenger statistics reported to the Commission are available

only for the entire operations of a carrier and do not separate data for

particular routes or trains. Primary passenger data are developed for

the number of revenue passengers, revenue passenger miles, and passenger

15 See Appendix E.
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revenues. Each of these totals is reported in two categories--commutation

and multiple-ride passenger traffic and other than commutation and multiple-

ride passenger traffic. 16 The latter category is frequently referred to as

"intercity" to distinguish such data from commuter traffic. However,

although it can safely be assumed that 198.9 of 297 million passengers who

used rail service in 1967 were commuters since they purchased commutation

or multiple-ride tickets, the remaining 98.1 million passengers appear to

contain a high proportion of passengers who were using commuter trains on

an irregular basis or without purchasing commuter tickets. Weekend

travelers, shoppers and other occasional riders constitute a significant share

of the passengers using short-haul rail service between suburban and metro-

politan areas.

Since the focus of this report is aimed at rail operations other than

those designed basically to provide commuter suburban or short-haul service,

it is important to note that as many as half of the so-called 98.1 million

intercity travelers are, in fact, using commuter or suburban trains. Although

16 Commutation and multiple-ride passenger traffic refers to passenger
traffic between designated points at less than the basic fare per trip. It
does not include traffic moving on basic rates, round-trip, half rates,
clergy, charity, military, special excursions, and other special rated
traffic.
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some commutation and suburban service is provided by trains which operate

more than 75 miles, the number of "intercity" passengers using trains that

operate less than 75 miles appears far more substantial.

The distortion of intercity data occurs primarily as a result of operations

in the eastern metropolitan areas (New York, Philadelphia, and Boston).

The Boston & Maine and Central Railroad of New Jersey each reported 1.8

million non-commutation passengers in 1967, but neither operate any trains

in excess of 75 miles. The Reading and Erie-Lackawanna each operate Only

4 regular intercity trains in addition to substantial commuter operations, arif

their non-commutation passengers totaled 7 million and 2.8 million, respectively,

in 1967--traffic that could not conceivably be handled by the intercity trains. S-7

The most extreme example is the Long Island, with 6 non-commuter trains

and 18, 6 million non-commutation passengers

Two other eastern roads, the New Haven and Penn-Central, appear

to be carrying large numbers of non-commutation passengers on their commu•:-.er.

trains. If all of the 10.7 million such passengers rode the New Haven's 50

intercity trains in 1967, their average daily load would be about 585 passenge:-..s

17 In a recent discontinuance case involving Erie-Lackawanna intercity

trains, it was noted in 333 I. C. C. 208, 210, that annual patronage was
approximately 9, 000.
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in addition to any commutation riders. The Penn-Central's 150 intercity

trains would be carrying 31 million non-commutation passengers for an

approximate daily load factor of 565 plus commutation passengers. Both

non-commutation load factors are extremely high. 18

The average length of trip for non-commutation passengers in the

East was only 50.8 miles in 1967, compared to 260.1 miles in the South

and 396.2 miles in the West. This comparison further corroborates the

conclusion that the majority of the 78 million non-commutation passengers in

the East probably ride commuter and suburban trains. In fact, the average

length of non-commuter trip is less than the average commuter trip for the

Boston & Maine and the Long Island.

A similar level of distortion is not indicated for the western and

southern districts. There the reported commutation passengers for the six major

commuter railroads range from 78.1 to 96.7 percent of their total passengers. 19

Moreover, the estimated load factors for intercity trains (the total non-

commutation passengers divided by number of intercity trains) are generally

18 New York, N. H. & H. R. Co. -Discontinuance of Trains, 327 I. C. C. 151 (1966).

19 Chicago and North Western, 96.7 percent; Illinois Central, 84.1 percent;
Chicago, Milwaukee, St. Paul and Pacific, 81.5 percent; Chicago, Burlington
and Quincy, 85.4 percent; Chicago, Rock Island & Pacific, 91.1 percent;
and the Southern Pacific, 78.1 percent.
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realistic, except for the Southern Pacific where it appears that a significant

number of passengers on commuter trains are not using commutation tickets.

When the rail passenger statistics for non-commutation service are

viewed in conjunction with the interpolations indicated above, they do provide

a measure of trends for the approximately 50 million passengers who annually

use trains operating over 75 miles.

The decline in railroad passenger patronage is well known. Total

revenue passengers for all Class I railroads in the United States fell from

411.2 million in 1957 to 297. 0 million in 1967--a decline of 114. 2 million,

or 27, 8 percent. The decline in non-commutation passengers has been

even more severe, dropping 39.5 percent compared with a decline of 20. 2

percent for commuter service. As a result the proportion of other than

commutation and multiple-ride ticket passengers (mostly coach, parlor, and

sleeping cars) to total passengers decreased from about 40 percent in 1 957

to 33 percent in 1967. About 70 percent of the decrease in non-commutation

passengers occurred in the East which showed a drop of 44. 5 million from

122.5 million to 78. 0 million, or 36.3 percent. South had a similar relative

decrease of 34, 5 percent. For the West, the decline was substantially greater

percentagewise at 54. 9. Commuter service declined in both the East and the

South-v-26. 6 percent and 22. 4 percent, respectively. The West's number

-22-
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of commuters increased over the period from 49. 4 million to 51. 3 million, •

or about 4 percent.

Total passenger miles for the United States show an even greater

decline than passengers--from 25. 9 billion in 1957 to 15.2 billion in 1967,

or 41. 3 percent. For passengers in coaches, the comparable decline was

41. 0 percent, and for passengers in parlor and sleeping cars, 69.3 percent.

The decline in non-commutation patronage has been accompanied by a shortening

in the average length of trip--from 129.5 miles in 1957 to III. 3 in 1967, or

14. 0 percent. The average length of trip for commutation service has

remained relatively stable, rising from 19. 7 to 21. 5 miles.

As shown in the following table, the characteristics of passenger service,

Which are derived from Appendix F, vary among the districts

.Total U. S. East South West
1957 1967 1957 1967 1957 1967 1957 1967

Total passengers
(millions) 411. 2 297. 0 297. 5 206. 4 36. 0 26. 6 77.7 64. 1

Non-commutation
passengers (mil) 162.0 98. 1 122.5 78.0 11.2 7.3 28.4 12.8

Total passenger
miles (billions) 25. 9 15. 2 12. 9 6. 9 3.3 2. 2 9.7 6. 1

Non-commutation
passenger miles
(billions) 21.0 10.9 9.2 4.0 3.0 1.9 8.8 5.1

Average length of trip
Total (miles) 63 0 51.2 43.3 33.5 92.0 82.7 124.7 95.2

Average length of trip
Non-commutation
(miles) 129. 5 111.3 75.5 50. 8 267.8 260. 1 308.7 396. 2
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Eastern railroads which in 1967 accounted for about two of every

three passengers in the United States conduct predominantly short-trip

service. The average length of trip in 1967 was 33.5 miles, down from

43.3 miles in 1957. For non-commutation service, the average trip in 1967

was 50.8 miles, down nearly a third from the 1957 average of 75.5. This

strongly supports the view that a large number of non-commuter passergers

in the East are more likely suburban patrons using basic fare tickets. With

a relatively short average trip, the East's reported non-commutation passenger

miles are substantially a lesser proportion of total United States non-commutation

passenger-miles than passengers--accounting for only about 37 percent of the

U. S. total in 1967. The East had about 4 billion non-commutation passenger-

miles in 1967--down approximately 56 percent from 1957, as compared to

the 36.3 percent drop in passengers.

The average length of non-commutation trip is considerably greater

in the South than in the East and declined only slightly from 1957 to 1967--

from 267.8 miles to 260.1 miles. Accordingly, the declines in passenger

miles and passengers were nearly the same—around 36 percent.

The situation in the West has changed considerably during the 10-year

period. The average length of non-commutation trips increased approximately
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28 percent, rising from the 308. 7 miles to 396, 2 miles. The drop in non-

commutation passenger miles of about 42 percent reflects both the 54. 9 percent

drop in passengers and the increased average length of trip.

The following table compares the relative declines in intercity passengers,

1957 to 1967, by type of service:

U S. East South West 
Percent Percent Percent Percent

Passengers in coaches 41.0 49.2 28.8 36.1

Passengers in parlor and sleeping cars 69.3 82.6 55.1 61.3

These data indicate that the fall-off in passengers in parlor and sleeping

cars has been relatively greater than for passengers in coaches in all districts,

but was particularly severe for eastern carriers which lost over 80 percent

of their first-class passengers during the period

C. Passenger Revenues

The decline in passenger patronage has greatly reduced passenger

revenues. Total passenger revenues declined 34. 0 percent from $735. 1 million

in 1957 to $485. 2 million in 1967. Passenger revenues for other than commutation

and multiple-ride fares fell even more sharply--by 44. 9 percent; commutation

revenues actually increased by about $28 million. Average revenue per
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passenger for other than commuter service decreased from $3. 82 to

$3. 48: per non-commutation passenger mile, the average increased

from 2. 95 cents to 3.13 cents.

Revenues from c.::her than commuter service did not represent

a very large perceLtage of total rail operating revenues from ali services

in 1957 but even this small percentage has decreased from 5. 9 to 2

in 1967.

The decline in non-commutation revenues in the East was rels4vely

greater than for the South and West as a result of the large declines in

passengers and the shortening of average trip length. Revenue per non-

commutation passenger declined in the East and South, but inereas,?..d in the

West due to the higher average trip length.

D. Mail Revenues

Last year, the continued existence of many remaining intercity

trains was further jeopardized by a reorganization of the post Office

Department's mail distribution system which diverted additional mail

revenues from passenger trains to other modes. At the same time, the

Post Office Department's insistence on lower rail rates for bulk az..,1

storage mail has also resulted in the substantial transference of other mail

to non-passenger trains. The recent diversion of mail from passenger
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trains has caused a number of trains to be proposed for discontinuance.

For 1967 mail revenue earned by passenger trains of Class I

linehaul railroads dropped from $301.8 in 1966 to $238. 2 million - more

than the total decline from 1962 through 1966 when some mail diversion

was initiated. 20 Approximately $23. 2 million of that $63. 6 million

loss represents revenue retained by the railroads but now carried by

freight trains. Mail revenue in the fourth quarter decreased about 27 percent

from the comparable period in 1966.

Both the absolute loss of mail revenues and the transfer of mail from

passenger to freight trains will become far more significant during the

present year as the policies begun in late 1967 operate throughout 1968.

Mail revenues have represented approximately one-third of the total

revenues earned by passenger operations in the past decade and many

passenger trains are dependent on mail for the majority of their revenue.

Those trains which now no longer receive these mail revenues quickly

were transformed from marginal operations to heavy deficit operations.

Express revenues which contributedabout 6 percent of total passenger-train

20 A tabulation of the mail, express and total revenues earned by
passenger trains of Class I linehaul railroads for 1957-1967 is
attached as Appendix E.
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revenues in 1966 also showed a significant decline in 1967.

The routing and distribution of mail among the carriers lie

wholly within the province of the Postmaster General. In some instances,

however, the transfer of mail from passenger trains was initiated by

request of the carrier. Growing discontinuances have forced the

elimination of mail service on connecting lines. Technology has improved

and severely minimized the sorting-en-route advantage of :QC) cars. In

many instances, the mail can be handled faster and cheaper by non-rail

movement.

Since the rail passenger train has been dependent to such a large

degree upon the mail revenues, the Federal policy behind the reorganiza-

tion of mail distribution is not compatible with the preservation of rail

passenger service. While the Post Office Department may be able to

attain its goals by demanding lower rail rates on bulk and storage mail

and eliminating the RPO cars, this greatly enlarges the carriers' costs

of providing rail passenger service that is already unprofitabie. We do

not challenge the prudence of the Postmaster General's action. We do

question the wisdom of further encumbering an already depressed rail

industry upon which the nation's well being so heavily relies. We suggest
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that a further rationalization of Federal policy is needed here.

E. Costs of Operation

The passenger deficit, which represents the excess of expenses

related to passenger service and a proportional share of expenses common

to both freight and passenger service over revenues, declined rapidly

from $723. 6 million in 1957 to $408 million in 1961 and where it remained

fairly stable until 1967. Estimates for last year indicate that the deficit

may increase to $484. 9 million or by 20 percent over the 1961-66 levels

despite the recent cutback in service. 21 A summary of the solely related

deficits and passenger deficits for 1957 through 1966 is attached as

Appendix G. The data represent the collective results of all passenger

trains; they do not imply that all trains are equally as unprofitable.

A national passenger deficit of $484. 9 million does not mean the

railroads could immediately save that amount if they abandoned all

passenger services because certain common expenses formerly assigned

21 From 1958 through 1962, the passenger deficit declined rapidly in the
East from $206. 4 to $133. 6 million and remained relatively constant
until 1967 when it jumped to an estimated $102. 6 million. In the West,
the deficit decreased from $311. 9 to $190. 2 million from 1958 through
1962 and then stabilized until 1967 when it increased to $219. 4 million.
In the South, the deficit dropped from $92. 2 million in 1958 to $65. 8
million in 196l but has shown annual increases to an estimated $102. 9
million in 19
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in part to passenger operations such as track maintenance may not be

actually saved. In fact, the burden on a particular train of a carrier

in section-13a cases is based principally on the excess of those expenses

which can actually be saved over revenues. The trend of recent cases

corroborates that the "savable" or "avoidable" costs of rail passenger

service are rising. 22

The railway passenger deficit related solely to passenger services,

which takes into account only those expenses directly assignable to

passenger service, has shown a mixed trend For the United States, it

dropped from a deficit of $82 million in 1958 to profit figures in 1961 and

1962. Thereafter, it again moved to a deficit position in 1963 which increased

to $43.7 million in 1965 but decreased to $30. 9 million in 1966. Final

statistics for 1967 should show a significant increase in this deficit. 23

22 A more complete description of what constitutes solely related expenses
common expenses, and avoidable expenses is included in Appendix H.

23 The East showed a profit position in all years ranging from $7. 8 million
in 1958 to a high of $29. 0 million in 1960, thereafter falling to $16. 8 million
in 1966. Neither the South nor West has reported profit on this basis.
The South's deficit was higher in 1966 than in 1958. The West's deficit
has dropped from $69.7 million in 1958 to $23. 9 in 1966. Its lowest
deficit occurred in 1962--$3. 4 million.
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IV. ADMINISTRATION OF SECTION 13a 

A. Procedures and Decisional Considerations

Section 13a is divided into two parts. Section 13a(1) is concerned with

the discontinuance or change in whole or in part of interstate trains or ferries.

Section 13a(2) is concerned with trains or ferries operated solely within one

state. In order for the Commission to have jurisdiction over an intrastate

train, the carrier seeking discontinuance must have first filed an application

for discontinuance with the regulatory commission of the state in which the

train is operated, and the state commission must have denied such applica-

tion or failed to act thereon within 120 days. Our jurisdiction over interstate

trains is invoked by an initial direct filing with the Commission, although car-

24
riers can seek relief under applicable state law or regulation.

Congress has given the power to the railroads fully and directly through

section 13a(1) to discontinue any interstate train they choose, and the Com-

mission has no power to enjoin the carrier unless it can find that the service

involved "is required by the public convenience and necessity and will not un-

duly burden interstate or foreign commerce." (Underscoring applied)

Similarly, the Commission has the jurisdiction, involcable under section 13a(2),

to reverse a State agency's failure to authorize the discontinuance of an intrastate

24
A full description of the procedural aspects of discontinuance cases can
be found in The Hearings Before The Subcommittee on Housing and Urban
Affairs of The Committee on Banking and Currency on the Effect of
Railroad Mergers On Commuter Transportation, 90th Ccmg. 2nd Sess.
at 221 (1968).
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train; but it may do so only if it can find that "the present or future public

convenience and necessity permit of such discontinuance and change... and the

continued operation of such service...will constitute an unjust and undue

burden upon the interstate operations of such carrier or carriers or upon

interstate commerce."

These phrases are not defined in the statute itself. Over the last ten

years, however, the Commission has evolved, through the many cases arising

under section 13a, a number of factors which must be considered in determining

whether a proposed discontinuance should take effect. These are summarized

in the following quotation from the Commission' s report in Southern Pacific Co. - -

Discontinuance of Trains Nos. 39 and 40 Between Tucumcari, N. Mex., and

Los Angeles. Calif., 330 I. C. C. 685, 709 (1967):

In a proceeding under section 13a, the factors to be considered,

among others, include the effect of the discontinuance upon the

localities served, the use presently made of the service sought to
be discontinued by the public, the availability of alternative trans-
portation service to the public in the area, and costs incurred and
the financial losses sustained by the carrier in providing the service.
The burden upon the carrier and upon interstate commerce must
be weighed agai nst the need for the service. A substantial need
for the service under certain circumstances might justify the
continuation of the service even though it be performed at a loss
to the carrier. For example, discontinuance of a particular
service might inflict upon the affected communities serious
injury while continuation of the service would impose a relatively
light financi al burden upon the carrier.
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Even though railroad service is often provided at a financial loss to

the carriers involved, the Commission is very mindful of the heavy econ
omic

and social costs that discontinuance of essential trains, particularly commute
r

trains, could entail on the localities where such service is provided. In this

regard, the Supreme Court in Sout tern R. Co. v. North Carolina, 376 U
.S.

93, 105 (1964), has stated that where the communities directly affected would

suffer serious injury while continued operation would impose a relatively
 light

burden on a prosperous carrier,

' S /uch as those involving vital commuter service in

large metropolitan areas where the demands of the public con-

venience and necessity are large, it is, of course, obvious that

the Commission would err if it did not give great weight to the

ability of the carrier to absorb large deficits resulting from such

services.

Since the inception of section 13a, the Commission has received 267

interstate discontinuance cases and 51 intrastate cases as a result of whi
ch the

25
release in whole or in part of 913 trains was obtained. Appendix I Table 1

indicates that for 267 notices filed, 585 trains were discontinued, 388 tra
ins

were required to be continued and 244 trains were involved in dismissed or

withdrawn notices for interstate service involving section 13a(1). Table 2

shows that under 13a(2) (intrLstate) proceedings, 51 petitions have been filed,

328 trains discontinued, 38 trains continued and 83 trains involved in dismissed

or withdrawn proceedings. On June 1, 1968, there were 43 intercity trains pending

25
Based on cases decided before June 1, 1968.
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Commission action. (A list of these trains is attached as Appendix J. )

These statistics in Appendix I overstate the actual loss of regular train

service pursuant to section 13a. Table 1 lists 47 trains of the Chicago,

South Shore & South Bend as discontinued in 1964 which represented primarily

a realignment of service rather than a total elimination of service.

The 1966 totals in Table ,1 include 40 trains the New Haven was free to

discontinue, but which are still operating. 
27

Table 2 lists 229 Boston and

Maine intrastate trains
28 

in 1964 and 37 New Haven trains serving the Boston

suburban area in 1965
29
 as discontinued. In both instances, the Massachusetts

Bay Transportation Authority had contracted with the railroads to continue

much of the service in question. The Commission conducted a field inves-

tigation.of the changeover from Boston and Maine operation to MBTA operation

and found the transition to be orderly and without congestion.

If the fiscal year totals are revised to eliminate those cases in which

most of the service was retained, the sharp increase in both the notices filed

in the present fiscal year for interstate trains and the number of discontinuances

taking effect is more clearly observable.

26 320 I. C. C. 440(1964)

27 327 I. C. C 151 (1966)

28 324 I. C. C. 705 (1965)

29 327 I. C. C. 77 (1965)
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Trains counted as discontinued in both tables also include weekend, holiday,

seasonal, and mixed trains as well as instances Where only a part of a route

was eliminated Some specific trains have been curtailed in two or more

proceedings and are thereby counted as several discontinuances for each train.

When the statistics are adjusted for all these factors, the total number of

regular trains discontinued in their entirety is approximately 500 rather

than 913. But viewed with respect to the ever-declining total of intercity passen-

ger trains and the pending notices proposing the removal of the last remaining

service between major areas, 30 we believe that the prospect of even a reduced

network of intercity rail passenger service for the future is highly questionable.

B. Differences Between Commuter and Intercity Cases

Commuter and intercity rail service have taken markedly different paths since

1960. A review of all section 13a cases indicates that only a small fraction in-

volved the actual loss of commuter service. Our records do not reveal how

many commuter trains have been discontinued by authority of state agencies.

30 Now pending before the Commission are notices to discontinue the Southern
Pacific's Sunset Limited which operates from New Orleans to Los Angeles,
the Western Pacific's California Zephyr and the Southern Pacific's City of
San Francisco. The latter trains represent the last direct service between
the Ogden-Salt Lake City area and San Francisco.
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We do know that a number of trains have beea eliminated in this fashion; for

example, the curtailment of Erie-Lackawanna metropolitan service in 1967.

On balance, the relatively steady levels of commuter patronage from 1961 to
•
•

the present would substantiate the conchision that large-scale discontinuances

of primary commuter service have not occurred.

In the few commuter cases decided by the Commission, our approval of

discontinuances has been based on the losses caused by commuter service and

one or more of the following conclusions:

(1) The cessation of service affected lightly patronized lines;

(2) Adequate alternative transportation existed;

(3) The service would be continued by a governmental agency on a

contract basis with the carrier; or

(4) Continuation of the service would create a real and immediate

threat to the carrier's solvency.

A summary Of most rail commuter cases considered under section 13a

and abandonment proceedings under section 1(18) are set forth in our recent

report to the Senate Subcommittee on Housing and Urban Affairs. Even with

the threat of future or present carrier bankruptcy, the Commission has been

extremely reluctant to reduce essential commuter service.

In requiring the carriers to continue providing needed service despite

their weak overall financial condition and the losing nature of such services,
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the Commission has also held that the public must fulfill its responsibilities.

In New York, N. 11 & H. R Co. Trustees - Discontinuance of All Interstate 

Passenger Trains, 327 I .0 .C. 151, 221 (1966), a proceeding involving the

discontinuance of the bulk of the bankrupt New Haven's passenger service,

including the important New Haven - New York "west end" commuter service,

the Commission elaborated on the criteria for the appropriate policy "mix" of

public and private action in this area. In denying the greater part of the carrier's

proposal, the Commission underscored the carrier's obligation to the public

saying that...

IT/he railroad must accord to promotion of its economically
viable passenger service the same reasonable effort (emphasis
in original) it would accord to promotion of its basic freight
services. . ./ T/his reasonable effort need not be sustained
beyond that point at which the carrier can demonstrate an un-
willingness on the part of the public either to sustain the service
through patronage or by assuming a fair share of the cost of
sustaining such services.

In terms of the financial and other support which the public might be expected

to provide, the Commission stated at page 223 of the same report:

We believe that the reasonable level of public support should in
fact be construed as that level of financial or other public
assistance which will stimulate the carrier to initiate or, if
already initiated, continue its own reasonable effort to sustain
and improve essential and economically viable passenger serv-
ices. This, we think, is the kind of creative cooperation which
will most productively revitalize and invigorate the operation
of America's privately owned rail passenger operations.
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Thc application of section 13a to intercity trains has produced substantially

more elimination of intercity service than has occurred with respect to commuter

operations. 31 Approximately 80 percent of the regular trains discontinued

were intercity trains. 32

Intercity Trains Discontinued

District

Total Intercity33
Trains Removed
August 1958-May 31, 1968

Intercity Trains34

Discontinued
Under 13a

Percent
Removed
Under 13a

Eastern
Southern
Western

Total

376
128
354

118
78
206

31.4
60. 9
58.2

858 402 46.9

31 While commutation and suburban transportation is performed on portions of

some medium-distance trains, an intercity train in this report is defined

as a train which was operated by a carrier for a distance over 75 miles in

regular passenger service four or more times a week. See footnote 14.

32 After removing the discontinuances of mixed, seasonal, weekend, and

holiday trains, as well as discounting partial route discontinuances,

duplications, and those trains that continued operations, the total number

of all trains discontinued under section 13a is reduced from 913 to

approximately 500. The difference between the total and the 402 intercity

trains represents commuter and other short-haul trains.

33 Data on total train losses are based on the analysis presented at pages 14-17.

34 Partial reduclion of ..vice under section 13a was counted as a discontinu-

ance only if ilk: remaining service did not qualify as an intercity train, as

defined. This cpproach, therefore, eliminates duplications witch would be

caused where the route of a train was shortened in two or more proceedings--

and the procedures arc consonant with the survey of intercity trains.
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From 1958 to May 31, 1968, the discontinuances of regular intercity

trains numbered 402, or 46. 9 percent of the net change in total regular

intercity trains during this period. More trains were discontinued through

state procedures than Federal procedures. The trains discontinued via

section 13a generally involved longer routes and more important trains.

Eastern carriers accomplished 31.4 percent of their train eliminations

under section 13a; southern carriers, 60. 9 percent; and western carriers,

58. 2 percent. These regional variances stem basically from the differences

in state procedures and attitudes toward train discontinuances. A comparison

of individual carriers' total discontinuances with those under section 13a

in Appendix B supports the conclusion that some carriers operating inter-

city service in the East and in the Southwest have accomplished most of

their discontinuances via state jurisdiction. At the opposite extreme, carriers

with intercity service--both intrastate and interstate--in other regions have

been granted few train curtailments by state action.

Intercity discontinuance proceedings have also reflected general

substantive differences with commuter cases.
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The low level of oatronoge and availability of other means of transpor-

Lakin i.(n• intercity travel often minimize the public need factor under section

13a.
35 

Air, bus, and private automobile all compete successfully with the

intercity train. Unlike the many commuters who have no practical or economical

alternatives to rail commutation, the bulk of intercity travelers usually are

not dependent on rail service. In fact, the majority of them have already

completely forsaken the railroads for reasons of speed, cost, convenience,

or mobility.

The recognition of the necessity for maintaining commuter service

has generated increased public and governmental concern. That concern has

been translated into various types of assistance to ease the railroads' burden

of providing a deficit service. In realization of the need for commuter service

and the possibility of public aid, the Commission has required the continuance

of heavy-deficit operations. 36

The intercity train has few regular patrons. It serves points which

share neither a community of interests nor have the appropriate governmental

35 Southern R. Co. v. North Carolina, 376 U. S. 93 (1964).

36 See Hearing: :Jefore the Subcommittee on Housing and Urban Affairs of

the Comm_' 2e on Banking and Currency on the Effect of Railroad Mergers

on Commut._-- Transportation, 90th Cong. , 2nd Sess., at 223 (1968).
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apparatus for developing a program of assistance. For the past decade,

the plight of intercity rail passenger service has prompted the proposal of

scores of remedies, with meager results. The lack of any current program

for outside assistance to railroads does not indicate that the present burden

will be relieved in the future. Temporary postponements based on the

possibility of such assistance would be unrealistic in the present environment.

The adverse conditions surrounding intercity trains in the past ten

years do not justify attempts by some railroads to downgrade service

deliberately in an attempt to prove particular trains are an undue 'burden. In

requiring the continued operation of two Southern Pacific trains, the Commission

found:

The evidence in this proceeding makes it abundantly clear that

Southern Pacific has continued to discourage use of these trains

by passengers. In fact, it has intensified its efforts in that

direction. Whenever it appears, as it does in this proceeding,

that a carrier has deliberately downgraded its service in order

to justify discontinuance of a train irrespective of the actual

or potential needs of the traveling public, the Commission will

order the service to be continued. *** The Commission will

not find burdens on interstate commerce within the meaning of

section 13a of the act to be "undue" if those burdens are
voluntarily created by carriers for the purpose of obtaining a

favorable decision from the Commission. 3/

37 Southern Pacific Co. Discontinuance of Trains Nos. 39 and 40 Between 

Tucumcari, N. Mex. , and Phoenix, Ariz., 328 I. C. C. 360, 365 (1966).
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And five months after that, the Commission approved the report and

recommended order of the hearing examiner in Finance Docket No. 23756

which required the ccn:inuance of the Shasta Daylight after crotestants had

shown with "unmstalcable clarity that the carrier had discouraged passenger

traffic."

Section 13a deals p-i-ir.aarily with the elimination of existing trains.

However, the quality of ,Tassenger service is another matter of growing public

concern. In section 13a cases, the quality of service has been a relevant

factor to be ccnside with respect to whether a carrier should be

permitted to eliminate a train. Whether the Commission has the authority to

impose minimum standards of passenger service is now being litigated. Section

13a does not confer such power on the Commission, but the issue has been placed

before the Commission in docket No. 34733,  Adequacies - Passenger Service - 

Southern Pacific Company aetween California and Louisiana. While the

recommended report and order of the hearing examiner, issued on April 22,

1968, did find we have such authority, the parties to this proceeding are still

filing replies, and it would be inappropriate to comment further on this

pending matter. Once this case is ready for Commission action, we will

give it our full and expedited consideration.
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An additional responsibility of the Carriers to the public was outlined

in a recent proceeding where the carrier had stated it would continue a passenger

train if permitted to consummate a proposed merger and subsequently filed

to discontinue that train. In No. Pac, Co. Discont. --Fargo to Seattle-Tacoma,

333 I. C. C. 15, 39, Division 3 of the Commission stated:

Here, we think the record clearly establishes that this service
is being heavily patronized, that the number of passengers has
been increasing, and that a public need exists for its continuance.
We conclude that continued operation is required by the public
convenience and necessity. Unquestionably the trains should be
maintained if any carrier can be found which is financially able
to maintain them. Such a carrier is the Northern Pacific. But,
ignoring the Northern Pacific for the moment, one carrier
both willing and able is Burlington Northern, Inc., the product of
the successful application in the Merger proceedings. Although
it is not yet in existence, we know that the new carrier will
begin life in a strong financial condition and that in its bid for
merger approval, it expressed willingness, even eagerness,
to maintain both the Mainstreeter and the North Coast Limited.
These and similar unusually specific pledges about continued
and improved service unquestionably contributed to the public
support the merger received and helped to dissolve the opposition.
The promises were carefully stated under oath in the record in
the merger proceeding; and we have every confidence that these
promises will be honored as a covenant with the public whose
support they, in effect, purchased.

Despite the heavy emphasis placed on the discontinuance of passenger

service by many railroads and the overall decline of that service, railroads

still retain the fundament' obligation "to provide service if the public
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convenience :oil necessity require itkand . . this obligation is not automatically

extinguished by an operating loss. 38 The Commission strongly supports

this policy. Nothing in this report should be interpreted as representing a

change in these attitudes in our'atitniniliotriltitm of section 13a.

38 333 I. C. C. 15, 39(1968)
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V. COMMISSION RECOMMENDATIONS: 1959-1967

The Commission's investigation of rail passenger service has not

been confined to section 13a. In its report issued in 1959, 39the Commis-

sion recognized that the carriers cannot be expected to sustain heavy losses

on passenger service indefinitely without some public assistance. Nine steps,

including such public policies as tax relief and public subsidies for essential

passenger services were recommended to maintain and improve rail passenger

service. A detailed list of those steps is attached as Appendix K.

The Commission found that the New Haven's passenger deficit was the

primary cause of that carrier's financial difficulties in a 1961 case which con-

cerned a general increase request for passenger fares and later a petition

under section 77 of the Bankruptcy Act. 40 To enable the carrier to operate

again on a sound basis, the Commission made recommendations In three areas:

(1) self-help by the carrier (principally abandoning unprofitable operations and

reducing operating costs with emphasis on wage savings),

39
Railroad Passenger Train Deficit, 306 I.C.C. 417 (1959)

40
Passenger Fares, New York, New Haven and Hartford Railroad Company,
314 I.C.C. 377. (1961)
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(2) state and local assistance, and (3) Federal Government assistance in the

form of a subsidy.

In this connection, the Commission noted that Federal, state, and local

government promotional programs for highway development and a policy of

continued subsidy to air carriers operated to the disadvantage of railroad passenger

service. The Commission further noted the country was experiencing a population

explosion intensified by a shift from rural to metropolitan areas and, as a result,

rail commutation service would be more important in the years to come. Although

the railroads could effectively compete with other modes under conditions of

competitive equality, in view of the subsidies to other modes of transportation,

a modest Federal subsidy program to alleviate the railroad passenger deficit

problem was considered essential.

The Commission has also submitted several recommendations to the

Executive Branch to improve itie'intrcity rail passenger service, including a

pireposal that the Department oi Transportation and the ICC conduct a srLicI•i

41
esoential national rail passenger system.

The assistance provided by governmental agencies to reduce connintrza.1.-

deficits has been increasing in scope and magnitude in the past few yearo, F.,Kfte.

and local aid in the Northeast, in particular, has been instrumental in preserih-v,-

essential commuter service dyring.the past three years. Without this hP.!..11,

doubtful that commuter servica would exist today for many communities.

41
Hearingei•on Passenger Train Serve Before the Subcommittee on Surfacz,.

Transpoilation of the .SeriatF. C./mtay,tale on Commerce 90th Cong., 1st ,

ser. 90-j7, pt. 2, ai2O5 1.1967).
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Outside of the state tax reform and the Northeast Corridor Project,

governmental policy with respect to intercity service has not been changed.

The underpatronized and uneconomic trains of 1958 have been eliminated --

at an annual saving estimated by the rail industry to be about $1 billion in

1967. Despite this paring of little used service, rail passenger service has

continued to attract fewer intercity passengers each year, and some trains

that were marginally profitable have been turned into substantial losers.
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VI. CONCLUSIONS AND RECOMMENDATIONS

While section 13a has brought a measure of the intended relief for

the railroads in that the undue burden of numerous underpatronized trains

has been eliminated, the policy of that statute being remedial is neither

broad enough nor deep enough to cope with the current passenger train

problem.

One inadequacy stems from the conclusion reached by long-haul

passenger carriers that there is no future in such service and that outlays

for equipment, promotion, and service improvements would succeed only

in prolonging an already moribund operation. To those who have reached

such a conclusion,the provision of relief from uneconomic passenger

services under section 13a makes it impractical and probably imprudent

for them to invest large amounts of capital in non -commuter rail passenger

facilities. Railroads which invested heavily in equipment and promotion

after World War II only to see their patrons flock to other modes and their

costs to rise inexorably have simply curtailed capital expenditures. Thus

service today is provided in aging equipment which is subject to continually

mounting maintenance costs. These rising costs, with the constant pressures

of wage increases and the steady diversion of traffic to other modes, continually
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join forces to covert profitable trains into deficit operations. Mail

revenues which once sustained the movement of little -used passenger

cars are no longer available as a practical matter for that purpose.

On balance, significant segments of our intercity rail passenger

system appear headed into a final downward spiral. Our conclusion does

not imply that all such service will disappear during that period. In

general, major passenger routes along Eastern Seaboard and the East -

West service from the Mississippi to the Atlantic have not met with any

drastic decrease in frequency of service or in geographical coverage

between large urban areas. Costs are rising. Patronage, trains, and

mail revenues are declining, Service and equipment are deteriorating.

Government assistance in this sector has been absent or ineffectual.

Widespread concern has gone little further than expressions of alarm.

The acceleration of the decline in intercity rail passenger

service is only too evident when 1967 is compared with the prior year.

. The number of non-commutation passengers has declined

6. 8 percent.

, Passenger miles and passenger revenues each dropped

15, 4 percent reflecting the reduction of long and medium -

distance rail travel.
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. Mail revenues dropped 21. 1 percent, and the estimated

passenger deficit increased 21. 3 percent.

The greater rate of discontinuances in the past nine months will

sustain this sharp downward trend through 1968,

Another inadequacy in the present situation is that regardless of

how particular cases are decided, neither the public's sense of justice nor

the carrier's need for relief can be satisfied Whether or not passenger

trains are used, there is a widespread and thoroughly ingrained belief that

they are needed --not only in the sense of providing transportation for

individuals, but also as a public asset needed for the development and

growth of territories and communities served. Whether the latter belief

has a basis in fact in the case of non-commuter trains is questionable.

It has been challenged as stemming from nostalgia. The evidence on it

in particular cases before the Commission consists primarily of opinion

statements by public officials. Lacking are proven facts of sufficient

weight to support the formation of national policy requiring large expenditures

of funds and effort, be they public or private.

At the same time, railroads face increasing competitive pressures

in their freight business from other modes of transportation. This compounds

the rail industry's difficulty in absorbing the passenger deficit and makes
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that deficit even more burdensome.

Under the policy of section 13a, before the Commission can order

the continuance of a passenger service, it must be able to find that there

is a public need for the service and that the continuation will not impose

an undue burden on interstate commerce. Section 13a was not designed to

promote passenger service, but to allow the carriers to reduce it. While

the law does recognize that the railroads are common carriers with

commensurate responsibilities to provide passenger service even if that

service is unprofitable, the extent of that commitment is not unqualified.

When the cost of providing that service reaches a point where it is

unreasonably high considering the public need for the service, the

carrier's financial position, and alternative forms of transportation, dis -

continuance is permitted by law. More and more trains can be expected

to reach this point. The wholesale collapse of all non-corridor inter -

city service is not imminent, but the prognosis is grave - fatal in some

areas.

In a period where fewer people are using a shrinking rail

passenger system for trips beyond 75 miles, generalizations about the

value of such service may unfortunately obscure the real needs which

non-corridor intercity service still provides to many people. The 12. 8
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million non-commuter trips in the West and the 7. 3 million trips in the

South last year represent a significant, if not relatively substantial,

public service. In 1967, there were approximately 78 million non-

commuter trips provided by Eastern railroads. However, this total

represents a large number of trips performed by suburban and commuter

trains in addition to corridor service between Boston and Washington,

D. C.

Clearly, all levels of government will face extremely heavy

burdens in order to enlarge the present highway and air systems to

accommodate public and private transportation to the future expansion

of intercity travel, Therefore, it is imperative that a comprehensive

review be initiated of the future contribution which a modernized rail

passenger system could make before some vital services are abandoned.

What needs does the present intercity rail passenger system

fulfill? The discontinuance proceedings in the last 10 years provide

some insight.

The vast majority of rail intercity passengers utilize this

service only a few times each year. The businessman, who was a

sustaining source of long distance rail revenues more than a decade ago,

has switched to air travel because the savings in travel time cannot be

ignored.
- 52 -



65

Rail travel still provides a real service to those who fear

flying. For those who do not own automobiles or prefer not to drive,

the railroad has a distinct value. Students, servicemen, the less

affluent and senior citizens are the most frequent groups who use rail

service. Some rail routes provide excellent service for tourists who

want to view the country during their vacations rather than speed to

and from a single destination.

Railroads also furnish passenger service that is less subject

to cancellation because of weather conditions. Although its ability to

prevent a near breakdown in intercity travel when the highways and

airways are closed is tapped only infrequently, it is a very vital

service during those periods.

Peak travel demands of holiday and vacation traffic are also

substantially eased by rail service. Unfortunately for the carriers,

a large part of the public uses the railroads only when they are crowded

over the holidays or when the weather is bad. The reserve capacity of

railroads to transport large masses of people during periods of national

emergency is another asset of an intercity rail passenger system,

although the precise function of the railroads has not been evaluated by

the Federal government in connection with the need to preserve such

service.
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We strongly believe that the present network at daily rail

passenger service between major cities cannot be maintained intact

over the next few years without a change in Federal policy. This

policy defines the limits up to which a common carrier can be

required to continue service: it will preserve service as part GI the

carriers public responsibilities only to the point where the service

becomes an undue burden

There has been no Federal consensus on whether the public

need, present and future, for long and medium &stews service is

substantial enough to warrant restricting the discontinuance of additional

rail service. For at least a decade, recommendations for governmental

changes with respect to intercity rail service have failed again and again.

In retrospect, these proposals or means to rejuvenate rail service appear

to have failed because the need for the service was not considered

significant enough to require greater contributions from either the

carriers, the government or the public.

The development of a rail system adequate for future needs of

the nation cannot be attained simply by preserving those trains which

operate today; the service must be extensively modernised. Such a

transition will require substantial commitments on the pqat of all who
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have a stake in this venture - the carriers, the Federal government,

state and local bodies, and the travelling public. But additional

discussion on the nature and extent of these commitments sidesteps

the real issue of whether the service is needed beyond the present mix

of private and public policies.

We therefore recommend the initiation of a comprehensive

study on the need for a National Rail Passenger System and the methods

for developing a modern rail network if such a system is desirable .

While the main emphasis of the study would be directed toward

developing policies for rail service, such consideration can only be

inade in the context of all transportation modes. The study has already

been partially begun with the institution of the High Speed Ground

legislation, including the Northeast Corridor Project. It should be

broadened to include the need for medium and long distance rail service.

The study should determine:

- -Existing capacity of all modes for meeting the

nation's present passenger transportation needs;

- -Anticipated expansion of those resources by 1975 on

the basis of current governmental or private activities

(such as the Interstate Highway program, by Government,
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and auto production increases, by industry);

- The Nation's expected passenger transportation needs,

including business, private, and defense movement,

between now and 1985;

--The ability of the existing resources, or resources as

expanded by current governmental or private programs,

to meet these anticipated needs adequately, efficiently,

economically, expeditiously, safely, and comfortably,

at least as far ahead as 1975;

- -The ability of an improved rail passenger service to

meet these anticipated needs and the net costs of

providing that service;

- -The proper role of the carriers and governmental

bodies in developing the required quality and quantity

of service, including methods of financing operations

which are necessary but not economically viable for

the carriers.

We believe that Congress should initiate this study under the

appropriate committee leadership, or in the alternative, that the

Department of Transportation with the assistance of the Interstate
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Commerce Commission should assume the direction of such a study.

In either case, the study group should utilize the expertise in those

other government agencies which are involved with rail passenger

service including the Department of Defense and the Post Office

Department. The views of the transportation industry, local and

state agencies and other concerned interests should be considered

also. We pledge our full cooperation in such a venture.

While the completion of all facets of the study will require

a period of time, the primary emphasis should be placed on the

definition of a clear declaration of Federal policy. Exhortation of rail

management to reverse the shrinkage and deterioration of rail service

is futile as long as the Federal government does not recognize that

some level of intercity service is essential and must be preserved.

(The present policy as generally set forth in section 13a merely offers

the guidelines for eliminating service. ) The absence of positive policy

and actual involvement at Federal level, except for the Northeast

Corridor project, cannot help but reinforce the present downward trend.

Once a more affirmative general policy is enuaciated, appropriate steps

can be taken to implement the policy and draft appropriate legislation.

- 57 -



70

In the interim, the Commission believes that steps should be

taken to maintain a minimum level of essential railroad passenger

service. The most appropriate vehicle for this effort is section 13a

of the Interstate Commerce Act suitably amended to modernize its

provisions and render them more effective as an instrument of policy

during the duration of the study.

During the 90th Session of Congress, the Commission has urged

that section 13a be amended to improve the present procedures for

handling train discontinuance cases. 42 These amendments included

provision for: (1) additional time during which the Commission could

consider the initial notice of discontinuance filed by a carrier; (2)

additional time for the Commission to conduct hearings and determine

a section 13a proceeding in those instances where an investigation of a

proposed discontinuance is ordered; (3) specifically assigning the

burden of proof to the carrier or carriers proposing a discontinuance

or change; (4) the power to fashion appropriate conditions pertaining

42 Hearings on Passenger Train Abandonment Before the Subcommittee
on Transportation and Aeronautics of the House Committee on
Interstate and Foreign Commerce, 90th Cong. , 1st Sess, , ser. 90-4
(1967), and Hearings on Passenger Train Service Before the Subcommittee
on Surface Transportation of the Senate Committee on Commerce, 90th
Cong. , 1st Sess. , ser. 90-17, pt. 1(1967).
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to operations and service; (5) clarifying the right of judicial review;

and (6) certain minor jurisdictional changes.

Although all of these amendments are included in S. 1175 and

H. R 7004, which implements a legislative recommendation of the

Commission and has been the subject of hearings before both the Senate

and House Committees, we have drafted a revised version of this

proposal which is set forth in Appendix L. While most of the provisions

are similar to those appearing in S. 1175 and H. R. 7004, they have been

revised to reflect the testimony offered on these bills by the railroads

and other parties in the course of the hearings. In addition, the revised

bill includes the changes in Senate passed S. 2711 suggested by Chairman

Tierney in his testimony before the House Committee on February 20,

1968

As a result of our preparation of this report, three additional

amendments to section 13a, hereafter discussed, appear to be desirable,

including specific provision for the study previously recommended in this

report.

The draft bill is composed of two sections. Section 1 revises

section 13a in its entirety and makes the following changes:

(1) Limits application of section 13a(1) to passenger

trains and ferries. Although present section 13a(1)
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technically covers both freight and passenger

service, no discontinuance of freight service has

been presented to the Commission under this

section. This minor technical change reflects this

fact. Other minor changes, taken from H. R. 7004,

also clarify the Commission's initial jurisdiction

over service between a point in a State to a foreign

country. - Derived in part from H. R. 7004.

(2) Requires the posting of the notice on the property

of carriers other than those proposing a discontinuance

where the train or trains are part of a joint service. -

This provision is new.

(3) Requires a notice of discontinuance to be filed 60 days

in advance of the effective date in lieu of the present

30 days. -Derived from H. R. 7004 except that 40 days 

is changed to 60. 

(4) Incorporates the changes suggested by the Commission

to S. 2711 to prevent the unilateral discontinuance of

service by a carrier prior to expiration of the notice

period. - Derived from S. 2711.

(5) Changes the present 4 month period during which a
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proposed discontinuance can be suspended to 7

months with the provision for an additional two

months where required to dispose of a petition for

reconsideration. - Derived from H. R 7004.

(6) Imposes the burden of proof on the carrier or

carriers proposing the change or discontinuance

to show that continued operation of the service is

not warranted by the public convenience and

necessity and that such continuance would constitute

an undue burden on interstate commerce and revises

the form of the findings which the Commission must

make to order continuance so as to conform to the

burden of proof. - Revised from provision in H. R. 7004.

(7) Imposes a special test, to last for two years following

enactment, of public convenience and necessity and

financial burden on the carrier for all trains which

represent the last remaining interstate service in

either direction between two points provided by that

carrier and provides that if the Commission requires

such service to be continued, it may condition its
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order to assure the maintenance of a reasonable

level of service. - This provision is new,

(8) Makes minor changes to section 13a(2), dealing with

appeals by the carriers from action or non-action by

a state agency on intrastate service so as to bring

the Commission's handling of these cases in line with

those handled under section 13a(1). - Derived in 

revised form from H. R. 7004.

(9) Clarifies the right of the public to seek judicial review

of a Commission decision permitting discontinuance

in same manner as any other order of the Commission

in the Unites States district courts under existing law

(28 U. S. C. § 1336,1398, 2284, 2321 -25) or, in the

event that either S. 2687 or H. R. 13927 is enacted,

in the United States courts of appeals as provided in

those bills. - Derived with modifications from H. R. 7004.

For convenience in identifying these changes in the draft bill in

connection with the remainder of section 13a which is not changed, the

changed portions of section 13 are underscored and numbered in accordance

with the above summary.
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Except for items 2, and 7, all of these recommendations

have been proposed, in one form or another, in the course of the

hearings on H. R 7004 or S. 2711.

Item 2 provides for more adequate notice to rail passengers

and is basically self-explanatory.

Item 7 summarizes a further change in section 13a(1) and

reflects our belief that no railroad should be allowed to remove its

last regular intercity passenger service between any two points in

interstate commerce for a period of two years commencing with this

amendment of section 13a, unless there was no public need for such

service or the continuation of such service would impair the ability

of the railroad to meet its common carrier obligations considering

its overall financial condition.

To provide for unusual circumstances in which the postponement

of the last service could not be justified, this provision permits a

discontinuance to take effect where there is no real public need. Under

the present policy, trains can be required to continue service only if

there is a need and no undue burden. The costs of providing the last

service would no longer be a primary criterion during the study. Many

poorly patronized trains have long since departed, but the provision
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would add flexibility to meet changing conditions. It would also avoid

the difficulties and controversies attendant to predesignating certain

routes and areas as essential without the benefits of accurate traffic

data as well as the rigidity implicit in this approach.

A similar proviso is included to permit the discontinuance of

service that impaired the ability of the carrier to discharge its common

carrier obligations. The prospects that this exemption would be applied

are slight. However, the present marginal condition of some carriers

does not guarantee that such a situation could not arise and the proviso,

therefore, appears warranted.

If none of these exceptions are found to apply and the continuance

of the last remaining trains is thereby ordered, item 7 also provides

that the railroads must furnish a reasonable quality of service for

these trains.

Finally, the third proviso of item 7 eliminates the present option

for a railroad to seek discontinuance under section 13a(1) or applicable

state law for its last regular service between two points. Since 1958,

the discontinuance of some interstate train service has been accomplished

without prior recourse to either a state agency or the Commission

because of a lack of applicable state law upon which jurisdiction under
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existing law depends And second, the discontinuance of interstate

service has been obtained in piecemeal fashion by carriers receiving

approval from a state agency for a portion of the run and then

submitting the balance to the Commission or to other states. When

the portion discontinued under state law is essential to the continued

viability of the entire operation, the Commission is faced in subsequent

13a(1) proceedings with a portion or portions of a train, the operation

of which is a burden and which the public has abandoned because of a

break in the through service. 
43 

In 1958 there was a general feeling

that some states were too restrictive in permitting the elimination of

unnecessary deficit trains. However, today the situation has changed

to the point where some state actions have forced the curtailment

of trains that might otherwise have been retained. If the Commission

is to preserve a minimum level of service pending the completion of

the study and the formulation of a new policy, this change is essential.

Section 2 of the bill incorporates our suggestions for a study of

intercity rail passenger service to be conducted by the Secretary of

Transportation as discussed earlier.

As a temporary measure, we further recommend that the Post

Office Department consider curtailing any additional reductions in mail

contracts involving passenger trains for two years. Loss of the

43 New York Central R. Co. -Discontinuance of Trains, 331 I. C. C. 616 (1968).
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remaining mail contracts could substantially increase the carriers'

cost of performing passenger service. If the Federal government

is going to demonstrate its leadership through a commitment to review

the needs and means of providing intercity service, it should not be

contributing to the decline of that service until a basic policy has been

formulated.

It is apparent that, whatever permanent policy is eventually

adopted, the present law contains a number of deficiencies which require

reformation and restatement in the context of the present railroad

passenger problem along the lines suggested above. We recognize

that it will take considerably more for a complete and satisfactory

solution to the problem of preserving and improving the country's

essential rail passenger service. In testifying before both Committees,

the Commission stated that:

It is now clear that traditional regulatory techniques,

such as those embraced in section 13a, can serve only a

limited purpose and must be joined with forceful and

imaginative long range planning, research, and development

by the railroads; authorities in local, regional, state and

Federal governments, tnd concerned members or groups

of the general public. 4

44 Hearings on Passenger Train Service Before the Subcommittee on Surface

Transportation of the Senate Committee on Commerce, 90th Cong. , 1st

Sess. , ser. 90-17, pt. 1 at 13 (1967).
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Appendix A
ESTIMATED LNTERCITY PASSENGER-MILES

PUBLIC AND PRIVATE, BY KINDS OF TRANSPORTATION, 1950, 1955, 1958-67

aggregates in millions

Year

Rail-  Motor vehicle 
roads Motor 

Private
and carriers 

auto -
electric of passen- 

mobile
railways gers II

Inland Airways Grand
water- . (domestic) total
ways

1950 32,481 26,436 402,843 1,190 10,072 473,022
1955 28,695 25,519 585,817 1,738 22,741 664,510
1958 23,605 20,756 629,496 2,073 28,522 704,452
1959 22,373 20,364 687,406 2,026 32,566 764,735
1960 21,574 19,327 706,079 2,688 33,958 783,626
1961 20,527 20,279 713,636 2,345 34,599 791,386
1962 20,181 21,801 735,931 2,736 37,491 818,140
1963 18,632 22,538 765,877 2,763 42,765 852,575
1964 18,374 23,344 801,796 2,838 49,185 895,537
1965 17,557 23,775 817,663 3,101 58,083 920,179
1966 p 17,268 24,592 856,358 3,447 69,356 971,021
1967 est 15,000 25,000 937,000 4,000 87,000 1,068,000

percert4e of grand total

1950 6.87 5.59 85.16 .25 2.13 100.0
1955 4.32 3.84 88.16 .26 3.42 100.0
1958 3.35 2.95 89.36 .29 4.05 100.0
1959 2.93 2.66 89.89 .26 4.26 100.0
1960 2.75 2.47 90.10 .34 4.33 100.0
1961 2.59 2.56 90.18 .30 4.37 100.0
1962 2.47 2.66 89.95 .33 4.58 100.0
1963 2.19 2.64 89.83 .32 5.02 100.0
1964 2.05 2.61 89.53 .32 5.49 100.0
1965 1.91 2.58 88.86 .34 6.31 100.0
1966 p 1.78 2.53 88.19 .35 7.14 100.0
1967 est 1.40 2.34 87.73 .37 8.15 100.0

p Preliminary
1/ School bus data are excluded.
Source: 1950, 1955 from Intercity Passenger-Miles, 1949-1956, Bureau of Transport

Economics and Statistics, I.C.C., January 1958.
1958 from 74th Annual Report to the Congress, I.C.C.
1959-1966 from Transport Economics, Bureau of Economics, I .0 .0 . ,
November-December, 1967.
1967 - Estimate by T.A.A.



80

Appendix B

INTERCITY RAILROAD PASSENGER TRAINS,

AuLidST 1958 AND MAY 1968;

TRAIN LOSSES, DISCONTINUANCES AUTHORIZED BY I.C.C.

AND PENDING DISCONTINUANCES

Trains Losses Pending

August May Authorized Discon-

1958 1968 Losses by I.C.C. tinuances 

Su—am--Zar

East 680 304 376 118 11

South 224 96 128 78 8

West 544 190 354 206 24

Total U. S. 1448 590 858 402 43
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Appendix B

Number of Trains Pending Losses
District August May Discon- Authorized
Railroad  1958 12k1 tinuances Losses by I.C.C. 

East

Baltimore & Ohio 30 18 2 12 6
Bangor & Aroostook 2 None 2 0
Boston & Maine 42 None 42 36
Canadian Pacific in 6 2 4 0
Maine 1/

Central Railroad of N.J. 6 None 6 0
Central of Vermont 6 None 6 0
Chesapeake & Ohio 28 22 6 8 a/
Chicago & Eastern 8 2 6 4

Illinois
Delaware & Hudson 12 4 8 0
Erie Lackawanna 30 4 26 16
(DL&W) (16)
(Erie) (14)

Grand Trunk Western 10 8 2 0
Lehigh Valley 10 None 10 10
Long Island 8 6 2 0
Maine Central 16 None 16 0
Monon 6 None 6 2
New York, New Haven & 64 50 14 4

Hartford
Norfolk & Western 52 16 36 12
(New York, Chicago (r:)
& St. Louis)
(Norfolk & Western) (22)
(Wabash) (24)

Penn Central 298 150 9 148 - 20
(New York Central) (132)
(Pennsylvania) (166)

Pennsylvania Reading 4 2 2 0
Seashore

Reading 20 4 16 0
Richmond, Fredericks- 22 16 6 0

berg & Potomac
Total,Eastern District 680 304 11 376 118

1/ Operated two trains in Vermont, in 1958, connecting with B&M.
2/ Includes authorized discontinuance of a train not operated in 1958.
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-
District
Railroad

Number of Trains

Appendix B

Pending
Discon-
tinuances Losses

Losses
Authorized
by I.C.C.

August
1958

May
1968

South

10 4 6 2Atlanta & West Point 1/
(Western Railway of
Alabama)1/

(Georgia Railroad) 1/
Central of Georgia 10 6 4 0
Florida East Coast 8 2 6 0
Gulf, Mobile & Ohio 12 6 6 0
Illinois Central 32 16 2 16 14
Louisville & Nashville 42 10 2 32 24
Seaboard Coast Line 66 36 2 30 18
(Atlantic Coast Line) (34)
(Seaboard Air Line) (32)

Southern V 44 16 2 28 20

Total, Southern District 224 96 8 128 78

1/ Operate coordinated passenger service.
zi Includes Georgia Southern and Florida.
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Appendix B

Number of Trains Pending Losses
District August May Discon- Authorized
Railroad 1958 1968 tjnuances Losses by I.C.C. 

West

Atchison, Topeka & 54
Santa Fe

Chicago & North Western1/ 52
(Minneapolis & St.
Louis) 1/

Chicago, Burlington & 62
Quincy 2/
(Colorado & Southern)a/
(Fort Worth & Denver)2f

Chicago Great Western 4
Chicago, Milwaukee, 44
St. Paul & Pacific

Chicago, Rock Island 30
Duluth MissaL( & Iron 2
Range

Denver & Rio Grande 12
Western

Great Northern 38
Kansas City Southern 2/ 8
(Louisiana & Arkansas)/

Missouri-Kansas-Texas 8
Missouri Pacific Af 58
(Texas & Pacific) Li/

Northern Pacific 40
St. Louis-San Francisco 22
St. Louis Southwestern 2
Soo Line 22
(Duluth South Shore (2)
& Atlantic)

1/ Operate coordinated passenger
V Operate coordinated passenger
2/ Operate coordinated passenger
Li Operate coordinated passenger

28

12

26 4

26

40

36

14

36

16

None 4 4
28 2 16 10

10 20 16
None 2 0

2 10 2

18 20 4
2 6 6

None 8 4
18 8 40 22

12 28 14
None 22 16
None 2 2
None

service.
service.
service.
service.

22 16
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Appendix B

Number of Trains Pending Losses
District August May Discon- Authorised
Railroad  1958 1968 tinuances Losses by I.C.C. 

West (Cont'd)

Southern Pacific 40 12 4 28 18
Spokane, Portland & 6 4 2 2

Seattle
Union Pacific 36 16 4 20 4
Western Pacific 4 2 2 2 0

Total, Western District 544 190 24 354 206

Source: Official Railway Guide, August 1958 and May 1968.
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Appendix C

PASSENGER TRAIN MILES, CLASS 1
RAILROADS HAVINC INTERCITY

PASSENGER SERVICE, 1958 AND 1967

Decrease
District 1958 1967 Miles Percent

Eastern 99,974,736 62,943,122 37,031,614 37.0

Southern 35,170,688 23,937,457 11,233,231 31.9

Western 108,552,318 61,747,346 46,804,972 43.1

Total U.S.243,697,742 148,627,925 95,069,817 39.0

Eastern District 1958 1967
Net
Change

Baltimore & Ohio 7,052,066 3,728,337 (3,323,729)
Bangor & Aroostook 151,635 (151,635)
Boston & Maine 4,391,400 1,567,777 (2,823,623)
Canadian Pacific in Maine 160,788 149,794 (10,994)
Central Railroad of N. J. 1,929,100 1,034,625 (894,475)
Central of Vermont 333,322 2,651 (330,671)
Chesapeake & Ohio 3,242,669 2,346,029 (896,640)
Chicago & Eastern Illinois 922,736 300,603 (622,133)
Delaware & Hudson 690,506 291,020 (399,486)
Erie Lackawanna 7,260,098 3,619,397 (3,640,701)
(DL&W) (3,518,837)
(Erie) (3,741,261)
Grand Trunk Western 1,124,269 867,440 (256,829)
Lehigh Valley 1,237,461 (1,237,461)
Long Island 6,313,723 6,182,866 (130,857)
Maine Central 788,575 1,089 (787,486)
Monon 516,057 177,188 (338,869)
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Eastern District (cont'd) 1958 1967
Net

Change

New York, New Haven &
Hartford 7,686,415 6,115,459 (1,570,956)

Norfolk & Western 6,107,194 2,846,901 (3,260,293)

(New York, Chicago &
St. Louis) (1,172,859)

(Norfolk & Western) (2,291,929)
(Wabash) (2,642,406)
Penn Central 45,143,749 29,795,378 (15,348,371)

(New York Central) (22,108,026) (13,050,571) (9,057,455)

(Pennsylvania) (23,015,723) (16,744,807) (6,290,916)

Pennsylvania Reading
Seashore 801,710 255,349 (546,361)

Reading 3,088,769 2,806,769 (282,000)

Richmond, Fredericksburg
& Potomac 1,032,494 854,450 (178,044)

Southern District

Atlanta & West Point 579,358 373,748 (205,610)

(Western Railway of
Alabama) (164,076) (62,272) (101,804)

(Georgia Railroad) (251,206) (248,976) (2,230)

Central of Georgia 950,964 571,116 (379,848)

Florida East Coast 1,253,551 218,400 (1,035,151)

Gulf, Mobile & Ohio 1,524,112 646,889 (877,223)

Illinois Central 7,366,400 5,881,392 (1,485,008)

Louisville & Nashville 5,820,289 3,048,436 (2,771,853)

Seaboard Coast Line 10,653,461 9,482,351 (1,171,110)

(Atlantic Coast Line) (5,331,317)
(Seaboard Air Line) (5,322,144)
Southern 7,022,553 3,715,125 (3,307,428)

1
Includes Georgia Southern and Florida

-2-
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Western District 1958 1967
Net
Change

Atchison, Topeka &
Santa Fe 17,021,523 13,472,094 (3,549,429)
Chicago & North Western 7,789,841 3,443,816 (4,346,025)
(Minneapolis & St. Louis (412,397)
Chicago, Burlington &
Quincy 12,100,847 7,533,823 (4,567,024)
(Colorado & Southern) (699,298) (321,527) (377,771)
(Fort Worth & Denver) (899,494) (245,145) (654,349)
Chicago Great Western 604,304 (604,304)
Chicago, Milwaukee, St. Paul
& Pacific 7,276,401 4,253,095 (3,023,306)
Chicago, Rock Island 7,929,714 3,623,673 (4,306,041)
Denver & Rio Grande
Western 1,656,439 869,315 (787,124)
Duluth Missabe & Iron
Range 91,020 (91,020)
Great Northern 6,234,540 4,219,057 (2,015,483)
Kansas City Southern 1,544,282 1,446,258 (98,024)
(Louisiana & Arkansas) (543,736) (466,458) (77,278)
Missouri-Kansas-Texas

.
1,618,021 (1,618,021)

Missouri Pacific 9,516,873 3,833,546 (5,683,327)
(Texas & Pacific) (2,343,244) (1,183,385) (1,159,859)
Northern Pacific 5,109,066 3,537,952 (1,571,114)
St. Louis-San Francisco 3,268,224 645,191 (2,623,033)
St. Louis Southwestern 291,696 (291,696)
Soo Line 2,213,751 120,338 (2,093,413)
(Duluth South Shore &
Atlantic) (59,079)

(Minn., St. Paul & Saulte
Ste. Marie) (2,154,672)

Southern Pacific 9,239,057 5,465,210 (3,773,847)
(Texas & New Orlrans) (1,488,079)
Spokane, Portland & Seattle 726,307 562,026 (164,281)
Union Pacific 11,847,714 8,045,888 (3,801,826)
Western Pacific 984,619 676,064 (308,555)

Source: Individual carriers annual reports filed with the Commis-
sion.
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MILES OF ROAD OPERATED IN PASSENGER SERVICE,

CLASS I RAILROADS HAVING INTERCITY PASSENGER SERVICE,

1958 AND 1967

District 1958 1967
1

Decrease

Miles Percent

Eastern

Southern

Western

Total U. S.

Eastern District

26, 046

16,318

62,600

16, 131

13,512

37,392

9, 915

2,806

25,208

38. 1

17.2

40.3

104, 964 67, 035

1958

37, 929

1
1967

36. 1

Net
Change

Baltimore & Ohio 2, 378 2, 261 (117)

Bangor & Aroostook 236 - (236)

Boston & Maine 1,012 211 (801)

Canadian Pacific in Maine 204 201 (3)

Central Railroad of N. J. 277 150 (127)

Central of Vermont 147 172 25

Chesapeake & Ohio 2, 104 1, 806 (298)

Chicago & Eastern Illinois 524 287 (237)

Delaware & Hudson 334 198 (136)

Erie Lackawanna 1, 701 1, 407 (294)

(DL&W) (555)

(Erie) (1, 146)

Grand Trunk Western 528 401 (127)

Lehigh Valley 594 - (594)

Long Island 324 319 (5)

Maine Central 423 - (423)

Monon 422 326 (96)

New York, New Haven & Hartford 888 563 (325)

1 Regional and carrier totals in 1967 do not exclude miles of road over

which passenger service was discontin6ed after January 1, 1967.
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Eastern District (Cont'd) 1958 19671

Appendix D

Net
Change

Norfolk & Western 3,875 1,727 (2,148)
(New York, Chi cago & St. Louis) (958)
(Norfolk & Western) (1, 461)
(Wabash) (1,456)

Penn Central 9,348 5,450 (3, 898)
(New York Central) (5, 077) (2, 787) (2, 290)
(Pennsylvania) (4,271) (2,663) (1,608)

Pennsylvania Reading Seashore 198 198
Reading 412 337 (75)
Richmond, Fredericksburg & Potomac 117 117

Southern District

Atlanta & West Point 347 344 (3)
(Western Railway of Alabama) (86) (86) -
(Georgia Railroad) (175) (172) (3)

Central of Georgia 724 721 (3)
Florida East Coast 395 350 (45)
Gulf, Mobile & Ohio 668 282 (386)
Illinois Central 2, 586 2, 328 (258)
Louisville & Nashville 2, 969 2, 666 (303)
Seaboard Coast Line 5, 071 4, 609 (462)
(Atlantic Coast Line) (2, 729)
(Seaboard Air Line) (2, 342)

Southern2 3,558 2,212 (1,346)

Western District

Atchison, Topeka & Santa Fe 7, 063 5, 894 (1, 169)
Chicago & North Western 4, 240 973 (3, 267)
(Minneapolis & St. Louis) (599)

2 Includes Georgia Southern and Florida

-2-
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Western District (Cont'd) 1958 19671

Appendix D

Net
Change

Chicago, Burlington & Quincy 5,753 3, 924 (1, 829)

(Colorado & Southern) (585) (438) (147) •

(Fort Worth & Denver) (738) (366) (372)

Chicago Great Western 812 - (812)

Chicago, Milwaukee, St. Paul &
Pacific

Chicago, Rock Island
4, 175
4,452

1, 650
2, 699

(2, 525)
(:1,753)

•

Denver & Rio Grande Western 1, 027 814 (213)

Duluth, Missabe & Iron Range 122 - (122)

Great Northern 4,436 3, 033 (1, 403)

Kansas City Southern 1,316 1, 238 (78)

(Louisiana & Arkansas) (530) (452) (78)

Missouri-Kansas-Texas 1, 175 (1, 175)

Missouri Pacific 6, 308 2, 303 (4, 005)

(Texas & Pacific) (1,223) (601) (622)

Northern Pacific 3, 987 2, 813 (1, 174)

St. Louis-San Francisco 3, 233 925 (2, 308)

St. Louis Southwestern 399 (399)

Soo Line 2,671 177 (2,372)

(Duluth South Shore & Atlantic) (147)
(Minneapolis, St. Paul & Sault
Ste. Marie) (2,402)

Southern Pacific 5, 394 5, 002 (392)

(Texas 8E New Orleans) (1,280)
Spokane, Portland & Seattle 380 380 -

Union Pacific 4, 843 4, 649 (194)

Western Pacific 936 918 (18)

Source: Individual carriers' annual reports filed with the Commission.

-3- •
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RAILWAY PASSENGER REVENUES,

C LASS I RAILROADS
(1957-1967)

aggregates in thousands

United States

Year
Passenger
revenue

Mail
revenue

Express
revenue

Total
2/

revenue -

1957 $735, 108 $291, 306 $ 96,664 $1, 238, 124
1958 675, 162 327,371 90,077 1, 202, 031
1959 65 1, 039 328,215 114,590 1, 202, 914
1960 640, 191 330,685 98,834 1, 176, 335
1961 624,578 340,604 81,913 1, 152, 749
1962 618,811 342,666 81,008 1, 148, 883
1963 587,927 337,567 78,912 1,106, 760
1964 577,772 328,048 79,712 1,085,424
1965 552,885 308,606 75,144 1, 042, 083
1966 543,565 301, 76 0 63,085 1,017,552
1967 p 485,266 *238,206 53,9'34 877, 711

Eastern District

1957 $414,109 $119 , 150 $ 36,730 $ 627,767
1958 378,014 152,346 32,106 618,036
1959 355,791 145,910 44,376 602,200
1960 344,580 141,085 39,889 580,757
1961 335,596 140,991 28,111 561,332
1962 325,930 139,004 28,051 548,590
1963 316,660 135,996 29,124 536,808
1964 315,156 129,827 29,981 527,328
1965 298,894 123,259 30,028 510,051
1966 292,781 120,776 25,084 500,332
1967 p 269,932 106,324 20,639 457,855

* From 1957 through 1966, mail revenues assignable to freight operations did
not exceed $2.8 million. In 1967, all class I line -haul railroads reported
$25.4 million of such revenues, which accounts for a substantial part of
the $63.6 million loss in mail revenues of passenger trains.
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Southern District 

Year
Passenger Mail Express Total

2/
revenue revenue revenue revenue -

1957 $ 93,383 $ 42,512 $ 14,951 $ 164,457

1958 82,068 43,999 14,409 152,812

1959 79,898 44,423 19,373 155,315

1960
1961

82,094
80,431

46,188 18,861
49,097 15,273

158,873
156,581

se

1962 81,588 49,669 15,006 159,465

1963 75,252 49,050 12,853 150,610

1964 72,035 48,517 13,033 148,461

1965 70,962 45,865 12,245 144,483

1966 70,607 41,395 9,585 137,353

1967 p 62,012 28,983 7,800 111,406

Western District

1957 $227,616 $129,644 $ 44,983 $ 445,900

1958 215,080 131,026 43,562 431,183

1959 215,350 137,882 50,841 445,399

1960 213,517 143,412 40,084 436,705

1961 208,551 150,516 38,529 434,836

1962 211,293 153,993 37,951 440,828

1963 196,015 152,521 36,935 419,342

1964 190,581 149,704 36,698 409,635

1965 183,029 139,482 32,871 387,549
1966 180,177 139,589 28,416 379,867
1967 p 153,322 102,899 25,465 308,450

p - Preliminary
1/ Assigned to passenger and allied services.
2/ Columns do not add to total, the difference is miscellaneous revenues,

i .e . sleeping car, parlor aid chair car, switching, incidental, net joint
facility, etc.

Source: Transport Statistics in the United States.

-2-
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Appendix G

RAILWAY PASSENGER DEFICIT
BY CLASS I RAILROADS

(1958-1966)

(aggregates in thousands)

Year United States
Eastern
District

Southern
District

Western
District

1958 $610,424 $206,391 $92,150 $311,883
1959 543,820 177,716 78,509 287,595
1960 485,170 156,029 70,041 259,100
1961 408, 208 137, 531 65, 843 204, 834
1962 394,277 133,643 70,459 190,175
1963 398,875 126,329 77,884 194,662
1964 410,195 130,652 85,371 194,172
1965 420,647 133,162 88,543 198,942
1966 399,645 126,782 87,536 185,327
1967 P 484,891 162,639 102,877 219,375

RAILWAY PASSENGER DEFICIT
RELATED SOLELY TO PASSENGER AND ALLIED SERVICES

Year United States
Eastern
District

Southern
District

Western
District

1958 $82, 262 $ (7, 822) $20, 337 $69, 747
1959 37, 815 (22, 288) 10, 915 49, 188
1960 10, 262 (29, 978) 6, 279 33, 961
1961 (17, 184) (25, 274) 3, 809 4, 281
1962 (12,383) (21, 920) 6,180 3,357
1963 8,787 (24, 409) 16,597 16,599
1964 17,938 (18, 047) 18,696 17,289
1965 43,706 (9,480) 22,179 31,007
1966 30,942 (16,757) 23,837 23,862

( ) Not a deficit.
P Preliminary
Source: Transport Statistics in the United States, Part I Railroads.
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NATURE OF RAILROAD PASSENGER EXPENSES

The railroad passenger expenses are composed of two types, namely,

expenses solely related to passenger service and the passenger portion of

common expenses.

Solely related expenses are relatively easy to identify. They

consist of those expenses which are generated by or incurred on behalf

of the passenger service only and have no relationship to other services

performed by the railroad. Examples of this type of expense are repairs

to passenger train cars, fuel consumed by locomotives in passenger

trains, wages of ticket agents and maintenance of passenger stations.

Maintenance and depreciation of the roadway used exclusively by passenger

trains including such items as replacement of rails, ties, ballast and other

track material, repairs to bridges, trestles, culverts and other elevated

structures, maintenance and depreciation of power transmission systems,

the expenses of the entire passenger traffic department, wages of engine-

men, trainmen, such as conductors and ticket takers and the wages of

certain general office clerks are still further examples of solely related

passenger expenses.
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The passenger portion of common expenses presents more of a

problem. Common expenses ard those which involve an element of both

passenger service and freight service, but neither can be identified individually.

One of the best examples of common expense is maintenance of track which

is used both by passenger trains and freight trains. The wear and tear

which gives rise to the expense is caused by the passage of both freight

and passenger trains but when repair is made, it is not possible to say

exactly how much applies to the use made of the track by each service.

Another example of common expense is a switching locomotive and crew

which is used part of the time to switch passenger cars and part of the

time to switch freight cars. The locomotive may alternate between the

freight switching and the passenger switching several times during a

single day and, as a result, it is extremely difficult to determine how

much of the operating expense of the switching locomotive applies to

each service.

Other expenses which fall into this category and are equally

difficult to divide are such items as wages of train dispatchers, yard

switch and signal tenders, yardmasters and yard clerks, yard conductors

and brakemen, all of whom may alternate their activities between freight

-2-
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service and passenger service from hour to hour or even more frequently.

Moreover, the maintenance, fuel, lubricants, water, other supplies and

facilities used to service common locomotives, that is, locomotives

used alternately in both services, are also common expenses difficult

to separate.

It is precisely the difficulty described which has led to the separation

of common expenses on the basis of apportionment factors which give some

indication of the degree of use each service makes of the common expense

"center" and consequently the best estimate of the amount of the expense

which applies to each service. The "Rules Governing The Separation Of

Operation Expenses, Railway Taxes, Equipment Rents, and Joint Facility

Rents Between Freight Service and Passenger Service," issued by the

Commission, contain the apportionment factors considered appropriate

for separating each railroad expense account. To illustrate, maintenance

of common running tracks, including rails, ties, etc., are separated on

the basis of each service's proportionate share of the total gross ton-miles

operated over the common track. Repairs to common locomotives are

separated using the miles run by the locomotives in each service. Some

accounts, such as supervision, are separated on the basis of the separation

"3- •
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of expenses contained in the accounts to which it is an overhead. It should

also be noted here that the separation rules provide for the railroads to

substitute other methods of separation if they can be shown to be as good

or better than the separation rules.

There is another aspect of expense which has been termed "avoidable"

expense. Avoidable expense is a concept denoting an amount of expense

which will cease if its related causative factors also cease. For example,

if a single train were discontinued, the wages of the train crew of that

particular train would no longer be incurred and those wages fall into the

category of avoidable expense. If a group of trains were discontinued, a

section of track, a terminal, stations, signals, a repair facility and all

the expenses related thereto might be eliminated. These then would

also be considered avoidable expenses.

The term avoidable applies to some but not necessarily to all of

the solely related expenses. The term avoidable applies to some but

never all of the common expenses. For example, a ticket agent whose

wages are solely related to passenger service would still be required if

only one of a large group of trains were discontinued. Therefore, his

wages would not be avoidable unless all of the trains for which he sells

-4-
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tickets were discontin2ed. Zn the other hand, a common locomotive

might be eliminszec2 in the ever:: that all passenger service were dis-

continued if a companion common locomotive were able to absorb its

freight portion of the freight workload.

-5-



•

103

Appendix I

DISCONTINUANCE PROCEEDINGS SECTION 13a
FISCAL YEARS 1959 - MAY 31, 1968

SECTION 13a(1) (INTERSTATE)

TABLE 1

FISCAL YEAR - 59 60 61 62 63 64 65 66 67 68 TOTAL

NOTICES FILED 28 21 14 16 13 21 24 31 33 66 267

TRAINS
DISCONTINUED 24 89 20 50 14 89 47 96 53 103 585

TRAINS REQUIRED
TO CONTINUE IN
SERVICE 14 11 6 26 9 13 11 250 18 30 388

DISMISSED OR
WITHDRAWN 5 2 8 0 8 8 10 107 86 10 244

SECTION 13a(2) (INTRASTATE)
TABLE 2

FISCAL YEAR - 59 60 61 62 63 64 65 66 67 68 TOTAL

NOTICES FILED 12 8 4 3 1 6 7 3 2 5 51

TRAINS
DISCONTINUED 0 4 29 11 2 2 233 39 6 2 328

TRAINS REQUIRED
TO CONTINUE IN
SERVICE 0 8 2 21 2 1 2 2 0 0 38

DISMISSED OR
WITHDRAWN 0 16 10 37 3 0 2 6 7 2 83
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APPLICATIONS FOR DISCONTINUANCE OF INTERCITY
PASSEQER1R.8Svm3.4.4 SECTION 13a PENDING

." T̀, " • •

EAST

Railroad
Baltimore & Oalo

Penn Central

SOUTH

Railroad
Illinois Central
Louisville and Nashville
Seaboard Coast Line
Southern Railway

WEST

Railroad
Chicago, Burlington

& Quincy

Chicago, Milwaukee,
St. Paul and Pacific

Misouri Pacific

Mistis5uri Pacific and
Texas Pacific

Union Paclic

Western Pacific
Southern Pacific Co.

TFign
Nos.'

37 & 40 Wash. , D. C. - Cumberland
51 & 52, Wash. , D. C. - Cumberland

404 & 405
. 50 —
53
65 & 65
3 & 30
357 

Boston- Albany
Chicago - New York
Pittsburgh - Chicago
Chicago - Cincinnati
New York City - St. Louis
Detroit - Chicago

3 & 4 , Chicago - Memphis
6 & New Orleans -Cincinnati
15 & 16 Hamlet, N. C. - Birmingham, Ala.
-128 &7-2 • Cincinnati - Cohnnbia

22 & 23
26 & 27

1/7 & 118

7 & 8
27 & 28
23 & 24

3 & 4

17 & 18
5 &6

Omaha - Kansas City
Omaha - Kansas City

Chicago - Madison

St. Louis - Texarkana
Texarkana - Fort Worth
New Orleans - Marshall, Tex.

St. Louis - Fort Worth

Kansas City - Portland, Oregon
Omaha - Los Angeles

17 & 18 San Francisco - Salt Lake City
101 & 102 Ogden - Oakland, Calif.
1 & 2 New Orleans - Los Angeles

Filed 

2/23/68

1/23/68
3/18/68
3/18/68
4/11/68
4/26/68
5/17/68

5/29/68
4/3/68
5/27/68
1/19/68

1/23/68
1/23/68

2/26/68

2/7/68
2/7/68
2/7/68

6/5/68

1/15/68
1/24/68

1/17/68
1/15/68
5/24/68
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Appendix K

RECOMMENDATIONS OF RAILROAD PASSENGER TRAIN DEFICIT

306 I.C.C. 417 (1959)

1. That the 10-percent Federal excise tax on passenger fares be repealed.

2. That Federal tax laws be amended to encourage local and State tax re-

lief, at least to the extent of disregarding State and local provided "pre-tax net

income" for Federal tax purposes.

3. That State and local governments take such steps as may be required to
effect a greater degree of equity with respect to tax burden on railroad property in
relation to taxpayers generally and consistent with the desire of their communities
for retention of commuter and other passenger-train service.

4. That where the railroads are unable to operate a particular local or
commuting service at a profit, and where such service is essential to the community
or communities served, that steps be taken by State and local authorities, or both,

to provide the service paying the carrier the cost plus a reasonable profit.

5. That the executive departments of the Federal Government consider the

implications of the national transportation policy in connection with the procurement
of passenger-train services by the Post Office Department, Department of Defense,
and other agencies of the Government.

6. That railroad management take steps to eliminate duplicate passenger
trains, terminals, and other facilities insofar as will be consistent with the law
and the public interest.

7. That experimentation by the railroads with new types of coaches, sleeping
cars, dining and other facilities be continued.

8. That railroad managemert should continue its efforts to improve the
attractiveness of railroad passenger service as a means of stimulating more ade-
quate volume of traffic.

9. That railroad management make studies of the elasticity of demand (effect
of price on volume of traffic) for railroad passenger service so as to provide a basis
for adjustment of fares, adjustment of schedules for convenience of prospective passen-
gers, and systematic, continuous, and higher quality advertising and promotion gen-
erally designed to improve public acceptance of rail travel. Every possibility of
developing additional patronage should be fully and continually explored.
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A BILL

Appendix L

To amend section 13a of the Interstate Commerce Act, to authoxime astudy

of essential railroad passenger service by the Secretary ofTrans-

portation and for other purposes.

Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That section 13a of Part I of the

Interstate Commerce Act (49 U.S. Code 13a) is amended to read as follows:

"13a (1) A carrier or carriers subject to this part, if their rights with

respect to the discontinuance or change, in whole or in part, of the operation

(1)
or service of any passenger *train or ferry operating between a point in one

State, the District of Columbia, or a foreign country and a point in any other

State or in the District of Columbia, are subject to any provision of the consti-

tution or statutes of any State or any regulation or order of (or are the subject

of any proceeding pending before) any court or an administrative or regulatory

*Numbers refer to summary on pp. 59 - 62 of the Report.
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Appendix L

agency of any State, may, but shall not be required to, file with the Com-

mission, and upon such filing shall mail to the Governor of each State in which

such train or ferry is operated, and post in every station, depot, or other

(2)
facility served thereby, including stations, depots, or facilities on the property

of other carriers which share in the operation of said train, notice at least

(3)
sixty days in advance of any such proposed discontinuance or change. The

(4)

carrier or carriers filing such notice may, upon the expiration of, but not during,

the notice period, discontinue or change any such operation or service pursuant

to such notice except as otherwise ordered by the Commission pursuant to this

paragraph, the laws or constitution of any State, or the decision or order of, or

the pendency of any proceeding before, any court or State authority to the contrary

notwithstanding. Upon the filing of such notice the Commission shall have authority

(3)
during said sixty days' notice period, either upon complaint or upon its own initia-

tive without complaint, to enter upon an investigation of the proposed discontinuance

- 2 -
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or change. Upon the institution of ,such investigation, the Commission, by

Its investigation order served upon the carrier or carriers affected thereby

at least twenty days prior to the day on which such discontinuance or change

would otherwise become effective, may require such train or ferry to be con-

tinued in operation or service, in whole or in part, pending hearing and deci-

(5)
sion in such investigation, but not for a longer period than seven months beyond

the date when such discontinuance or change would otherwise have become effec-

(5)
tive; provided That, the Commission may further require such train or ferry to 

be continued in operation or service, in whole or in part, for a period of no 

longer than two months beyond the date specified in its investigation order, pend-

ing completion of the investigation or the Commission's determination of any 

petition or petitions for reconsideration of its decision and order in such invest-

(4)
gation. However, if during the notice period, the carrier or carriers discontinue

or change, in whole or in part, the operation or service of any train or ferry, the 

- 3 -
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Commission shall retain jurisdiction to enter upon an investigation of the change 

or discontinuance and may require the immediate restoration or continuance of 

operation or service of such train or ferry until the expiration of the notice 

period. When an investigation by the Commission is instituted under this section,

(6)
the carrier or carriers filing such notice shall have the burden of establishing 

that public convenience and necessity permit the proposed discontinuance or

change, in whole or in part, and that the continued operation or service of such

train or ferry without discontinuance or change, in whole or in _part, will unduly

burden interstate or foreign commerce. If, after hearing in such investigation,

whether concluded before or after such discontinuance or change has become

(6)
effective, the Commission finds that the public convenience and necessity permits

the proposed discontinuance or change, in whole or in part, and that the continued 

operation or service of such train or ferry without discontinuance or change, in 

whole or in part, will unduly burden interstate or foreign commerce, the Commis-

sion shall by order permit discontinuance of operation or service of such train or

96-907 0 - 68 - 8
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ferry in whole or in part. If, hoFever, the Commission finds thatithe opera-

tion or service of such train or ferry is required by public convenience and

neceasity.and will Aot unduly buzden interstate or foreign commerce, :the Corn-

pission may by order require the continuance or restoration of operation or

service of such Wain or ferry, in whole or in part, for a period not to exceed

(7)
one year from the,date of such order Provided, however, That for two years

following the enactment of this proviso, where any trains or ferry proposed to

be discontinued,tosiresents the last remaining passenger train or ferry operated

in either directiamkry the carrier or carriers proposing such discontinuance, be-

tween a point in„.9e State and to a point in another State, the District of Columbia

or a foreign cotruiy or from a point in the District of Columbia to a point in any 

State or a,foreign,country, the Commission shall-require the continuance of the

operation or serv1ce-in question for one year from the date of its order unless it 

finds that 1) the_public convenience and necessity do not xequire its continuance 

21 .

- 5 -
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or, 2) that it finds that continuance of the service or operation in question 

will impair the ability of carrier or carriers proposing such changes or

discontinuance to meet its common carrier responsibilities, considering the

overall financial condition of the carrier or carriers in question, Provided 

further, That in the case of operations and service covered by the first proviso,

the Commission may attach such conditions to its order requiring the contin-

uance of the operations or service in question as are just and reasonable to 

assure the preservation of a reasonable level of service for the passenger trains 

or ferries required to be continued, and Provided further, That, the jurisdiction 

of the Commission over operations and service subject to the first and second

provisos of this sentence shall be exclusive and the carrier or carriers proposing

to discontinue or change any operation or service covered by these provisos shall 

file a notice with the Commission as provided in this para_.graph, the laws or 

constitution of any State, or the decision or order of, or the pendency of any pro-

ceeding before, any court or State authority to the contrary notwithstanding. The

- 6 -
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provisions of this paragraph shall not supersede the laws of any State or the

orders or regulations of any administrative or regulatory body of any State

applicable to such discontinuance or change unless notice as in this paragraph

provided is filed with the Commission. On the expiration of an order by the

Commission, after such investigation requiring the continuance or restoration

of operation or service, the jurisdiction of any State as to such discontinuance

or change shall no longer be superseded unless the procedure provided by this

paragraph shall again be invoked by the carrier or carriers."

"13a (2) Where the discontinuance or change, in whole or in part, by

a carrier or carriers subject to this part, of the operation or service of any

train or ferry operated wholly within the boundaries of a single State is prohibited

by the constitution or statutes of any State or where the State authority having

jurisdiction thereof shall have denied an application or petition duly filed with it

by said carrier or carriers for authority to discontinue or change, in whole or

- 7 -
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in part, the operation or service of any such train or ferry or shall not have

(8)
acted finally on such an application or petition within seven months from the

presentation thereof, such carrier or carriers may petition the Commission

(8)
for authority to effect such discontinuance or change. Upon the filing•of such 

a petition, such discontinuance or change shall be subject to all of the_provisions

of paragraph (1) of this section to the same extent as if the subject train or ferry

operated as described in the first sentence of paragraph (1) of this section. When

any petition shall be filed with the Commission under the provisions of this para-

graph the Commissior shall notify the Governor of the State in which such train

or ferry is operated at least thirty days in advance of the hearing provided for in

this paragraph, and such hearing shall be held by the Commission in the State in

which such train or ferry is operated; and the Commission is authorized to avail

itself of the cooperation, services, records, and facilities of the authorities in

such State in the performance of its functions under this paragraph."

- 8 -
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(9)
"13a (3) Any State, administrative or regulatory agency of a State, or

person, advezse:y affected or aggrieved by an order of frie Commission entered 

pursuant to _paragraph (1) or (2) of this 3ez:ion, may hrt,...ng suit to obtain judicial

review thereof under those provis:ons of law applicable in the case of suits to 

enjoin, suspend, or set aside orders of the Commission.

Se:. 2

The Secretary of Transportation, acting in cooperation with the Inter-

state Commerce Commission site, other interested Federal agencies and Depart-

ments, is authorized and direcnj, to :mciertake and submit, within one year after

the date of enactment of this Az.n a study of the existing and future potential for

in.zercity railroad passenger ser;i::.-. in the United States to the Committee on

Commerce of the Senate and the Committee on Interstate and Foreign Commerce

of the House of Representatives. In making this study, the Secretary shall con-

sider, among other things:

(1) Existing resources of all types for meeting the Nation's

present passenger transportation needs.

- 9 -
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(2) Anticipated expansion of those resources by 1975

on the basis of current governmental or private

activities (such as the Interstate Highway program,

by Government, and auto production increased, by

industry.

(3) The Nation's expected passenger transportation needs,

including business, private, and defense movement,

in the years 1975 and 1985.

(4) The ability of the existing resources, or resources

as expanded by current governmental or private programs,

to meet these anticipated needs adequately, efficiently,

economically, expeditiously, safely, and comfortably, at

least as far ahead as 1975.

(5) The ability of improved railroad passenger service to

meet these anticipated needs.

- 10 -
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(6) The proper role pf the carriers and governmental

bodies in developing the required quality and quantity

of service, including methods of financing operations

which are necessary but not economically viable.
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Mr. FRIEDEL. Fine. I want to thank you, Mr. Tierney, for a very
fine statement. You have a copy of the bill before you?
Mr. TIERNEY. Yes, sir.
Mr. FRIEDEL. H.R. 18212, on the first page of the bill, line 7, you

add the words "passenger trains."
Mr. TIERNEY. Yes, sir.
Mr. FRIEDEL. And I think before that we just have the word

"trains."
Mr. TIERNEY. That is correct.
Mr. FRIEDEL. Now, you wish to add the word "passenger."
-Will you elaborate on that a little more?
Mr. TIERNEY. That change is merely for clarification purposes.
As a matter of actual experience with section 13a, there have been

no proceedings brought which relate to freight service, although the
language would be broad enough to include freight service. All we
are doing is just assuring that the language will be limited to passenger
train service.
Mr. FRIEDEL. What I am trying to get clear in my mind is: Would

the States have any authority over the trains, mixed trains for
instance?
Mr. TIERNEY. Would the 
Mr. FRIEDEL. Would the States?
Mr. TIERNEY. Oh, yes, sir.
Mr. FRIEDEL. They would have authority?
Mr. TIERNEY. As to trains; yes, sir.
We have asked for exclusive jurisdiction only with respect to the

last interstate trains. Other than that, jurisdiction would remain as
it is now.
Mr. FRIEDEL. Over mixed trains, passenger trains?
Mr. TIERNEY. Yes

' 
sir; that is my understanding.

Mr. FRIEDEL. Mr. Adams, do you have any questions?
Mr. ADAMS. Yes.
Mr. Tierney, I am sorry that some of us have not had a chance

to go through this in as much detail as we would like, but on your
proposal here, "13a originally only gave you an opportunity to take
jurisdiction and thus delay the discontinuance for 2 years I believe.
Mr. TIERNEY. One year, sir.
Mr. ADAMS. One year?
Mr. TIERNEY. Yes.
Mr. ADAMS. In this, I notice you mention that the burden of proof

would shift—this is on page 5—and the carriers would be required
to prove that trains would not be required by the public convenience
and necessity.
Are you now suggesting a system whereby the passenger carrier

would either (1) not be allowed to discontinue at all or (2) that he
would not be allowed to discontinue in the situation where you are
dealing with last train service available to a community?
Mr. TIERNEY. This change involving the burden of proof would

refer to all trains.
It is merely stating, in effect, what I believe to be a clarification of

where the burden of proof lies in these particular cases.
Mr. ADAMS. But it would not extend indefinitely?
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In other words, they could, at the end of the notice period, stop the
train in any event, whether you liked it or disliked it?
Mr. TIERNEY. No. At the end of the notice period, the statute would

remain the same in that sense, Mr. Adams. We are now required under
the statute 10 days prior to the expiration of the notice period .to issue
a notice that we are going to investigate the case. That order, in effect,
would stay the discontinuance of the operation for a period of 7 months
while. we conducted our investigations. Under this bill we would have
2 additional months to take care of petitions for reconsideration.
Mr. ADAMS. At the end of that period, they could discontinue

anyway?
Mr. TIERNEY. They could discontinue if we make a finding that the

public convenience and necessity did not require the train and it would
be an undue burden on interstate commerce.
Mr. ADAMS. You do not make such a finding, or they appeal which

is under section 6, and the matter goes into the courts, and you are, I
assume, trying to correct the Santa Fe situation where they shut the
train down, even though you were in the hearing process, or the inves-
tigative process. Now are you telling me, that during the 7-month
period plus the 2-month period, it should not be shut down. Your
planning is at the end of that period of time 
Mr. TIERNEY. That it should be continued.
Mr. ADAMS. That it should be continued.
Mr. TIERNEY. Yes, sir.
Mr. ADAMS. Right. Now, during that period of time, you have

drafted this so they could not shut it down during the period while
you were making a decision?
Mr. TIERNEY. That is right.
Mr. ADAMS. IS that correct?
Mr. TIERNEY. That is correct, sir.
Mr. ADAMS. Now suppose at the end of that 7-month period you say

"We don't believe it should be shut down under 13a."
Mr. TIERNEY. Right.
Mr. ADAMS. At the end of that period, can they shut it down?
Mr. TIERNEY. No, sir.
Mr. ADAMS. As I understand it, they just go back on State jurisdic-

tion at that point. In other words, your jurisdiction, doesn't it termi-
nate at the end of the period of time in which you had made your
finding?
It did under the original act, as I remember it.
Mr. TIERNEY. We can require the continuance of the train for as long

as a year. The carriers would have to continue that train the re-
quired period. So, in effect, that period is within our jurisdiction.
Mr. ADAMS. At the end of the year period, then they can shut it

down?
Mr. TIERNEY. Them, it goes back to the States or to the Commission.
Mr. ADAMS. Then it goes back to the States?
Mr. TIERNEY. That is correct, sir.
Mr. ADAMS. In other words, if they made up their minds to shut

it down and you say "You should not shut it down." You go through
all of the procedures under this, at the end of the of the year's period,
if they have still made up their minds to shut it down, they can shut
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it down unless the particular State commissions prevent them from
doing that.
Mr. TIERNEY. They also have the alternative of filing another notice

with us, if the train is an interstate operation. That is the usual pro-
cedure. After the expiration of a year, they go through the same pro-
cedure again: file a notice with the Commission or the States seeking
discontinuance of the train.
Mr. ADAMS. What I am getting at, as I remember in the original bill,

in S. 2711, as it came over, your only power under section 13a was
to let the carriers out from under State jurisdiction so they could
shut down their losing passenger trains.
Mr. TIERNEY. Perhaps, Mr. Adams, I can explain that.
First of all, this provision respecting burden of proof does not go

to the Santa Fe problem at all. We have another provision in this bill
related to the Santa Fe problem and the 30-day notice period.
Mr. ADAMS. Right. During the 30-day period they shut it down.
Mr. TIERNEY. That is right.
Mr. ADAMS. Let us put that to one side. I want to get at the basic

gravamen of the statute which as 1 remember it, under section 13a
let the passenger train carrier out from under State jurisdiction for a
limited period of time while you looked into determining whether or
not they should be able to shut down the train.
Mr. TIERNEY. That is essentially correct, sir.
Mr. ADAMS. Right.
Mr. TIERNEY. That is generally the case.
Mr. ADAMS. Now, what I am interested in, under this bill, it is at

the end of that period. In other words, if you had said, "We do not
think it should be shut down" 
Mr. TIERNEY. Right, sir.
Mr. ADAMS. Now, they would then go back under State jurisdiction.
Mr. TIERNEY. In a sense that is correct; yes, sir.
Mr. ADAMS. You cannot prevent them from shutting it down under

the present statute, under S. 2711, or under this bill, except for the
limited period of time where they want to be under your jurisdiction.
Mr. TIERNEY. If they go to the States and the States permit a seg-

ment within the State to be discontinued after the expiration of that
year, there is nothing we can do about it; that is correct, sir.
Mr. ADAMS. That is what I am getting at.
Mr. TIERNEY. That is right.
Mr. ADAMS. They make their proposition, and you have got this

holding period. Then, at the end of the period of time, even though
you say "We do not want it discontinued," they go back under State
jurisdiction.
Mr. TIERNEY. After the period of operation required by the Com-

mission expires, that is correct.
Mr. ADAMS. And if they can persuade any of the State commissions

to shut down the train, they can shut it down.
Mr. TIERNEY. Or a segment of an interstate train.
Mr. ADAMS. A segment of it.
Mr. TIERNEY. Yes, sir.
Mr. ADAMS. Within any State.
Mr. TIERNEY. That is correct, sir.
Mr. ADAMS. Now, I want to ask you about the interstate traffic. Let

•
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us say, for example, that you have got a train, as shown by one of
your red lines on the map you have presented, which is going across
the State of Texas, part of it being an intrastate segment, part of it
being an interstate segment, eventually going to the coast.
We have agreed they can shut down an intrastate segment under

order of the Texas commission. What if this is a segment of a train
which goes clear to the coast? If you said "No," under your provision,
but the period of time has run out and they still want to shut it down
under this bill, can they?
Mr. TIERNEY. Under this bill, with the exception of the last train,

if that segment of the interstate train within Texas is permitted to be
discontinued by the State of Texas, we have no power over that.
Mr. ADAMS. Now, what about the total train operation?
They have shut down a segment, we will say, of what would be an

interstate run. Let's just take from New Orleans to Los Angeles.
Mr. TIERNEY. Yes, sir.
Mr. ADAMS. Going through Texas and the Texas people say "You

can shut down the intrastate section." Now, they want to shut down a
number of trains going to the coast. Can they do it under this bill?
Mr. TIERNEY. You mean the balance of that particular train?
Mr. ADAMS. Let us say, they have got four trains, as in the Santa Fe

situation. Let us say they want to shut down two of them, so there is
only a train in the morning and a train at night. Can they do that?
Mr. TIERNEY. As to an intrastate train, after the expiration of a

period of a year, the jurisdiction in effect reverts back to the States.
As to the segment of an interstate train, within a State, if the State
permits discontinuance, there is nothing we can do about that. There
is nothing we can do about that. If a State permits them to dis-
continue that segment of two, three or four trains, there is nothing we
can do about that, sir.
Mr. ADAMS. The man gets on at New Orleans and has been used to

catching a train out to Los Angeles, and he goes by a series of seg-
ments. The year period is over and the carrier decides they do not
want to run any train to the coast.
MT. TIERNEY. Yes, sir.
Mr. ADAMS. Can they shut it down even though there is no State

commission order?
They are beyond your year period.
Mr. TIERNEY. No.
Mr. ADAMS. Can they shut down?
Mr. TIERNEY. They are bound then by the States. They may seek

relief from the states or they can come to us and seek discontinuance.
They can't shut them down without State or commission approval of
a segment of an interstate train.
Mr. ADAMS. I have got the segment situation. I am talking about

the through interstate train now.
You have got four trains. We will take this as an example. They

leave New Orleans during a day and go to Los Angeles. You can get
on a train four times a day.
Mr. TIERNEY. Yes, sir.
Mr. ADAMS. And go out to Los Angeles. It goes by a series of seg-

ments through these States. A carrier decides—I am going to ask
you two sets of questions. I want to know whether or not he can say
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"I am going to shut down three of those trains, and from now on
you are only going to be able to catch one passenger train from New
Orlean to Los Angeles. Get rid of the other three." These are
interstate.
Mr. TIERNEY. Yes, sir.
Mr. ADAMS. And he wants to do that.
The other question I am going to ask you afterward is: When you

get down to that last train, he says "OK, we are not going to have
any more train service from New Orleans to Los Angeles."
I want to know under this bill what the ICC can do. I understand

now segments within States, but are you telling me if Texas decides
they will let them shut down the segments going through Texas,
when a man gets on the train in the morning then finds one of those
three segments is shut down in Texas, is he going to be dropped
someplace in Texas and have to catch another train which will be
the last one coming through, which goes to Los Angeles?
Mr. TIERNEY. That is correct.
Mr. ADAMS. All right. Now, I understand.
At the end of the 1 year period you have no jurisdiction at all.
Mr. TIERNEY. No, sir; unless the carrier reapplies to the Commission.
Mr. ADAMS. So, any State they can persuade to cut out a section

some place in the country, then the interstate trip will be cut.
Now, you get down to the last train. In other words, there is only

one train now left to go from New Orleans—or let's take my part of
the country, to go from Chicago to Seattle, there is one left.
Mr. TIERNEY. Yes, sir.
Mr. ADAMS. Now, they say "OK, we want to shut that down." And

you say, "No, you shouldn't," under this bill.
Mr. TIERNEY. That is correct, sir.
Mr. ADAMS. The year period runs.
Mr. TIERNEY. That is right.
Mr. ADAMS. All your time runs.
Mr. TIERNEY. That is right.
Mr. ADAMS. And they still say "We are going to shut it down."
Mr. TIERNEY. They still have to come back to us.
Mr. ADAMS. That is what I want to know.
Mr. TIERNEY. Yes, sir; they have to come back to us.
Mr. ADAMS. Under this bill.
Mr. TIERNEY. Under this bill.
Mr. ADAMS. They cannot shut down the last transcontinental train

without your specific permission.
Mr. TIERNEY. That is correct, sir.
Mr. ADAMS. Thank you, sir.
Mr. FRIEDEL. Will you yield?
Mr. ADAMS. Yes.
Mr. FRIEDEL. Let me ask you this question: Under this bill, who

would have the burden of proof, the railroads or the ICC ?
Mr. TIERNEY. The railroads.
Mr. FRIEDEL. Under the present authority it is on the ICC ; is that

correct?
Mr. TIERNEY. Under the present law there is no statement as to on

whom the burden of proof falls.
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Mr. FRIEDEL. Now, the other question is: In the period of time, the
bill here has 7 months and an additional 2 months-9 months.
Mr. TIERNEY. Yes, sir.
Mr. FRIEDEL. And you have 1 year after that, after the 9 months.

That would be 21 months.
Mr. TIERNEY. We are discussing here our investigation of the

situation.
Mr. FRIEDEL. Yes.
Mr. TIERNEY. If we decide to investigate, this bill would give us

7 months to complete the investigation, plus conceivably an additional
2 months.
Mr. FRIEDEL. Right.
Mr. TIERNEY. And after the completion of the investigation, we

could then make a finding ordering the continuance of a train. That
would be for a period of 1 year.
Mr. FRIEDEL. In other words, it would be 21 months maximum?
Mr. TIERNEY. In effect, that would be correct, yes, sir; if we were

to use up the 9 months plus the 1 year, that is right, sir.
Mr. FRIEDEL. Mr. Watson?
Mr. WATSON. Thank you, Mr. Chairman.
I am sorry, Mr. Chairman, that I was not here to hear all of your

testimony and, of course, I have not read your report. I am sure that
we all agree, as you said earlier, that the hour is late.
Mr. TIERNEY. Yes, sir.
Mr. WATSON. And there are many elements involved in this legis-

lation.
Mr. TIERNEY. Yes, sir.
Mr. WATSON. Personally, although this matter needs to be looked

into, I do not see how in the name of the sun we are going to be able
to resolve all of these things in time to take action this year.
Do I understand, since this legislation calls for a further study of

passenger service by the Commission, that this report, entitled "Inter-
city Rail Passenger Service, 1968," is not complete?
Mr. TIERNEY. That is correct, sir. I would not describe that report

as a study; it is merely an analysis of the situation. So, we, in effect,
are recommending a study in that report.
Mr. WATSON. And in that connection, it is purely prefatory.
Mr. TIERNEY. We are not recommending permanent changes in

policies on the role of intercity rail passenger.
Mr. WATSON. It is not something upon which we can really accept

any basic recommendations at this time.
Mr. TIERNEY. That is right—not as to the future of rail service.
Mr. WATSON. You are recommending a further study and not a

reliance upon this.
Mr. TIERNEY. That is correct, sir.
Mr. WATSON. You state on page 3 of your statement, the second

paragraph:
The quality and quantity of that service—
Referring to passenger service—

are deteriorating. The forces underlying this trend are growing stronger. Present
programs, public and private, cannot reverse this decline.
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Could you give us some idea now, or does this involve any first
study, as to what might reverse this decline, or is it a natural thing?
What I am trying to get at now: people are trying to move faster

I was just wondering whether or not it might be more appropriate
to wait and see if we can get a little reading on the rapid transit pro-
gram that we have just initiated, and which has hardly gotten off the
ground. In fact, it has not gotten off the ground. Wouldn't that be
the proper time to look into these problems, rather than looking at
them now, when we have no earthly idea as to what effect the rapid
transit system might have?
Mr. TIERNEY. We feel, as we have indicated in the report, Mr. Wat-

son, that the northeast corridor—the high-speed ground transporta-
tion project—is just part of the problem. That, in effect, is a project
which relates to highly, densely populated corridors and attempts to
determine whether or not improved services will attract the public
and result in economically viable service.
What we are discussing here is intercity service outside of the

densely populated corridor area. There has been much concern ex-
pressed here and elsewhere as to whether or not we are to have that
service.
Many people feel that we should. It is toward this question which

the study would go. The study would determine a Federal policy in
this particular area.
Do we need an intercity system? If we do, how much do we need

and who is to bear the cost?
If in certain areas we feel we need an intercity system, will it be

a burden, for example, or cost a lot of money to maintain it?
This is the area we are talking about, as distinguished from the

highly, densely populated corridor area.
Mr. WATSON. When you refer to an intercity operation, are you

referring to the intercity other than the northeast corridor then, in-
tercity within States, or intercity—
Mr. TIERNEY. Intercity-interstate trains.
Mr. WATSON. Intercity-interstate?
Mr. TIERNEY. Yes, sir.
Mr. WATSON. That puts you into a new area; does it not?
Mr. TIERNEY. Oh, no, sir.
Mr. WATSON. It would extend your jurisdiction. Heretofore, it pri-

marily rested with your State regulatory agencies; did it not?
Mr. TIERNEY. Yes. Well, the only area it would extend our juris-

diction would be the last train. We are suggesting that when we come
down to an application before the Commission which comprises the
last train intercity between two cities, that under those circumstances
the jurisdiction would rest exclusively with the Commission.
Mr. WATSON. Would be exclusively of the Interstate Commerce

when it involves the last train.
Mr. TIERNEY. The last train, sir.
Mr. WATSON. Up until that point, it would remain as it is presently.
Mr. TIERNEY. That is right, sir.
Mr. WATSON. With the State regulatory agencies.
Mr. TIERNEY. Or with the Commission when interstate trains are

involved if the carrier so elects. •
Mr. WATSON. You said earlier that it is not spelled out as to who
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would have the burden of proof. As I look at the legislation on page
7, it would appear that that is pretty well spelled out, the second para-
graph, line 13. It says:
Any State administrator or regulatory agency of a State or person adversely

affected by an order of the Commission may bring suit to obtain judicial review.

Is it not usually true the moving party has the burden of proof?
Mr. TIERNEY. I was referring to the statute as now written.
Mr. WATSON. Oh, as now written.
Mr. TIERNEY. As now written.
Mr. WATSON. This would clarify it. This would actually place the

burden of proof upon the regulatory agency or the carrier or anybody
else aggrieved by your finding.
Mr. TIERNEY. It would place it on the railroad, sir.
Mr. WATSON. Well, or State regulatory agency; anyone aggrieved,

adversely affected.
Mr. TIERNEY. I think maybe you are looking at the judicial review

provision.
Mr. WATSON. On page 7. Yes, that refers to judicial review.
Mr. TIERNEY. Yes.
Mr. WATSON. Suppose you have a State agency. Their jurisdiction

would be totally removed now on the last train.
Mr. TIERNEY. On the last interstate train, yes; but what we are refer-

ring to there, sir, is the right of the States or the public to seek a judi-
cial review of a commission's decision.
There has been confusion in this area. We have had different opin-

ions from courts as to whether or not parties other than the railroads
can seek judicial review of the Commission's decision in a 13a case.
One court has held that only the railroads could seek that review, while
other courts have held any party could.
Now, what we are seeking here is merely a clarification. The Com-

mission has always contended in the past that anybody had a right
to seek judicial review of these decisions. What we are seeking merely
is a legislative clarification of this particular issue.
Mr. WATSON. Mr. Chairman, you recognize the fact that we are

going to have a further study even if this legislation should pass, but
just off the top of your head, what would give the Interstate Com-
merce Commission greater expertise and knowledge in the field of
strictly an intrastate problem than a State regulatory agency?
Mr. TIERNEY. As far as the study is concerned, of course, we would

be seeking and getting the cooperation and the benefit of the knowl-
edge of the State people.
Mr. WATSON. Yes, I certainly would do that, but my question is

what would give you better knowledge and expertise in this field than
a State regulatory agency, which is right there on the scene directly
involved, closer to the problem, and should be more familiar with all
of the facets of the problem?
That is what we are trying to arrive at here.
Mr. 'TIERNEY. Of course, they might be more informed as to that

portion of the interstate train, Mr. Watson, which is confined to that
state. What we are looking at is an interstate train which goes through
a number of states, which has a national flavor to it.
Mr. WATSON. In other words, if it is strictly an intercity-intrastate
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train, although it be the last train, you would not have jurisdiction
over that?
Mr. TIERNEY. If it is an intrastate train, sir, the states would have

the initial jurisdiction. If the state did not permit discontinuance, the
carrier could then apply to the Commission as under the present law.
But if it is a segment of the last interstate train within a State, we
would have sole jurisdiction over that operation.
Mr. WATSON. What would be the criteria for determining whether

or not it is really an intercity-intrastate operation or whether it is a
segment of a national interstate operation?
Mr. TIERNEY. If it is a train which begins and ends within a State,

it is intrastate; but if it is part of a train which begins in one State and
ends in another State or in a foreign country, it is interstate.
Mr. WATSON. Yes, sir; go ahead.
Mr. TIERNEY. That is all, sir.
Mr. WATSON. Do you anticipate, should this legislation pass and

you have this authority, that you would attach certain conditions
or stipulations upon any of your orders as to what might be required
on that particular service or that particular line?
Mr. TIERNEY. As to the last train, this provision would provide the

Commission with that authority, sir.
Mr. WATSON. To provide so far as, or spelled out as, to what might

be required in terms of passenger facilities?
Mr. TIERNEY. That is right, sir.
Mr. WATSON. In terms of crew and such as that?
Mr. TIERNEY. In a sense that might be involved; for example, if it

required a certain type of car, a crew would be involved in the situa-
tion. But this proposal, as to the last train, would give the Commission
the authority. To impose minimum standards of service as indicated
earlier in my remarks.
Mr. WATSON. And you could require that this train had certain

sleepers, certain dining facilities, and certain other facilities?
Mr. TIERNEY. That is right, but, as we explained, this would really

be a situation for us to determine in accordance with the facts. What
service the public needs and will support and the costs of that service
to the carrier. It would depend entirely on the circumstances. But it
would give us the power to do that, Mr. Watson, in the event we felt
the circumstances warranted it as to the last train.
Mr. WATSON. Actually, don't you think the primary factor involved.

in the decline of rail passenger service is the fact that people are re-
sorting to a faster means of travel, the airlines, and such as that, and
the fact that the Federal Government itself has pulled off so much of
the mail service from the trains which has further aggravated the
financial problem?
Do you think that these things have had a definite effect upon the

decline of the use of rail as a passenger means of travel?
Mr. TIERNEY. There is no doubt in my mind at all, Mr. Watson. They

have had an impact, no doubt at all. They have.
Mr. WATSON. But you still conclude it would be advisable for us to

move forward in this area without waiting for your final study. Would
not -it be a better means of giving you the authority to make the study
and later on report back, when we look at the total picture?

96-907---65 9
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Mr. TIERNEY. The study would not form the basis of any of our leg-
islative recommendations in section 1 of this bill.

Section 1 is not dependent upon a study. The purpose of the study is
to determine what this country's policy with respect to an intercity
passenger train system should be. The extension of the time, the judi-
cial review, et cetera, that is in no way dependent upon the study at
all. The last train provisions are designed as interim measures dur-
ing the duration of the study.

Air. WATSON. I conclude with this: I think the whole picture should
be wrapped up in a further study, that we should spend a little more
time in thinking about this. I have invariably found that we have more
problems when we act in haste rather than making a careful study.
Too often we come up with a policy after making the study rather
than having one policy and then studying it to see whether or not the
policy is applicable to the conditions.
Mr. TIERNEY. The proposed changes in section 1 of the bill Mr.

Watson, are in effect what I might describe as a stopgap measure,
pending the study and pending a determination as to where we feel
we ought Eo be going in a city passenger service.
Mr. ADAMS. Will the gentleman yield?
Mr. WATSON. Yes, sir.
Mr. ADAMS. Mr. Watson has pointed out the jurisdiction of the State

areas here, and I have finally found in the bill where you say "Ex-
clusive jurisdiction"—which is on page 5. But I notice that this will
apply only to those cases where the first and second provisos apply.
Looking at the first and second provisos, which are on pages 4 and

5, it seems to me that these only come into effect when the carrier has
made an application. So, I would ask you the question: If a carrier
does not make an application, but instead goes to the State commis-
sions and starts to stop these last trains by segments, which gets to a
point where there is not any last train, do you ever get jurisdiction at
all? Does your exclusive jurisdiction ever come into existence?
Mr. TIERNEY. I think so on the last train ?'
Mr. ADAMS. How does it come into existence, if the carrier has not

filed under 13a?
Mr. TIERNEY. He can't discontinue it, unless he files it.
Mr. ADAMS. Suppose he goes to a State commission.
Mr. TIERNEY. He can't, sir, because this would give us exclusive

jurisdiction.
Mr. ADAMS. No, because the exclusive jurisdiction provision says

that the jurisdiction of the Commission over operations is tied to the
first and second provisos on page 1 of the bill which says "When a
carrier or carriers subject to this act," and then on page 2, "file for a
discontinuance."
Mr. TIERNEY. I think the first and second provisos we are referring

to there are "provided, however," in the proviso, page 4, line 18, and
the second one, "provided further," on page 5, line 10. In other words,
the exclusive jurisdiction, Mr. Adams, would apply in those cases to
the first proviso involving the last train.
Mr. ADAMS. Even though the carrier has not filed such a notice.
Mr. TIERNEY. For example, if this legislation were passed the carrier

would have to file a notice with the Commission before he could dis-
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continue the last interstate train, because we have exclusive juris-diction.
Mr. ADAMS. Well, if you say so, I will believe you.
Mr. TIERNEY. This is certainly the intention.
Mr. ADAMS. Remember 13a's whole gravamen was to allow carriersto file with the ICC to get out from under State commissions, and,now, as I understand it, you are down to the point where you havehardly got anything left throughout the country anyway, and so a lotof State commissions which, in the past, have automatically opposedthese things may now approve them because the only service you haveleft is inadequate and of no local interest. For example, through SouthDakota or through portions of Montana if the only train that comesthrough at 3 a.m. in the morning, or maybe 11 o'clock at night. The localcommission may have lost interest in whether or not it should beconsidered.
They no longer have an interest in that section, and they say "Wewill discontinue," so the traveler from Chicago finds there is no seg-ment through the Dakotas and could end up with a segment missingin a line so he can't get through at all. You would never see it becausethey have never filed for a discontinuance with you. They just go tothe State commission and they say "We want to discontinue that 3a.m., in the morning train." If you tell me you have the jurisdiction,I will believe you.
Mr. TIERNEY. As we say here on
Mr. ADAMS. You say on page 5, at line 18—this is where your exclu-sive jurisdiction comes in.
Mr. TIERNEY. That is right, sir.
Mr. ADAMS. The two prior provisos, line 18, page 4, and line 10,page 5, both of those hook into a carrier having filed for a discon-tinuance.
Mr. TIERNEY. That is right, sir. Under the wording here, the carrierwould have to file notice with us for discontinuance, and the authorityto permit this discontinuance would reside solely within the InterstateCommerce Commission yes, sir.
Mr. ADAMS. You tell me, on the others, you have provided by an-other proviso in section 6 for the last intrastate train and you have nojurisdiction over that train. You provide that at the end.What I am telling you is that with a segment that is totally withinthe Dakotas and they come in to the Dakota Commission and say, "Wewant to shut it down," and they never file with you to come in under13a at all, and they shut down that segment, you have got a piece miss-ing out of the interstate system. If you tell me that that can't bedone---
Mr. TIERNEY. Not on the last train, that is right, sir.Mr. ADAMS. And we will put it in the report, I will believe you, butI do not find it in the statute.
Mr. TIERNEY. I tell you that, sir.
Mr. ADAMS. I am sorry I took so much of your time.Thank you, Mr. Watson.
Mr. FRIEDEL. Mr. Watson?
Mr. WATSON. I have no further questions.Mr. FRIEDEL. Thank you, Mr. Tierney.
Mr. TIERNEY. Thank you very much, sir.
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Mr. FRIEDEL. Our next witness will be Mr. A. Scheer Lang, Admini-
stator, Federal Railroad Administration, Department of Transpor-
tation.
Mr. Lang, you may proceed.

STATEMENT OF A. SCHEFFER LANG, ADMINISTRATOR, FEDERAL
RAILROAD ADMINISTRATION, DEPARTMENT OF TRANSPORTA-
TION

Mr. LANG. Thank you, Mr. Chairman and members of the committee.
I have a prepared statment which I would like to read.
My name is A. Schafer Lang. I am Administrator of the Federal

Railroad Administration which is part of the Department of Trans-
portation. On behalf of the Department, I wish to thank the committee
for this opportunity to present our views on H.R. 18212, a bill to amend
section 13a of the Interstate Commerce Act, to authorize a study of es-
sential railroad passenger service by the Secretary of Transportation.

. and for other purposes.
This bill combines amendments proposed in legislation already be-

fore the committee (H.R. 7004), proposals included in a Senate bill (S.
2711), and provisions which the Interstate Commerce Commission has
suggested "to reflect the testimony offered on these bills by the rail-
roads and other parties in the course of the hearings."
The provision derived from H.R. 7004 would amend section 13a (1)

• by limiting its application to passenger trains and ferries; changing
the Interstate Commerce Commission's initial jurisdiction over service
between points in the various States to include points in a foreign
country; requiring the carriers to file a notice of discontinuance 60
days in advance of the effective date rather than the present 30 days;
increasing the present 4-month period during which a proposed dis-

• continuance can be suspended to 7 months—with a provision for an
additional 2 months when required; imposing the burden of proof on
the carrier to show that continued operation of the service is not war-
ranted by the public convenience and necessity and that continuance
would be an undue burden on interstate commerce; and clarifying the
right of the public to seek judicial review of a Commission discontinu-
ance decision. Other provisions derived from H.R. 7004 would change
section 13a (2) regarding appeals by the carriers from action or non-
action by a State agency.
The provision derived from S. 2711 prevents a carrier from unilat-

eral discontinuance of a service prior to the expiration of the notice
period.
There are also three new proposals included in H.R. 18212:
1. That the carrier or carriers proposing a discontinuance must

post a notice to this effect on the property of carriers other than those
proposing a discontinuance where the train or trains are part of a
joint service.

2. That for 2 years following enactment, where any trains proposed
to be discontinued are the last remaining in either direction between
two interstate points by the carrier proposing such discontinuance,
the Commission shall require the continuance of the service for 1
year from the date of its order unless it finds that (a) the public con-
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venience or necessity do not require its continuance, or (b) it finds the
continuance will impair the ability of the carrier to meet its common
carrier responsibilities, considering its overall financial condition.

3. The Secretary of Transportation is authorized to undertake a'
1-year study of the existing and future potential for intercity railroad
passenger service.
The facts and circumstances underlying these proposals are dis-

cussed in the report of the Interstate Commerce Commission trans-
mitted to this committee under date of June 25, 1968, a report which
paints a dismal picture of the future for intercity rail passenger '
service. We can only agree with the Commission that if there is, in
fact, a need for intercity rail passenger service, then we must identify
that need more clearly and fashion a new and more positive publid
policy toward meeting it as soon as possible.
Accordingly, the Department of Transportation supports the Com-

mission's recommendation for a thorough study of this problem to
assist us in the creation of such a policy. We think it important that
expressions of interest in such a study have also been manifested with-
in the railroad industry itself. In particular, the committee should
note that Mr. Stuart T. Saunders, the chairman of the board of the
Penn Central, urged in a speech before the New York Chamber of
Commerce on June 6 of this year that industry and Government under-
take a study of this problem in partnership with each other.
We think that the general guidelines for such a study which have

been suggested by the Commission in its report are good ones. In par-
ticular, we would emphasize the Commission's admonition that any
study of this problem should consider the overall intercity passenger
transportation requirements of the country and should not attempt to
look at intercity railroad passenger service except within this larger
context.
At the same time, we must caution the committee against expecting;

that a thorough study of this problem will be either easy to accom-
plish or certain in its outcome. Over the past year we have devoted
much thought to this problem and have satisfied ourselves that any
such study will encounter substantial difficulties.

First and foremost of these difficulties are those associated with
identifying intercity passenger transportation "needs."
While private and public agencies are slowly developing some capa-

bility to forecast what sort of transportation service people will use
and in what amounts they will uQe it, we have yet to develop any
workable notions of what sort of transportation service people "need."
Tt is obvious that people need to be able to 9:et from one city to the
next by some means of transportation, and it is also obvious that we
need to Provide them with the best service it is possible to produce.
Mr. WATSON. Mr. Chairman, may I interrupt the gentleman at that

point?
You use the word "need," "need," "need." Doesn't what the people

want enter the picture here?
Mr. LANG. Mr. Watson, I think I speak to that very shortly.
Mr. 'WATSON. EXCUSE` me.
Mr. LANG. The proposition which we do not yet know how to defend

is that we need to provide intercity traw,nortation sorvie. different
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from that which people have shown through their market choices they
want. But, when we judge need on the basis of market preferences,
we can only conclude that virtually all intercity railroad passenger
service of the kind which we have known to date is not needed.
. This. is not a new conclusion. The extensive investigation of inter-
city railroad passenger service conducted by the Interstate Commerce,
Commission in 1959 (306 ICC 417) reached this conclusion. The ex-
haustive study of transportation problems conducted by the Senate
Committee on Commerce which culminated in the publication in 1961
of the so-called Doyle reports similarly concluded that by any usual
tests the need for intercity railroad passenger service had largely
disappeared.
Thus, any new study of this problem must develop some concept

of public need different from that indicated by market preferences,
or its conclusions will simply be a restatement of those already reached
by the two studies I just mentioned. It should be understood, moreover,
that it will not be enough merely to develop the new means of meas-
uring need; we must also find a way to determine how much public
or private money we are justified in spending to meet these extra.
market needs. There are no previous studies which provide satisfac-
tory answers for either of these problems.
Nor are these the only problems which we will encounter in any

thorough study of intercity passenger transportation. As this com-
mittee is well aware, data on intercity passenger travel are at best
fragmentary and incomplete. The information which we are collect-
ing in connection with our northeast corridor-transportation planning
study and the northeast corridor passeger train demonstration projects
will costitute the first reasonably complete profile of intercity pas-
senger travel yet compiled. Compiling data this complete for the coun-
try as a whole will require many more years and many millions of dol-
lars beyond those funds now available for such purposes. Without data
that describe completely the character of the demand for intercity
travel, it is impossible to specify with precision the full spectrum of
transportation services which ought ideally to be made available to
the public. The study we are discussing here will have to be made with-
out complete data.
I am not suggesting that a meaningful study of the kind proposed

by the Interstate Commerce Commission in its report is impossible.
I am saying only that it will take time; it will be difficult of accom-
plishment; and it may well produce conclusions at variance with
present public hopes and expectations.
Furthermore, if it is the judgment of the Congress that the Depart-

ment of Transportation should assume responsibility for such a study,
then we must respectfully urge that the expenditure of additional
funds must be authorized beyond those presently at our disposal. The
Department must also be given the power to compel the appearance
of witnesses and the production of relevant data and documents.
Finally, we would advise the committee that at least 2 years would be
required for us to produce any meaningful and constructive study
results.
In the meanwhile, we would respectfully direct the committee's

particular attention to one of the important statements made in the



June 25 report of the Interstate Commerce Commission, where on
page 54 it says:
The development of a rail system adequate for future needs of the Nation can

not be attained simply by preserving those trains which operate today; the service
must be extensively modernized.

In our judgment, the traveling public, the Post Office Department,
and the Department of Defense have made the validity of that state-
ment painfully clear. Preserving today's outmoded intercity railroad
passenger service is and can be of little benefit to the public.
If there is to be intercity rail passenger service, then it must be

improved. The wording of section 2 of H.R. 18212 reinforces this
point. In listing those matters to which a study should address itself,
the only mention made of railroad passenger service appears in sub-
paragraph (5) which directs the proposed study to consider "the
ability of improved railroad passenger service to meet these anticipated
needs."
These statements support the position which the Department of

Transportation takes that the time has not yet come to abandon the
fundamental objectives of section 13a of the Interstate Commerce
Act set forth by the Congress in 1958 namely, that when the cost of
providing intercity passenger service reaches a point where it is.un-
reason ably high, considering the public use of this service, the carrier's
financial position, and the availability of alternative forms of trans-
portation, prompt discontinuance should be permitted. Thus, while the
Department has posed no strong objections, and poses none now, to the
various technical changes to section 13a set forth in H.R. 18212, we do
oppose the imposition of any explicit or implicit moratorium on the
further discontinuance of existing services.
Thus, we must oppose that section of the present proposed legisla-

tion which would direct the Interstate Commerce Commission to re-
quire the continuance of any "last remaining passenger train * " be-
tween a point in one State and to a point in another State * * * for 1.
year from the date of its order" throughout a period of 2 years follow-
ing the enactment of the legislation.
In our judgment, this proviso could constitute an implicit mora-

torium on the discontinuance of something in excess of 40 percent of
the presently remaining intercity railroad passenger service. Since
alternative forms of transportation are in virtually every case avail-
able to the would-be traveler between any and all points in this coun-
try, we can find no logic in the suggestion that the last unpatronized
railroad passenger train between two points should be subjected to
any different tests of public necessity than the first such unpatronized
train.
In all of this, the committee must be aware that the financial con-

dition of our privately owned railroads is a cause for increasing public
alarm. When the Congress enacted section 13a of the Interstate Com-
merce Act in 1958, the railroads were suffering from depressed earn-
ings, a deteriorating financial condition, and a shrinking market. The
situation today is, if anything, less comforting than it was in 1958.
In 1958 the class I railroads had net income of $602 million, down

from the previous 5-year average of $825 million. In 1967 their net in-
come was $555 million, down from an average of $728 million for the
previous 5 years. More importantly, net income as a percentage of
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operating revenues declined from an average of 8 percent in the 1953-
56 period of 7.3 percent in the 1962-66 period, and to 5.3 percent in
1967.
The railroads have experienced an accelerating rate of financial de-

terioration since the early 1950's. The ratio of debt to total capitaliza-
tion is 36 percent. For a high fixed-cost industry which has demon-
strated little or no growth and has steadily lost its share of the market,
this high debt ratio is cause for concern. Moreover, the weakening
financial conditions of the railroads, coupled with the present histori-
cally high-interest rates will seriously handicap their ability to add
new debt, or even to refund their existing debt.
The railroads' share of the intercity freight market has also been de-

clining steadily. In 1958 the railroads' share in ton-miles was 46 per-
cent. In 1967 their share had dropped to 42 percent. The decline of the
railroads' dollar share, however, has been much more dramatic. In
1958, the railroads' share of the U.S. intercity freight bill was approxi-
mately 32 percent; by last year this figure had dropped to 24 percent,
and is still going down.
I can only advise the committee that if we want our railroads to con-

tinue doing their job for the public, then we have to start taking their
circumstances and their problems seriously.
Everyone who has a particular interest in the problem of intercity

passenger service should also be aware that the competitive squeeze
which long since began pushing our railroads out of this business is
now being felt by the railroads in virtually every developed country
in the world. As highways improve, as disposable income and thus
automobile ownership rise, and as commercial air service comes into
its own, the intercity railroad passenger train as we have known it
will lose out. It has happened in this country; it is very clearly begin-
ning to happen, despite the high quality of rail service available, in
all of the developed countries abroad. I might also point out here
that virtually all railroads in the Western World run a fiscal deficit on
their passenger operations. This passenger deficit has in all cases
been a principal contributor to the deepening overall financial prob-
lems of railroads everywhere. In fact, since the Dutch and Swiss
national railways first went into the red in 1966—and I might add
parenthetically they are going deeper into the red as time goes on—
the only major railroads in the Western World which do not run an
overall operating fiscal deficit are the privately owned, taxpaying
railroads of the United States and Canada.
Mr. Chairman, that concludes my statement. I shall be most happy

to answer any questions the committee may have.
Mr. FRIEDEL. I want to thank you, Mr. Lang, for a very fine

statement.
Mr. Adams, any questions?
Mr. ADAMS. Yes, sir.
Mr. Lang, the problem that we seem to be dealing with here is the

fact that we have granted to certain rail lines certificates of public
convenience and necessity which gives them monopoly on rail service
between various points in the United States as the map has shown,
and I am sure you are well aware of.
There are many areas in the United States that the rail trans-

portation in and out is controlled by one line. When it shuts down,
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it is not a question of competition taking over. There is no more
rail passenger service.
And, so, what I want to ask you is: If the Government has (1)

granted to these railroads originally a financial base under the
every-other-section-of-land rule and (2) has protected them in a mo-
nopoly situation by saying no one else can go in and run up and down
those rails which they have. In view of this isn't there some require-
ment to protect the public interest that this committee must be
cognizant of so we should say to that company, "All right, now
having been given these things and protecting you as we are, you
must provide something in the way of service"?
Now, what is your reply to that?
Mr. LANG. I think that the notion that the railroads have been

granted a monopoly in the sense that that monopoly continues to
exist has long since become an outmoded notion.
I do not think that something less than 2 percent of the total inter-

city rail or intercity passenger travel in the country, which is all that
the railroads DOW have, constitutes in any sense a monopoly, and I
do not think that 24 percent of the total intercity freight dollar,
which is all the railroads now have, constitutes any kind of a monopoly
either.
Mr. ADAMS. All right. Now, let me ask you this:
We have, through the merger situation, and I can take the northern

lines because I happen to be more familiar with that than the others.
In the case of the northern lines, by the time the discontinuance pro-
ceedings are over for a number of the lines and a merger is completed,
the rail service, basically, in those areas will be available only from
one person. You can say there is intermddel competition, and you can
say this provides competition, and there is no problem, but certain
types of commodities have to be carried at the present time by rail,
particularly in the agricultural States. Now, we grant a monopoly on
that to the rail carrier for those commodities all traffic has to run over
his lines.
What I am asking you is: In return for doing that, can the people

or the Government say "We want some kind of minimum service to
carry people who either do not drive, cannot afford to get on a jet,
or feel that the traffic congestion situations of going in and out of
Chicago, in and out of the city of Seattle on a bus is something they
do not want to face?"
Mr. LANG. This is a question, Mr. Adams, to which we do not have a

clear-cut answer. In fact, it is a question in our view to which a study
such as that proposed here would have to address itself.
Are there in fact types of trips and travelers whose needs can only

be adequately met by rail service, something along the lines as we
have known it, or, as a practical matter, can all people find an alter-
native which is acceptable?
This is a question which a study would have to try to answer.
Mr. ADAMS. All right.
Now, the ICC presentation indicates that in August of 1958 there

were 1,448 intercity trains. In May of 1968, there were 590 left.
It is down someplace to only a third to a half are left and there are

43 more pending, and, incidently, in these figures you never crank in
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the merger effect which may have even a greater debilitating effect on
the passenger service.
What we are saying if I understand it is that if something is not

done to provide a minimum service, while you are making the study
in the next 2 years, and there will not be any passenger service left.
Don't you think maybe we ought to have a 40-percent floor, because.
40 percent of the remaining third gets you down to a pretty small
amount.
Mr. LANG. I would refer back to a couple of points that have already

been made, both by myself and by the Commission: First, by preserv-
ing today's kind of passenger service seems unlikely to bring about the
development of the kind of rail passenger service that can meet some
kind of market demand that is not being met equally as well or better
by competing modes of transportation.
The second thing which I would say—and this was the thrust of

the latter part of my testimony—is that if we continue to force the
railroads to run deficit operations, given at the high value freight
which has been the source of the money, which in the past has made
it possible for them to run deficit operations in freight and passenger,
given that this high value traffic has been siphoned away to com-
peting modes of freight transportation, we are going to end up with
a bunch of railroads that are flat broke which, sooner or later, if
things continue the way they are going now, the Federal Government
is going to have to buy up and operate, and I do not think that either
the present administration nor the Congress is ready to contemplate
that kind of draconian measure at this point.
Mr. ADAMS. All right. Now, if we take your assumption on that

we, of course, get into the same situation that you are facing, and I
am 180 degrees around from you on that, because I support that part
of the proposition that says we have to do something with the com-
muter and intercity transportation. The problem we have found is
that when you get down to the last train or close to it, the service.
becomes so abominable that nobody wants to ride it.
In other words, if you end up with a train that runs only at very

bad hours and the food is bad or nonexisting, sleeping facilities are
old and very much out of date, and the whole level has gone down to
a point where nobody wants to ride it, then you will of course have
no passengers. I understand what is being proposed here is to prevent
that from happening, saying with regard to the last trains, the ICC
can do what I felt they always should have been able to do, which is
to maintain, under the certificate of public convenience and necessity
concept, minimum standards on that train. What is your position
on that? Should they be able to do that, so that if there is only one
passenger train left you do not get an automatic continuing passenger
dropoff of trains by forcing people off of the train because it is so bad?
Mr. LANG. As I stated, in my statement, Mr. Adams, we do not

oppose that provision in H.R. 18212. We think it makes sense.
Mr. ADAMS. That provision is not going to do you any good though,.

if there is not anything left, is it?
Mr. LANG. No, sir, as there is not in many places now.
Mr. ADAMS. What I am trying to find out from you is whether we

ought to make an effort to maintain something until we can get some-
thing better, and I gather from your testimony that your feeling
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about the railroads are basically financially oriented, and I am trying
to say they ought to be people-oriented, and I want to get from you
how far I can push you as to what you are going to leave for the
people?
Mr. LANG. I can't disagree that they ought to be people-oriented

both in their freight and passenger service. However, we can never
forget that someone has to pay for the service that they are giving
to the people, both the freight shippers and passengers, and if we
continue to force them to render service which is not compensatory,
we are going to find that the railroads no longer have any financial
cushion to give service to anyone, freight or passenger.
Mr. ADAMS. Do you recommend then that we take off, for exam-

ple—I notice this has been recommended—the ticket tax on passen-
ger tickets for one thing?
Second, it has been recommended by your Department and others

that we should go into a program of sale for example, of the basic
passenger and terminal facilities to the focal units of government,
with perhaps Federal subsidies to help them purchase this, and later
on that these be operated by public bodies, thus taking that expense
off and perhaps we should have, as we have with the airlines, some
type of subsidy provided the passenger service is staying at a certain
level and meeting certain standards? What is your position on these
programs? Do you think this thing is so bad we should not bother
with it at all?
Mr. LANG. No, sir. As to the ticket tax, that, of course, has already

been taken off of rail tickets.
As to the possibility that State or local jurisdictions, with or with-

out Federal financial assistance, might take over terminal facilities
and operate them or at least own them and carry the investment in
them and allow the railroads to use them, we have taken no position
on tht kind of a proposal yet, pro or con, but I think it is one that
merits serious consideration and in some areas this has been done.

Specific cities have bought station facilities from railroads and
leased back to the carrier that space in the building which they re-
quired for their passenger operations and it has worked out quite
satisfactorily in some cases, I understand.
As to a more general type of subsidy program, we have looked at

this in a very preliminary way, and, frankly, are a little frightened at
the amounts of money that would be involved in keeping the railroads
whole financially on anything like the present level of intercity, not
commuter but intercity, service that we still have in the country. The
numbers are very large, up in the neighborhood of $50 million to $200
million a year. We are not ready in this period of fiscal stringency to
come up here and propose that kind of a subsidy program.
Mr. ADAMS. Do you think that in the range of $50 million to $200

million a year, you could maintain minimal passenger service, though?
Mr. LANG. It would be minimal, but it would be possible, given

present costs and present patronage; however, I should point out that
the patronage is dropping off steadily even on those trains which by
all odds and all accounts nre very satisfactory as far as the quality
of their service is concerned.
Mr. ADAMS. Thank you, Mr. Chairman.
Mr. FRIEDEL. Mr. Watson?
Mr. WATSON. Thank you.
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Mr. Lang, I certainly appreciate your statement. I think it is very
forthright and certainly addresses the overall problem.
We not only have the matter of providing passenger services to the

general public but a most important facet of this problem is, with the
discontinuance of these trains we lose jobs. Is that not a very impor-
tant part of this entire thing?

• Mr. LANG. It is, in my judgment, Mr. Watson.
Mr. WATSON. And, of course, we are concerned about that, as you

are concerned. But would it not be possible for the railroads to work
in other areas to provide jobs and improvement of services, to take
up the slack and replace these employees who are now on the passenger
lines?

• I seem to sense that that is one of the principal problems you are
confronted with; is that not true?
Mr. LANG. Yes, sir I think that is entirely possible, and the Depart-

ment is already on record as being in favor of the legislative provision
which would give the Interstate Commerce Commission authority to
specify employee protective conditions in connection with the discon-
tinuance of passenger trains similar to the authority they now have in
connection with the abandonment of lines for the merging of carrier
corporations.
Mr. WATSON. And, as I understand your position, you are in opposi-

tion to any flat moratorium being established at this time?
Mr. LANG. We are totally and completely in opposition to a

moratorium.
Mr. WATSON. And you feel that it would take you at least 2 years

- in order to complete this study?
Mr. LANG. We think that the procedural and data collection difficul-

ties associated with getting at this question of just what kind of inter-
• city passenger service—not rail but passenger service—in total, the
public needs, and under what circumstances and in what kinds of
locations and in what amounts, and so forth, that the difficulties asso-
ciated with the answering of this question are sufficiently great that
in 1 year's time, which I believe is the time suggested in this legislation,
we would just be getting started, and 2 years is a much more realistic
time over which to conduct such a study.
Mr. WATSON. I am inclined to agree with you.
Second, you state that if you are to be charged with this responsi-

bility, together with the ICC, that you would require additional funds.
I know that this has just come up here. The legislation was intro-

duced June 28, I believe. Have you, and your Department, given any
thought as to how much additional money would be required to make
this study?
Mr. LANG. Yes, sir we have. Although we have made nothing more

than a horseback estimate at this point.
Mr. WATSON. I am sure that that is all it would be.
Mr. LANG. But we feel that to be given the amount of data that

would be required to come up with answers that would advance our
knowledge in any significant degree of this intercity problem, would
cost somewhere in the neighborhood of $2 million to conduct a decent
study.
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Mr. FRIEDEL. $2 ?
Mr. LANG. $2 million.
Mr. WATSON. $2 million.
Mr. LANG. And this is well beyond any of the available funds that

we have in the Department today for such purposes.
MT. WATSON. All right, sir.
Now, on page 4, you state that Mr. Saunders, chairman of the board

of Penn Central, urged such a study. He also stated that this study be •
one, by industry and government in partnership with each other.
But I note the provisions of this bill do not include such a partner-

ship undertaking. Would you be averse to inclusion of representatives
of industry on such a study?
Mr. LANG. No, sir; we certainly would not, and, in any event, re-

gardless of how the statute was drafted in this regard we would
certainly work very closely with and encourage maximum participa-
tion of the carriers, both individually and collectively. We think this
is very important.
Mr. WATSON. And, finally: I know you have been working hard and

diligently on the rapid transit proposition. Do you not think, with
a little more time to see how that develops, as to whether it will re-
juvenate the passenger service, that it might be helpful to look at this
a little bit after it becomes actually implemented?
Mr. LANG. Yes, sir; I testified before the Senate Subcommittee on

Transportation last year on this very point and stated then that the
Department felt very strongly that the best chance of developing a
better idea of where the intercity railroad passenger train could fit
into the overall intercity passenger picture was to go forward with
the experiments that we are now about to undertake under the high-
speed ground transportation program herein the northeast corridor.
Only with the kind of actual market data which will be developed

as the result of those experiments can we learn some of the additional
things that we really need to know about the intercity passenger
market, before we can address ourselves with any degree of authority
to this overall question of need.
Mr. WATSON. May I say, finally, Mr. Chairman, that certainly

the Department of Transportation has probably had thrust upon it
more multitudinous, difficult and complex problems than any new
agency, and it is quite remarkable that you are able to keep your com-
posure, because you have been before this committee many, many
times on different problems, and we appreciate your responses.
Mr. FRIEDEL. I want to thank you, Mr. Lang.
Mr. LANG. Thank you, Mr. Chairman.
Mr. FRIEDEL. Our next witness will be Prof. George W. Hilton,

Department of Economics, University of California, Los Angeles, and
Acting Curator of Transportation, Smithsonian Institution.
Professor, do you want to summarize your statement and have

your full statement included in the record?
If so, you may do so.
Mr. HILTON. Yes, Mr. Chairman.
Mr. FRIEDEL. It will be included in the record in full, following

your oral summarization.
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STATEMENT OF GEORGE HILTON, PROFESSOR OF ECONOMICS, UNI-
VERSITY OF CALIFORNIA, LOS ANGELES (ACTING CURATOR OF
TRANSPORTATION, SMITHSONIAN INSTITUTION)

Mr. HILTON. First, as I mention in my statement, I speak only as
an individual and do not purport to represent any group or institution.
In particular, I do not purport to represent the Smithsonian Institu-
tion which does not concern itself with problems of this character.
I should also say, in connection with my statement, that I discussed

a subsidy at some length but I am aware that the bill at hand con-
cerns only changes in regulatory procedures and the proposal for a
further inquiry; however, I interpret the final clause in it on page 8
beginning at line 21 as indicating that a subsidy is one of the principal
considerations expected to come before an inquiry. Therefore, I think
it is relevant to discuss a subsidy explicitly.

Briefly, to summarize my statement, I urge that the passenger train
has had a typical secular decline. It has been declining since the
1890's, first relative to other forms of transportation, and then fol-
lowing 1921 absolutely. Secular declines are usually of this character;
in particular the declines of the interurban and the streetcar were of
this character.

First, the decline was relative, then it was absolute; and, finally, they
passed out of existence, because they had no alternative sources of
revenue on which to draw. The decline of the passenger train is dis-
tinguished from them substantially only in this respect.
The reasons for the decline are clear. The passenger train has been

replaced by superior alternatives which became available. It was
slow, inflexible, and expensive. The hopelessness of it, I think, is most
clear in looking at the income elasticities of demand which economists
have found for the various forms of transportation. Minus 0.6 for
passenger trains; plus 1.2 for automobiles, and plus 2.5 for airlines,
which is to say that the typical American family will reduce its ex-
penditures on passenger trains by 0.6 of 1 percent, but increase its
expenditures on automobiles by 1.2 percent, and on airlines by 2.5 per-
cent in response to a 1-percent increase in income.

Briefly, it is impossible to preserve anything with as strong a nega-
tive income elasticity as that, unless one can prevent the population
from becoming richer, and obviously that is something which no one
can do, nor would anyone want to do it.
I argued that the reason for the negative income elasticity of rail

passenger transportation is apparent from a study of the alternatives
available to a traveler. I urged that in considering a trip between,
Chicago and Los Angeles, the train with a very high standard of serv-
ice—and the Santa Fe has probably the highest standard of service
of which this form of transportation is capable—will enable a traveler
to save somewhat under $20 at the expenditure of somewhat over 35
hours in time.
It is rational for a person to do this only if he evaluates his time at

less than 60 cents an hour, or holds an erroneous view of the relative
risks of the two forms of travel, or secures some form of consumption
value from rail value.
One can predict with perfect accuracy that the number of people

who will opt for such an alternative will fall. Only two major groups
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:are likely to prefer such an alternative, people in low-income brackets
:and people who are retired.

People in low-income brackets become successively better off,
fortunately. The present generation of the aged which is retired, on
the one hand has a low valuation of time as retired people typically
do; but on the other hand such people often have a view of the risks of
'flying based on the experience of early aviation.

People in low-income brackets will get into higher income brackets,
and people presently in high-age brackets will die. Therefore, one can
predict, with as perfect confidence as I think anything can be pre-
'dieted in economics, that the volume of rail travel will fall. Similarly,
one can predict with perfect confidence that the costs of providing
•the service will increase.
As evidence brought forth in the Southern Pacific's efforts to get rid

of the Lark in 1966 indicates, the cost of moving passengers by rail
are approximately double those of moving them by jet aircraft or by
bus. In part, this is a consequence of union rules; but too much is made
of this.
More important, this is a service-intensive activity which shares with

'hospitals and with other service-intensive activities the characteristic
that is impossible to generate an improvement in the productivity of
'employees to match the productivity of employees in manufacturing,
-with which such activities must compete for employees.
As a consequence, the costs of such industries become successively,

•greater relative to the rest of the economy,. This is all the worse in rail-
roading, because the demand is decreasing and will become succes-
sively worse, because the next generation of jet aircraft will move
people for perhaps a third less than the present generation. I would
-estimate that by the mid 1970's cost disadvantage of the passenger train
will have gone from about 2 to 1 to 4 to 1.
A further conclusion from the analysis which I have drawn is that

•there is no way of making the service profitable. The great majority
of passengers evaluated it as intermediate in quality between plane
and bus, since its costs are approximately double those of either, there
•is no way it can be made profitable.

Similarly, I would argue there is no way in which regulatory pro-
ceedings can preserve it, partly because neither the Interstate Com-
merce Commission or State regulatory bodies will engage in outright
confiscatory behavior.
I have argued in my statement that the Interstate Commerce Com-

mission pursues two policies simultaneously as the learned chairman
argued today: that the institution of the passenger train as a whole
ought to be preserved; but, on the other hand, in its very first case
.concerning a Great Northern discontinuance in North Dakota and
Montana, it stated, consistent with its doctrine on branchline abandon-
ments, that it would not require the indefinite continuation of a pas-
senger train which lost money simply because the railroad as a whole
is profitable.
If it pursues the latter course of action, which it may not do on the

first examination of a case but which it will do ultimately on either
the second or the third presentation of a discontinuance application,
then it is in fact following a market test; and, if it is following a
market test, it will allow this institution to pass out of existence.
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I interpreted the Commission's efforts to secure changes in the reg-
ulatory framework and to secure a subsidy for intercity passenger
trains (which it recommended in the New York, New Haven &
Hartford's application for total discontinuance of passenger service
and at other times) as efforts to deal with this dilemma.
I argued, however, that a subsidy could not possibly be effective any

imore than the regulatory process s effective in preventing the pas-
senger train.
The present arrangement whereby railroads are simply forced to

run passenger trains is a form of subsidy but an inept one. That is
to say, it is a subsidy of a passenger train financed by an implicit tax
on the railroad industry, amounting at present to approximately 27
percent of its net profitability from freight operations.
It is an inept tax; mainly it falls on railroads individually. Their

ability to provide passenger service depends on their profitability from
other operations; whereas, the political pressure on them to provide
passenger service is not related to this.
Once comes to the dilemma in which the Commission finds itself,

that the railroads in the arid West could provide a great deal of pas-
senger service, if forced to do so; but the population density is so low
that the political pressure is relatively small. The New York, New
Haven & Hartford serves the most populous area of the country, and
so has the greatest political pressure on it to provide passenger serv-
ice; but partly because it has so much passenger service and partly for
a large number of other reasons, some of which are unique to it, it is
the least able to bear the implicit tax. Consequently, a subsidy which
might be the recommendation of the proposed inquiry, could provide
only this which present policy does not. It would free policy to provide
passenger service in response to political pressures apart from the
profitability of an individual railroad.
But by application of the logic that I have used in this presenta-

tion, it could not prevent the decline and eventual extinction of pas-
senger service on railroads. It could not do so; no policy could do so,
unless it could change people's evaluation of time, and unless it could
prevent employees in manufacturing industries from becoming more
productive, as they do.
No policy could or should accomplish these things, and, therefore,

I argue strongly against either measure to preserve passenger trains
through changes in the regulatory processes. the statutory framework
of the regulatory processes, or through a subsidy.
I argue instead for changes in the regulatory framework to facili-

tate the end of what I have argued to be an unambiguously hopeless
activity: either to retain the present framework of policy which will
probably result in extinction of this form of transportation by 1975,
or to write into the present text of the act an explicit market test of
profitability, stating that any demonstrably unprofitable passenger
train may be discontinued, or preferably simply by replacing the pres-
ent process with a carte blanche authority of railroads to get out of
the -passenger business on 90 days' notice. This will be sufficient time
for people who currently use passenger trains to make alternative
arrangements.
There is no passenger train which is presently unprofitable which

has no satisfactory or superior alternatives available. It is not in the

4
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•

nature of the economy to give every member of the public what he
wants to consume. They are minorities which would like to travel on
the Fall River Line, or which would like to go to vaudeville theaters.
There is probably nothing I should so much like to consume as a

record of Sir Arthur Sullivan's "Symphony in E." It has never been
recorded, because there are not enough other people who want it. It
is not in the nature of an economy to provide everyone with every-
thing he wants for this reason. The logic with respect to the passenger
train is no different from the other examples which I have just given.
This concludes the summary of my prepared testimony, but I shall

naturally be pleased to answer questions.
(Mr. Hilton's prepared statements follow:)

STATEMENT OF GEORGE W. HILTON, PROFESSOR OF ECONOMICS, UNIVERSITY OF
CALIFORNIA, Los ANGELES

My name is George W. Hilton. I am Professor of Economics at the University
of California, Los Angeles, and am the specialist in transportation in the UCLA

economics department. In 1964 I was chairman of President Johnson's Task

Force on Transportation Policy. More recently, I have written a book, currently

pending publication at Indiana University Press, The Transportation Act of 1958,

one chapter of which concerns experience under Sections 13a (1) and (2). What

I have to say today is based on my research for that book. I speak only as an

individual, and do not purport to represent any group or institution.
I have come to argue that the passenger train is absolutely hopeless, and that

neither changes in the regulatory framework nor any subsidy which Congress

is likely to enact can arrest its decline and iunninent extinction. This conclusion

follows from the analogy of similar declines of other forms of rail passenger

transportation, from the literature on consumer behavior in choice between modes

of transportation, and from evaluation of the changes in the technology of pas-

senger transportation immediately impending.
The passenger train has been declining since the 1890's, when it was providing

some 90 to 95 per cent of intercity trips. The decline was typical of secular de-

clines being first relative and later absolute. The building of the rural trolley

lines in New England and the interurbans elsewhere in the United States begin-

ning in the mid-1890's caused the percentage of intercity trips by train to fall,

though the absolute number of train trips per year continued to increase until

1921, when the decline of the passenger train shifted from relative to absolute.

From that time passenger traffic by railroad has declined almost monotonically

( with the notable exception of the years of World War II) until at present

passenger trains provide only about 1.5 per cent of intercity trips. The decline has

been parallel to that of the other forms of rail passenger transportation: the

branch lines atrophied first, there was a long period of hope that the main lines

would be viable indefinitely, but finally such services also declined rapidly.
Streetcars and interurbans pursued this pattern of decline but having no freight

revenues on which to draw adequate to support them, typically passed out of

existence entirely.
The passenger train declined because it was slow, inflexible, and expensive to

operate, relative to the alternatives which became available to the public. Its

inflexibility was initially its worst handicap; the automobile provided a point-to-

point service which no other carrier could match, and which proved so attrac-

tive that Americans came to depend on it for about 90 per cent of intercity trips.

The bus also proved a cheaper and more flexible carrier than the train. Aircraft,
after a poor initial experience in comfort and safety, were improved to the extent
that, after introduction of jet equipment in 1958, airlines could provide intercity
passenger service at over ten times the speed of trains, at only about half the

cost to the carrier, and finally with comparable safety experience. Economic
adjustments are never instantaneous, and thus, partly because the dependence
on the passenger train had once been so nearly complete and partly because exit
from rail passenger service was restricted, the passenger train has survived until

the basic network of major intercity routes is still in existence. The question
which currently confronts us is whether that network can or should survive.
Examination of both demand and supply conditions for rail passenger service
indicates unambiguously that it should not and, more important, cannot survive.

96-907-68-10
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The demand condition which is most important in this consideration is the
income elasticity of demand for the various forms of passenger transportation.
Economists have estimated the income elasticities as follows:

Railroad passenger trains 0. 6
Automobile  +1. 2
Air lines +2. 5

That is to say, the typical American family will respond to a 1 per cent increase
in income by decreasing its expenditures on rail passenger transportation by
0.6 per cent, by increasing its consumption of services associated with the auto-
mobile by 1.2 per cent, and by increasing its consumption of air travel by 2.5 per
cent. Rail passenger service is the analog of "inferior goods" the consumption
of which decreases with increments in income: potatoes, bread and farinaceous
food of the character of spaghetti and macaroni. Both automotive transportation
and air travel have strong positive income elasticities, and thus are the analogs
of "normal goods," the consumption of which increases with income: meat,
houses, outdoor recreational facilities, education, and the majority of other goods
and services. The foregoing income elasticities are coupled with relatively low
price elasticities of demand for transportation; that is, Americans are not highly
responsive to small changes in the prices of passenger transportation.

Although the automobile will probably decline eventually, it is generally recog-
nized that there is no immediate prospect of Americans foregoing automobile
travel in significant measure, given the alternatives presently available. Both
the flexibility of the automobile in scheduling departure and arrival and the
ability to use the vehicle for local trips upon arrival are attractions for which
Americans are willing to pay heavily in time, money, and risk of accident.
Accordingly, it is the relative demand conditions for public transportation which
are relevant in the present connection.
A comparison between the attractions of air and rail transportation illustrates

the reason for the relative income elasticities of the two services. At present the
Santa Fe, providing about as high a standard of service as is possible with rail-
road technology, charges $75.73 for a one-way coach ticket between Chicago
and Los Angeles, a trip of about 39 hours. The minimum air fare for the same
trip is $04.50, tax included, for a trip of about four hours. The train offers the
passenger an opportunity to save about $20.00 at the expenditure of about 35
hours in time. One will opt for such an alternative only if he evaluates his time
at something less than 600 an hour, or holds an erroneous view of the relative
risks of the two forms of travel, or secures some form of consumption value from
rail travel.
One can predict with perfect confidence that the number of people who will

opt for such an opportunity will fall continuously. Only two groups will con-
sistently evaluate their time under 600 an hour: low income persons and the
retired. Evaluation of the risks of flying on the basis of the experience of early
aviation is also principally characteristic of the elderly. Both of these groups
can only atrophy: the poor become richer, and so evaluate their time more highly,
and the present generation of elderly die. The number of people who out of rail
enthusiasm or otherwise derive a consumption value from rail travel, as distinct
from using it only as a means to reach a destination, is so small as not to consti-
tute a significant market.
Not only does the evaluation of passengers' time enable one to predict that the

volume of rail passenger travel will atrophy continuously, but it also explains
the change in the nature of the demand conditions for the service. One would
expect business travel to have deserted the railroads first, since the time of
businessmen is relatively valuable. Remaining railroad passengers should con-
sistently be motivated mainly by economy; it is not rational behavior to spend
35 hours to save $20 and then to devote the time to eating filet mignon en route.
This presumption is verified by experience. Pullman travel declines more rapidly
than coach, and demand for standard dining car meals declines relative to de-
mand for snack-bar food service. This situation is frequently irritating to the
retired and to enthusiasts, who may consistently have a low evaluation of time,
but still be willing to pay for a high standard of service. Such people often

,Rall estimate from Louis J. Paradise and Clement Wilson. "Consumer Expenditure-
Income Patterns," Survey of Current Business, XXXV (September 1955), 29. Automobile
estimate from Walter 01 and Paul W. Shuldiner, An Analysis of Urban Travel Demands
(Evanston: Northwestern University Press, 1962). p. 182. Airline estimate from Norman
Asher, at alia. Demand Analysis for Air Travel by Supersonic Transport (Washington:
Institute for Defense Analysis, 1066), Report No. R-118, I, 8).
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-interpret the reduction in standards of service as efforts of the railroads to
-discourage passengers. If such an interpretation were valid, luxury services such
as the Panama Limited would hold up better than economy services of the char-
acter of the City of New Orleans. Exactly the reverse is true; coach services
serving large concentrations of low-income persons and of the retired decline
more slowly than any other, and luxury sleeping-car trains have proved the least
viable of any mainline services.
The great majority of travellers evaluate train travel as intermediate in quality

between plane and bus. The minority which prefers train to plane is continually
heard in regulatory proceedings and elsewhere. The minority which prefers bus
to train, which may be equally large, is unheard, simply because it has the option
freely available for the foreseeable future to use the bus.

Because the majority of Americans evaluate train travel as intermediate be-
tween plane and bus, it must be priced intermediate between the two. As evidence

:brought forth in the Southern Pacific's effort to discontinue the Lark in 1966
indicates, the costs of moving a passenger by rail coach are approximately double
those of moving him by either of the alternatives. Therefore, there is no way of
making rail passenger service profitable.
Further, one can predict, again with perfect confidence, that the cost disadvan-

tage of the railroad passenger train will increase relative to the alternatives.
Much is made of the inappropriateness of railroad work rules for passenger serv-
ice. Such arguments are valid enough, but they neglect two important considera-
tions. First, the strength of the unions in the railroad industry is not fortuitous,
but intrinsic to the technology of the industry. A union is effective in direct pro-
portion to the amount of economic activity it can halt with a strike. The large
amount of capital irrecoverably committed to railroading makes the industry
liable to the threat of strikes almost beyond any other. Similarly, the industry's
wide geographical dispersion causes its unions to have exceptional political
strength. As a consequence, arguments as to what could be done if the unions
were not so strong only superficially attractive.
Second, the cost disadvantage of the passenger train is more basic than the

nature of the work rules. The passenger train is a service-intensive activity
which shares with other service industries (hotels, hospitals and restaurants, for
example) an inability to match the increases in productivity of industrial em-
ployments with which they must compete for labor. This situation is all the worse
in railroading because the demand is declining. In addition, the Boeing 747 and
the Lockheed and Douglas air buses, along with the other "second generation" of
jet aircraft, are expected to handle passengers at a third or more below the cost

• of moving them in existing aircraft. Thus, by the mid-1970's the cost ratio adverse
to trains relative to aircraft is expected to move from 2 :1 to possibly 4 :1.
The passenger train is currently being superseded by a variety of superior alter-

natives, the most effective of which, the jet aircraft, presents the immediate pros-
pect of improvements which will greatly worsen the disadvantage of the train.

The passenger train itself is incapable of any major improvements, as the diffi-
• culties in establishing the Northeast Corridor highspeed rail line demonstrate.
What it can accomplish is what it has accomplished with the level of service to
which it was brought with the various Zephyrs, Rockets, and Daylights of the
post-war period. None of these, together with the advertising which accompanied
them, proved able to reverse the decline of rail passenger traffic.
The absolute hopelessness of rail passenger service was demonstrated with ex-

emplary clarity to the Interstate Commerce Commission in 1958, almost simul-
taneously with the Commission's being vested with powers over the discontinu-

ance of passenger trains, by Examiner Howard Hosmer in his report Railroad

Passenger Train Deficit (Docket No. 31954). Examiner Hosmer argued in a fash-

ion similar (though not identical) to what I have argued here, also reaching the

conclusion that the passenger train was inexorably destined for extinction and

that no steps should be taken to prevent its demise. The Commission, unfor-

tunately, was unwilling to accept Examiner Ilosmer's conclusion, but instead

stated that the passenger train was "essential for the nation's well being" (306

ICC 417 at 484) and recommended a variety of measures for its perpetuation, none

of which have been implemented.
The Commission in its administration of Sections 13a (1) and (2) has en-

deavored to pursue two inconsistent and, in fact, irreconcilable policies simul-

taneously. There is nothing particularly unusual in its having done so; its statu-

tory body of authority is so nebulous that it has frequently, if not typically,

. behaved in this fashion. It has, for example, consistently denied that it engages



144

in "umbrella ratemaking," holding up the rates of one class of carrier to protect
the traffic of another, while actually vacillating between doing so and not doing
so. In the present instance, the Commission has argued as if the passenger train
should and can be preserved, and as if its behavior were guided to that end. It
has specifically denied using a market test of profitability as the criterion for
passenger train discontinuance, explicitly characterizing such an approach as
"sterile." (New York, New Haven & Hartford RR, Trustees, Discontinuance of
all Passenger Trains, 327 ICC 151 at 205.) Instead, the Commission purports to be
making a comprehensive evaluation of the costs, revenues and external benefits
of the operations of the several trains individually. In direct contrast to this,
the Commission in its first major decision concerning discontinuance of a train
Section 13a stated that it would not indefinitely require continuance of an un-
profitable passenger train on the ground that the railroad as a whole was profit-
able. (Great Northern Ry. Discontinuance of Service, 307 ICC 59 at 69.) This
was an application of the Commission's long-standing doctrine that it would not
indefinitely require perpetuation of an unprofitable branch merely because the
railroad was profitable over-all. More basically, this doctrine is a manifestation
of the obligation of a regulatory body to refrain from confiscating the property
of a regulated firm through requiring long-continued unprofitable operation.
Thus, in the long run in the treatment of individual trains, the Commission

was using a market test of profitability, even thought it denied it was doing so.
An explicit market test would have indicated that essentially all of the trains
on which the Commission was passing should have been discontinued. That is,
a market test would accord with the usual economists' presumption that the
public's expenditures on a service represent its value to society and that its
costs represent the sacrificed alternatives to providing the service. Chronic un-
profitability, as in this instance, indicates that society wants the resources
being used in the service devoted to other purposes. All economic activity yields
external benefits and entails social costs of some sort, but the rate of utilization
of intercity passenger trains is so low that their external benefits in reduction
of traffic congestion or atmospheric pollution are negligible. The external benefits
can also be expected to atrophy part passu with patronage. Consequently, the
externalities are not significant enough so that a market test could not be
employed.
More specifically, had the Commission been willing to accept the Hosmer

Report as correct, it would have held that all of the trends operating against
particular trains—which it continually recognized in individual eases—were
operating irreversibly against rail passenger service as a whole. Thus, it could
and should have approved the discontinuance of any demonstrably unprofitable
passenger train as merely a manifestation of an inevitable trend. Further, it
should have recognized that any train which was not currently unambiguously
unprofitable (for example, because of controversy in allocation of terminal ex-
penses), would shortly become so because of the irreversibility of the trends of
demand and cost operating against the passenger train.

Failure to use an explicit market test in Section 13a actions has had a pre-
dictable consequence: the Commission has frequently required continuance for
a year, and occasionally for a second year, of passenger trains neither more nor
less hopeless than the majority which it allowed to be discontinued at once. It
is impossible to show any consistency of the Commission's behavior in this re-
spect. What the Commission claims to be doing, making a careful evaluation of
the external benefits of the operation of trains, is in fact yielding on an occa-
sional basis to casual qualitative statements by persons with an interest in per-
petuation of trains. As usual, only people with some interest in train continu-
ance have an incentive to appear in discontinuance proceedings, and thus an
adversary action brings forth a grossly distorted view of the public interest,
relative to a market test.
The Commission is not wholly to blame for failing to use a market test of

profitability explicitly and on the first application in discontinuance actions
Congress provided it with no explicit directive as to a criterion; in fact, Congress
forewent an opportunty to provide a market test. The first Senate draft of the
Transportation Act of 1958 provided that, in order to require continuance of a
train, the ICC should assure itself that the train was not operated at a loss.
Senator Javits, at the suggestion of the New York commission, secured removal
of that provision out of fear of quick discontinuance of much of the passenger
service out of New York City. Thus, Congress was basically to blame in not pro-
1-'01112' a market test where it was clearly appropriate.



145

The current effort to provide more stringent conditions for discontinuance of
passenger trains together with subsidy of a basic network of intercity trains
is essentially an effort to resolve the Commission's dilemma of simultaneously
being committed to perpetuation of the passenger train as a national institution,
but being unwilling to require indefinite continuation of an individual uneconom-
ic train. Only a public subsidy, in the long run, offers any apparent prospect
of perpetuation of the passenger train.
The prospect of perpetuation of the passenger train which a subsidy presents

is only apparent, however. It follows from the foregoing argument that the
passenger train has not been declining for reasons which the proposed subsidy
could correct. Rail passenger service is already operated under subsidy but of
an inept sort. The current policy of forcing railroads to operate passenger
trains is the equivalent of financing the service by a tax on the railroads. This
implicit tax is a very large one, even now amounting to more than 25 per cent
of the industry's net profitability from freight operations. It is an inept form
of subsidy for two reasons: first, for the reason already mentioned that a
regulatory body is limited in the extent to which it can require uneconomic
activity by a regulated firm out of the necessity of avoiding confiscatory be-
havior but more important because the incentive to force a railroad to provide
passenger service tends to, be inversely proportional to the railroads' individual
abilities to provide it. That is to say, the railroads in the intermountain west
are generally strong enough to bear their passenger deficits without risking their
solvency, but the population density in the area is so low that the political
pressure to force them to do, so is relatively mild. The poiltical incentives to
force railroads to provide passenger service are greatest in the vicinity of New
York but for a variety of reasons the railroads there are the weakest in the
country, and thus are least able to bear the deficits. The most obvious example
is the New Haven, which serves the most populous area in the country, and
so is subject to the greatest pressure for operation of passenger trains. Partly
because it has so much passenger service, but also for several other reasons,
it is the weakest large railroad in the country, barely able to meet its payrolls,
and the least able to bear passenger deficits.

Operating a basic network of intercity passenger trains out of a public
subsidy would free policy from this problem; passenger service could be pro-
vided where there is political pressure for it without regard to the profitability
of the individual railroad. Beyond this, however, a subsidy would be mainly
ineffective. In particular, it could not prevent the continuing decline of the
passenger train and its eventual extinction. Nothing could preserve the passenger
train unless it prohibited the alternatives to which the public has turned, or,
by application of the analysis I have presented here, prevented the poor from
becoming richer, the elderly from dying, and laborers in manufacturing estab-
lishments from becoming secularly more productive. I hardly need add that no
policy which Congress is likely to enact will do this. All that a subsidy of
intercity passenger trains can accomplish is to perpetuate the existing resource
malallocation under more effective institutional arrangements. The decline will
continue, but be prolonged at the expense of taxpayers, of bus operators—
against whom the policy would be little short of a predatory act—and of who-
ever might be receiving the benefit of an alternative expenditure of the funds.

Accordingly, if changes are to be made in present policy toward discontinuance
of passenger trains, they should be in the direction of greater facilitation of
getting out of this hopeless activity. Enactment of Section 13a in 1958 rep-
resented an improvement over pre-existing policy, since the ICC, however in-
consistent it may have been as between individual cases, was far more con-
sistent than the state commissions, one relative to another, had been previously.
As I argued earlier, the ICC's unwillingness to require indefinite perpetuation
of an uneconomic service merely because the railroad as a whole is profitable is
in fact a market test, even though the Commission may not recognize it as
such. Consequently, the Commission's administration of Section 13a has accel-
erated the withdrawal of passenger trains, and will probably result in the virtual
extinction of this form of transportation by 1975. Thus, making no change
in present policy has much to recommend it.

Preferable, however, is writing into Section 13a the market test deleted by the
Senate in 1958, granting the explicit right to railroads to discontinue any
demonstrably unprofitable passenger train. This would eliminate the pointless
continuances of a year to which the Commission is occasionally given. It would,
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oi the other hand, perpetuate a waste of time and resources in establishing
through the regulatory process what is and is not unprofitability.

Ideally, Congress should grant the railroads the right to discontinue passenger
trains on 90 days notice to the public, without recourse to the ICC or other
regulatory bodies. There is no intercity passenger train which lacks adequate
or superior alternatives to which the public may turn in 90 days. Granting the
railroads the right to withdraw from this hopeless activity, carte blanche, would
be at once terminating one of the economy's most severe current resource mal-
allocations, and facing up to a reality which is beyond the power of public
policy to alter.

Mr. ADAMS (presiding) . Mr. Watson?
Mr. WATSON. Thank you, Mr. Chairman.
I was taught never to take issue with a professor, but maybe I am in

a position now. You do not live in South Carolina?
Mr. HILTON. No, I do not. And I also suggest that my students take

issue with me as frequently as possible.
Mr. WATSON. Did I understand you earlier to say that your views do,

not reflect those of the Smithsonian?
Mr. HILTON. Yes.
Mr. WATSON. Are you with the Smithsonian Institution?
Mr. HILTON. For 1 year. I am replacing the Curator of Transporta-

tion, who is on sabbatical leave; but, as I stated, the Smithsonian Insti-
tution does not concern itself with matters of this sort. This is un-
related to my duties there.
Mr. WATSON. I certainly appreciate the fact that you have studied

this matter in depth and at length, but I am not so much a fatalist as
you are about trains going to pot, or that they are just relegated to
antiquity. I believe they can be rejuvenated.
Did you take into consideration the rapid surface transit studies

that are now being made; and, if so, what is your judgment as to
whether or not they might give new life?
Mr. HILTON. You are referring to urban transit proposals?
Mr. WATSON. Yes.
Mr. Hriaorr. Such as the rapid transit in California.
Yes, I testified before the California State Senate committee on the.

financial problems of the bay area rapid transit. It is a somewhat dif-
ferent problem from intercity transportation, but only somewhat
different, and I think you are quite right to raise the question whether
there are not things which we can learn from this. I did not want to go
on to excessive length in my prepared statement. I considered raising
this point in fact.
Rapid transit also survives because it has some alternative source of

funds to fall back on. The streetcars and inter-urbans did not. Rapid
transit has public revenues.
As far as I know, every rapid transit system is extremely unprofit-

able. Also it has suffered very considerable decline. Approximately 80
percent of our rapid transit passengers are on the New York subway.
It is a very inflexible form of transportation, unable to fan out, un-

able to provide much other than a trip in and out of a central business
district in which there is a big demand for foot circulation; that is,
with a lot of office employment, entertainment, retailing, and so on.
It is especially useful to cities which are circumscribed by water bar-
riers. New York is the best example of a city so characterized. Rapid
transit is almost exclusively a solution to a New York problem and, so,
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how well it serves New York is not exactly an indication of how well
it serves any other place.
The nature of New York is such that one really cannot conceive of

other forms of transportation serving it as an alternative to the sub-
way, but even there there has been a decline of very considerable mag-
nitude. The New York subway had a decline, as I remember it, from
the end of the war down to the vicinity of 1960, revived slightly, and
holds its own.
To my knowledge, every rail transit system in the country has had

a secular decline since World War II. The most successful, the Shaker
Heights Rapid Transit, avoided a secular decline until 1959 and has
subsequently had one. I think one can predict with accuracy that this
decline will continue, because essentially every force on cities is one
for diffusion, decentralization of employment, retailing, entertain-
ment, and so on, about the metropolitan area, and since this is a form
of transportation which serves only the trip into the central area, I
think we can predict with perfect certainly that this will continue to
decline.
Mr. WATSON. I appreciate your comment. Perhaps, since you are

in town now, if we would like to pursue it individually, we might con-
tact you on this.
Mr. HILTON. I should be honored,
Mr. WATSON. Just one further brief comment, if I may.
I think it interesting to note your statement to effect that despite

dressing up passenger trains, it would still have little effect on the pas-
sengers' use of them, did you not?
In other words, those who wanted a minimum cost factor of trans-

portation just wanted to get from one point to another.
Did I construe that correctly?
Mr. HILTON. Yes; that is in general, true, The changes that one can

make in the level of service are so minor relative to the evaluation of
one's time that they do not really accomplish very much.
What is usually thought by people who are interested in preserving

passenger trains to be active discouragement, the taking off of table-
cloths, downgrading the standards of service, is in fact adjusting to
the needs of the majority of people who are willing to take a time-
consuming means of travel.
Mr. WATSON. SO, if we put on the sleeper cars, such things as din-

ing cars, barrooms, go-go girls, and all of that it would not have any
appreciable effect?
Mr. HILTON. That is, in general, correct. The Commission, as the

Chairman mentioned today, in the case involving the Seaboard Air
Line, as I believe it then was, and now the Seaboard Coast Line train
out of the Norfolk-Portsmouth area into the Carolinas specifically
suggested the removal of dining and sleeping car facilities, in order to
try to make the train viable.

Similarly, it suggested removal of dining cars from the Rock Island
train between Kansas City and Fort Worth. It was endeavoring unsuc-
cessfully to perpetuate it. If the passenger train can be perpetuated,
which I have already denied, this can be done only by appealing to
people whose evaluation of time is very low.
The best chance for perpetuating it is running things such as the

City of New Orleans of the Illinois Central. That train, when last I
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heard, was still in the black. The railroad does not expect it to remain
so, once the Interstate Freeway System is completed between Chicago
and New Orleans. It gets an advantage from the fact that relatively
little of that segment of the Interstate Freeway System currently is
completed.
Mr. WATSON. Professor, we certainly thank you. It is obvious that

you have a real knowledge of this field. I thought it was interesting
when you said that there are some things that you would like to have
but apparently the demand is not there.
I do not know who the composer of the particular symphony is that

you had in mind, but I am reminded of the fact that I used to enjoy
minstrel shows; but apparently we are not able to see those nowadays.
A lot of things are dying out with the passage of time.
Mr. HILTON. I think the analogy that I made, not in my prepared

statement but speaking extemporaneously, to the night boats which
were formerly a rather prominent form of transportation, on which
I recently completed a book, is the closest. They were an extremely
comfortable form of transportation which a great many people en-
joyed as a matter of consumption. They were even more than the
passenger train, however, slow, inflexible, limited in destinations, and
extremely intensive in their use of labor services; and, so, for the same
reason, they passed out of existence. They did so more rapidly, partly
because exit from the activity was not limited.
Mr. WATSON. Thank you, sir.
Mr. ADAMS. Professor Hilton, I gather probably your field is

transportation.
• Mr. HILTON. Yes.
Mr. ADAMS. Do you agree with the proposition that when you have

a monopoly situation you will generally have inflexibility on matters
of market conditions?
Mr. HiuroN. I am not certain that I understand what you mean by

flexibility and market conditions.
Mr. ADAMS. In other words, when you do not have the ordinary laws

of supply and demand operating and you have a monopoly situation
in effect, you generally get more inflexibility in meeting the require-
ments of market conditions than you do when the law of supply and
demand is functioning at its fullest through competition.
Mr. HILTON. So far as I understand the nature of your question, so

far as I understand what you mean by inflexibility, I would have to
(=rive the answer of "No."
I would deny that there are any significant monopoly elements in

the railroad industry. It may be true that there are still certain com-
modities which appear to have no obvious substitute for railroad
service, notably very low value ores, such as copper ores, which are also
•fortuituously found in very arid areas which accordingly have no
water transportation. This is a very shortrun view, to say that there
are no alternative means of transportation.

At any given time in the history of the railroad, one would have
said this about a large number of things—cattle, for example. Cattle
shipments have now fallen so low on railroading that they averaged,
the last time I looked, 800 per week.
At the time the Interstate Commerce Act was passed, it was thought

that oil shippers had no alternatives. Crude oil could not travel in any
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other way, and we know now that less than 1 percent of crude oil
travels by rail.
The existence of the monopoly element in the industry, notably its

pricing structure, which did not relate rates to the marginal cost of
traffic, gave essentially the entire economy an incentive to find alterna-
tives for railroad service, which most of the economy has already done.
The portions of the economy which has not yet done so probably will
find a way to do so in future deca-des.
Mr. ADAMS. Professor, the point I am coming to is I think—and I

enjoyed your testimony very much—we have been looking at a series of
overall problems in a comprehensive transportation way, and we are
faced with the fact that in terms of the public interest our transpor-
tation system is becoming clogged. You referred to the 747, and various
types of highway transportation and air transportation.
Testimony before this committee rather clearly indicates that within

the next decade or decade and a half, it will simply be impossible to
expand those modes of transportation any more without some radical
innovations.
We can't move enough vehicles in and out of the city, we can't move

enough airplanes in and out of the presently existing airport facilities,
and when we get them there, we can't move them away from the air-
port, we can't move in and out of the city areas by cars without some
other type of transportation.
We are having a problem right now with air transportation, where

they are doing precisely the same thing in many areas that the rail
transportation is doing. They do not want to fly into the smaller towns,
because they are unprofitable, and they do not want to maintain a two
or three a day schedule which might be more convenient for the people
there, and they would rather crowd all of their flights into a 5 o'clock
at night schedule.
They do not want to land in Denver during the day, because it is

more convenient, if you have got a run from Texas to the northwest
area to go into Denver at 1 a.m. in the morning or at 12 o'clock.
What we would like to have, and this is the only point on which I
m ia critical of your testimony, s by taking certain empirical facts and

extrapolating them, as you have done, you arrive at your conclusion.
But our problem is that in the overall transportation net, we do not
think that the empirical facts you assume are going to remain true for
more than 5 years at the most. As your facts change the extrapolation
will be even farther off.
Mr. HILTON. As I endeavor to argue

' 
I think that these trends are

trends which one can extrapolate with greater confidence than any-
thing else which I would care to extrapolate within all of the
economics.
With respect to the problems of freeways and airports, there is a

resolution to the problem of congestion of airports which is fairly
easy, though I admit it is a short-run resolution, and that is variable
pricing of services of airports at various times. It would be quite easy
to price the services of landing at an airport and taking off again at
various levels, charging 100 times more between 5 and 6 p.m., than at
3 a.m. This would tend to deal with the problem which you mentioned.
It is much more difficult to adapt the same idea to highways, though

Prof. William Vickrey of Columbia University particularly identified
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himself with the position that it is possible to develop metering de-
vices which will do this.
With respect ot the congestion getting in and out of the airports,

again, I agree that it is a very real problem and will become a more
severe one. But, here, again, rail transit is unlikely to be able to solve
it, because it can move people only to central districts, and only rela-
tively small percentages of people using airports want to go to central
business districts—usually, only about 30 percent.
Fifty percent of the people using O'Hare Airport in Chicago do not

want to leave the airport at all. They are simply changing planes. So,
there is not much of a solution to that sort of airport congestion.
But I would argue that we have had abundant opportunity to see

whether rail transportation of all sorts can solve congestion of other
sorts. If it could, on an urban level, we would not have any traffic
congestion.
In 1906, 90 percent of American made urban trips on electric street-

cars and most of the other 10 percent made the trips on rapid transit
or main-line rail. It is something from which people have turned away
for good and sufficient reasons, which, at this late date, I think we
have every justification in concluding is an irreversible trend.
Mr. ADAMS. Thank you, very much, Professor. The only thing I

would say, in reply, is that 25 years ago, most of our people-90 per-
cent—lived in nonurban areas. Now, we have a rapidly increasing
trend into the urban area and soon 90 percent will live there and I
think the circumstances that we are trying to deal with in this com-
mittee come from a complete change in the accent of how America
lives. This changes the facts, but we will talk with you about it later.
We appreciate your coming.
Mr. HILTON. I appreciate having had the opportunity to testify.
Mr. ADAMS. The committee is adjourned until 10 o'clock tomorrow

morning, for a continuation of this hearing.
( Whereupon, at 12:25 p.m., the subcommittee adjourned until 10

a.m., Tuesday, July 9, 1968.)
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TUESDAY, JULY 9, 1968

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS,

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,
Washington, D.0 .

The subcommittee met at 10 a.m., pursuant to notice, in room 2123,
Rayburn House Office Building, Hon. Samuel N. Friedel (chairman
of the subcommittee) presiding.
Mr. FRIEDEL. The meeting will come to order.
This is the continuation of a hearing on H.R. 18212, introduced by

the chairman of the full committee, Mr. Staggers, and other related
bills to amend section 13a of the Interstate Commerce Act, to author-
ize a study of essential railroad passenger service by the Secretary of
Transportation, and for other purposes.
We are pleased to have as our first witness this morning Mr. Thomas

M. Goodfellow, president of the Association of American Railroads.
Mr. Goodfellow?

STATEMENT OF THOMAS M. GOODFELLOW, PRESIDENT, ASSOCIA-
TION OF AMERICAN RAILROADS; ACCOMPANIED BY HARRY J.
BREITHAUPT, JR., GENERAL SOLICITOR

Mr. GOODFELLOW. Thank you, Mr. Chairman. I have Mr. Harry J.
Breithaupt, Jr., our general solicitor, with me this morning.
I have a short statement here which I will read. It will not take very

long.
My name is Thomas M. Goodfellow. I am president of the Associa-

tion of American Railroads here in Washington. Before that I was
president of the Long Island Railroad. And prior to that I worked
in various capacities for the Pennsylvania Railroad from the time of
my graduation from Cornell in 1929 until I joined the Long Island in
1954.
I appreciate the opportunity you gentlemen have given me to tell

you why the industry I represent is so strongly opposed to the changes
you are considering in section 13a of the Interstate Commerce Act. To
conserve your time—and to avoid duplicating testimony of the witness
who will follow me—my remarks will be brief and general. His will
be more detailed and specific.
The proposed legislation would help preserve a status quo in inter-

city passenger operations that will cost the railroads approximately
$600 million in deficits this year—and may cost still more next year.
Frankly, we can see no purpose whatever in running trains the public

(151)
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isn't riding—particularly when the staggering costs of running those
trains must inevitably be passed back to the public in the form of
higher freight rates for just about everything people buy.
As railroad men, we have studied this passenger problem from every

angle. We have tried every sensible approach to providing a "public
service" which only a very small segment of the public wants, needs
or uses. It has been a discouraging, costly and wasteful experience.
In the 10 years immediately after World War II, our railroads and

the Pullman Co. spent more than half a billion dollars in private
capital to give the American public the world's finest passenger trains.
Additional millions were spent advertising and promoting these truly
great trains.
But the public was not buying. Despite all our efforts, passenger

business showed a sharp and steady decline, year after year, as more
and more people turned to the speed of the airlines for long trips and
to the flexibility and convenience of their automobiles for shorter trips.
The record is there for everyone to see. There can be no question of

which came first—the chicken or the egg. The public clearly deserted
the railroads—and for perfectly understandable reasons. Nor was this
desertion the result of any lack of sincere and expensive promotion on
the part of the railroads.

All this was confirmed by the Interstate Commerce Commission
itself. Following a long and thorough investigation in 1959, the ICC
reported that the railroads have—and this is a direct quote—"con-
scientiously endeavored to improve their standards of service." Fur-
thermore, the Commission report pointed out, the railroads—and I
am quoting again—"generally have not discontinued trains without
serious efforts—sometimes prolonged—to make them pay and only
after sympathetic consideration of public convenience."
In August of 1958—the year that section 13a was added to the Inter-

state Commerce Act to provide some measure of sorely needed relief
for passenger-carrying railroads, many of them on the verge of bank-
ruptcy—America's railroads were operating 1,448 passenger trains.
The 1958 passenger deficit was $610 million.
Last year the deficit was $485 million. This was an increase of $85

million over 1966 despite the fact that fewer trains were being
operated. This points up the powerful pincers the railroads find them-
selves trapped in as riders continue to decline and operating costs
continue to soar.
The picture is growing steadily darker. In May of this year we

were running 590 intercity passenger trains. Present indications are
that those 590 trains will pile up a deficit of around $600 million in
1968—almost as large a deficit as 1,448 trains cost the railroads 10
years ago.
I am not particularly good at figures myself. But our statisticians

tell me that, if railroads today were still running as many trains as
they ran in 1957—the year before section 13a was enacted—the pas-
senger deficit last year would have been approximately $1.5 billion.
That is substantially more than the entire industry's net operating
income of $1,161 million from freight operations.
As hardheaded businessmen, we railroaders have made studies of

our own to determine whether
' 

in today's jet and automobile age,
there is any future or any need for intercity passenger trains. Reluc-
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tantly, we have had to conclude that there simply is no future or need
for the passenger train except perhaps in heavily populated corri-
dors—like the New York-Washington corridor in which the Penn
Central is investing millions of its own dollars to develop a new
high-speed service.
Even so, we are willing to cooperate wholeheartedly in the study

Chairman Tierney has proposed. But we feel—and feel very strongly—
that it would be grossly unfair to the railroads, to their freight ship-
pers and to the consuming public to saddle all of us with the intolerable
burden of a growing passenger deficit that could pour hundreds of
millions more down the drain during the time the study is in progress.
But suppose the study should prove the railroads have been mis-

reading the tea leaves? Suppose it shows there Nv ill be a need for
passenger trains between certain cities 5, 10, or 25 years from now,
even though there obviously is no such need today? And suppose, in
the meantime, passenger service between those cities has been discon-
tinued?
That would be the simplest of problems to solve. The tracks will

still be there, for freight trains will still be running on them. Brand-
new passenger equipment—designed and developed to meet the needs
of those future years—can run on them, too. Meanwhile, there is
nothing to gain—and much to lose—by continuing those runs with
presenf)equipment.
Transportation Secretary Alan Boyd has said it better than I can.

"We would prefer," Secretary Boyd says, "to see the traveler profit
from innovation and development in railroad transportation rather
than simply from the preservation of present concepts."
The proposed study may or may not show some future need for

railroad passenger service. But, with our mushrooming population
and our soaring standard of living, neither a study nor a crystal ball
is needed to realize that, as the prime mover of the Nation's freight,
railroads are going to be called on to play an increasingly important
role in the years ahead. They have been pouring every available dollar
into a thorough modernization program to get ready for this big job.
But the mounting passenger deficit has slowed their efforts on two

fronts. Not only has it made fewer dollars—something like $600
million fewer dollars this year alone—available for new equipment
and new facilities, but, by holding the railroads' rate of return to a
meager 2.46 percent last year, this deficit has made it increasingly
difficult for railroads to attract the kind of dollar support they need
from the financial community.
Some may try to justify what amounts to a moratorium on train

discontinuances in the name of "public service." But is a service really
a public service when less than 2 percent of the public wants it, needs
it, or uses it? Instead, does it not become a private service—and a
very expensive private service—that the other 98 percent must support
in the prices they pay for the goods they buy?
Under present circumstances, it is a service the railroads, the

shippers, and the public itself can ill afford.
Gentlemen, I thank you for your attention and consideration.
Mr. Chairman, I have a small booklet here put out by the associa-

tion called "The Case of the Vanishin,Q. Passenger Train," which I
would like to ask you to put in the file of this hearing.



154

Mr. FRIEDEL. If there is no objection, it will be so ordered.
Mr. GOODFELLOW. Thank you very much for your attention.
Mr. FRIEDEL. I want to thank you, Mr. Goodfellow, for a very brief

statement.
We are pleased to have our chairman of the full committee here

this morning, Mr. Staggers, and I would like to call on Mr. Staggers,
if you have any questions.
Mr. STAGGERS. No; I have no questions. I, too, would like to thank

you for coming and giving us the benefit of your views. I have no
questions, thank you Mr. Chairman.
Mr. FRIEDEL. Mr. ii7.atson ?
Mr. WATSON. Mr. Chairman may I defer to my colleague and

perhaps I will have a question later.
Mr. FRIEDEL. Mr. Kuykendall ?
Mr. KITYKENDALL. Welcome, Mr. Goodfellow. You know, this has

been one of the really troubling problems that in my short tenure
we have faced here. We all sort of recognize the fact that we cannot
ask any American enterprise to consistently, and over a long period
of time, lose money. I think this is the thing that I recognize and
admit openly. And the second thing is a look at the future, which you
mentioned in your testimony, toward the probability that there are
heavily populated areas where ground transportation is going to be
reintroduced, hopefully on a very broad scale.
Now I believe on two other occasions the testimony will show, or my

question will show, that I have registered my only great concern in
this field, and I would like to have your comments on it. A nationalized
or government-owned railroad system is something that I look upon
with total askance, and for this reason I am going to ask you this
question:
Do you not think there is a possibility that by the time a decade or

decade and a half passes, where the need for high-speed ground trans-
portation in the Great Lakes area, west coast area, areas like that of
Fort Worth, Dallas and Houston areas probably along the Houston-
New Orleans corridor, and the northeast corridor, that you speak of,
just to mention those—what about the danger, Mr. Goodfellow, of the
railroads as we know them, having lost the passenger-carrying capabil-
ity just about the time it is to be needed again? This bothers me.
Mr. GOODFELLOW. I do not think that we will have lost it, Mr. Kuy-

kendall. We are improving our railroads all of the time. As you know,
one of our railroads has a freight train now that they claim runs faster
than the passenger train did.
Mr. KITYKENDALL. I have heard some of the passengers complain

about that.
Mr. GOODFELLOW. I know that. But this is elapsed time, this is not

speed. And, of course, a freight train does not have to stop to pick up
food and things like that. So there are no stops. But this is a trend.
And so I cannot believe that 10 years, 20 years from now, we will not
have tracks between these large centers of population that will not be
better tracks than we have today and will, with perhaps small adjust-
ment, be ready for the high-speed service between population centers
in these corridors.
Now as you know, the Pennsylvania, before it became the Penn Cen-

tral, spent a lot of money fixing up their railroad in anticipation of the

31,

so-
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new cars. The very fact that the new cars are not ready to run yet and
have had so many bugs to get out of them proves the point that our
present equipment is not good enough for the kind of service we are
going to need in the future. And so I think, when we find the need for
the corridor traffic between the very high density population centers,
we will have the railroad.
All we will have to do is adjust for the new equipment that we will

build at that time.
Mr. KIJYKENDALL. Let me ask you an opinion here. Since the high-

speed ground transportation is something that we are studying on this
committee at this moment, we just passed out a bill, but that is not
going to be the end of it, we know. I can see, as long as the present
roadbeds are used or as long it is compatible to use this sophisticated_
new equipment that is coming on the new roadbeds, I can see the hold
should be pretty firm. However, I think you will agree that one of the
things that we are going to learn from the test on the corridor is
whether or not the pounding of the extremely heavy freight operation
on the roadbed will ever allow that same roadbed to be used satisfac-
torily for high-speed ground transportation. The question of what is
going to happen if we branch off into a slightly different method of
ground transportation for passengers, whether or not your industry
is going to be ready for it, this really is my concern. As long as it is on
the same roadbed I can see it is going to be yours. But I am wondering
if it is going to be on the same roadbed.
Mr. GOODFELLOW. I have no crystal ball to tell. I worked on one of

the committees for the high-speed transportation and we know, we
spoke not of tracks but guideways, and we talk of 300 miles an hour
and we were not going to have windows in the train and all that kind
of thing. You may use the railroad right-of-way but not the railroad
tracks. But this is something that we will have to come to, and I can
speak from years of experience in the maintenance of way depart-
ment. Our roadbed would be ready to run trains as fast as we can get
their equipment to run them on conventional rails.
Mr. KI7YEENDALL. I want to go on record here making it clear when

the time comes, when we have a 200-mile-an-hour vehicle running, I
still want our privately owned railroad industry running it, and I
challenge you to be ready to run it.
Mr. GOODFELLOW. We will be ready.
Mr. FRrEDEL. Mr. Ronan?
Mr. RONAN. No questions.
Mr. FRIEDEL. Mr. Watson?
Mr. WATSON. Thank you, Mr. Chairman.
Mr. Goodfellow, as I understand your position, you will go along

with this study but you really do not think it will be very productive.
Is that basically your position?
Mr. GOODFELLOW. We are not prejudging the study at all. We cer-

tainly go along with the study, but what we do not want to do is hold
up any railroad from taking off a train that the public has deserted
and is costing that railroada tremendous amount of money to run for
no purpose. These are the things that are in this bill.
Mr. WATSON. Basically your position is the same as that taken by the

Department of Transportation. But, they do not want any moratorium
established on the discontinuance of the passenger trains.
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I remember when I served in the local general assembly in South
Carolina, this was quite a problem. That is when any railroad pro-
posed the discontinuance of a train. And we had these petitions filed
with us, with the Public Service Commission in opposition to the dis-
continuance. And, as I recall, in really checking one of those petitions,
most of them originated with the employees rather than with pas-
sengers who wanted the continuance of the service. Has that been your
experience, sir?
Mr. GOODFELLOW. I would say the protestants have come, in my ex-

perience, mostly from civic people who have a certain amount of civic
pride. I agree with you that very seldom do we get any protests from
passengers, because, well, you can't get protests from somebody that is
nonexistent.
Mr. 'WATSON. Obviously, since the passenger business is a losing

proposition I assume that you are enlarging upon your freight and
other activities, modernizing it and making it more sophisticated, to
be more competitive and so forth. Aren't you trying as best you can
to absorb the employees that are losing jobs as a result of the discon-
tinuance of passenger trains into your other service?
Mr. GOODFELLOW. It is rather hard for me to make a generalization

in this, but I have not heard of very many people that have been laid
off because passenger trains were taken off. Most of our railroads are
looking for train people, and in short most of these people have been
able to find jobs.
I agree this is a generalization and there may have been some

people laid off, but I don't think very many when passenger trains
came off.
Mr. WATSON. Thank you very much.
Mr. FRIEDEL. I want to thank you, Mr. Goodfellow. I just have one

observation.
When we have high-speed ground transportation, we will provide

for parking areas near the terminal. And I always go back to the
shopping centers, and I think the greatest success was for the shop-
ping centers to have proper parking and enough parking. I have no-
ticed the airports have increased their parking facilities, too, and I
hope the railroads in the future, while they are planning to recapture
the passengers, that they have in their plans more parking space right
there at the railroad station.
Mr. GOODFELLOW. You are completely right, Mr.- Chairman, I am

sure they are going to do that.
Mr. FRIEDEL. Thank you.
Our next witness will be Mr. William M. Moloney, general counsel,

Association of American Railroads.
Do you have a prepared statement?

STATEMENT OF WILLIAM M. MOLONEY, GENERAL COUNSEL,
- ASSOCIATION OF AMERICAN RAILROADS

Mr. MOLONEY. Yes, I do have, Mr. Chairman, and with your per-
mission I would ask that my prepared statement be incorporated and
printed in the record and I will endeavor to summarize or to highlight
it in the course of my remarks.
Mr. FRIEDEL. If there is no objection, it is so ordered.
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Mr. MOLONEY. My name is William M. Moloney. I am general coun-
sel of the Association of American Railroads, and I appear here on
behalf of that association in opposition to H.R. 18212.
As this committee will recall, I have appeared on prior occasions

when the committee was conducting hearing on other bills that would
have amended section 13a of the Interstate Commerce Act. I expressed
at those hearings the opposition of our industry to those bills.
I ask that the members of this committee take note of and refer, if

possible, to my previous testimony.
H.R. 18212, the bill that we are considering today, would provide

for substantial amendment to section 13a of the Interstate Commerce
Act and its provisions would delay and would prolong and would
make more difficult the elimination of unneeded and losing passenger
train service.
It seems to me that this committee should fully appreciate the back-

ground in which section 13a of the Interstate Commerce Act was en-
acted by the Congress in 1958, and possibly some of the statements that
this committee itself or the full committee had to make with respect to
that legislation.
Now, in 1958, this committee and the Congress, were very much

concerned with the economic position of the railroad industry and the
alarmingly low level that that economic position had reached. As a
matter of fact, it was that economic position which in the main gave
rise to the transportation Act of 1958, and section 13a in particular.
If we review the economic position of the railroad industry today and
compare it with that position of 1958, then it seems to me that it is
rather difficult to find any justification for the adoption of the kind
of legislation that we are here considering.
For instance, in 1958, the net railway operating income of the class I

railroads was $762 million. In 1967, the last year for which we have
complete figures, the net railway operating income dropped to $677
million, or a decrease of 11 percent below 1958. In 1966 the net income
of the class I railroads was $601 million, and in 1967 it had dropped to
$554 million, or a decrease of 8 percent.
In 1958 the railroad industry's rate of return on average net prop-

erty investment was 2.76 percent, and in 1967 it fell to 2.45 percent.
Even more important, or rather more significant, is the picture with

respect to net working capital.
In 1958 the net working capital of the class I railroads was $806

million. In 1967 it had fallen to $276 million, which represents only
enough money to meet the cash requirements of operating expenses
and taxes for approximately 11 days.
Just about the time of my previous appearance before this committee

on bills that would amend section 13a, the Interstate Commerce Com-
mission had issued an interim report and had allowed the railroad in-
dustry an interim freight rate increase, the first that had taken place
in a number of years. In its report the Commission made a very signifi-
cant statement, and I would like to quote from that. It is quoted in my
written statement but I would like to repeat it for the benefit of the
committee.
In our judgment, the recent rapid rise in labor costs, accompanied by recent

Increases in prices of railroad materials and supplies, has created a situation
which, in any practical meaning of the word, constitutes an emergency.

96-907----68-11
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Now, it seems to me that the economic situation of the industry, in the
light of the figures that I have given you, and in light of the emergency
to which the Commission referred, is, if anything, worse today than it
was in 1958 when Congress was so greatly alarmed and disturbed and
when the present statute was placed on the books.
In 1958 the passenger service deficit was a substantial contributing

factor to the low economic level of the railroad industry. And this
full committee in its report of the legislation that became the Trans-
portation Act of 1958, said that the passenger end of the business was
not making money and that it was losing a substantial portion of the
money that was produced by the freight operations.
The statement that your committee made then is equally true today,

and as we see it, it will probably continue to increase; that is, the con-
sumption of the freight earnings by the passenger service deficit. I
have set out in my written statement some figures that can be com-
pared.
I started off with the year 1957, that being the year, of course, that

preceded the Transportation Act of 1958. In 1957 the passenger train
deficit was $723 million and consumed 44 percent of the net railway
operating income from freight service.
In 1967, the passenger train service deficit was $485 million and

it consumed 42 percent of the net railway operating income from
freight service. We feel that when you have a situation where two-
fifths of the net railway operating income from freight service is being
consumed by the passenger train service deficit, that this committee,
nor the Congress, nor the railroad industry, nor anyone else would
be justified in having any complacency or adopting any attitude that
we have now reached the limit of reduction in passenger train service
and that the problem has largely been solved. It has not been solved.
The economic situation in the industry today does not justify the im-
position upon that industry of the tremendous burden of the passenger
train service deficit.
I point out also that since 1946, and based upon the Interstate Com-

merce Commission cost allocation formula, our industry has borne a
total passenger train service deficit of $11.5 billion and that this serious
drain on railroad earnings has been and is a major reason for the
railroads' inability to acquire adequate capital funds for the improve-
ment and modernization of its freight services, certainly to the extent
that we would like to improve and modernize them.
I also point out that in 1958 the passenger train service deficit was

$610 million and in 1967, as I have said $485 million. However, since
1962 the passenger service deficit has sharply increased and we esti-
mate that on the present level of passenger train service such deficit for
this year, 1968, will again approach or exceed $600 million.
Now, I do not wish to appear as an alarmist, but I did feel com-

pelled to point out to you gentlemen that there is nothing in the finan-
cial picture of the railroad industry today, as compared to 1958, that
would justify substantial amendment of the law that Congress put on
the books in that year. That on the contrary there is everything in that
economic picture today that points to an increasing need for the pro-
tection of that law. To the extent that any particular passenger train
service may be required by the public convenience and necessity and
will not constitute an undue burden on interstate commerce, the Inter-
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state Commerce Commission today has full power and authority to re-
quire the continued operation of that service. However, as your com-
mittee pointed out in the report that I have referred to, where passen-
ger service cannot be made to pay its own way because of lack of
patronage at reasonable rates, abandonment seems called for.
In 'such a situation, that is, where the passenger service or a partic-

ular passenger service cannot be made to pay its way because of lack of
patronage at reasonable rates, we feel that that service should be eli-
minated and such elimination should not be subjected to delay and
to more diffcult provisions of law that would saddle the railroad with
the continued operation of that losing service. And yet this delay and
difficulty and cost in the elimination of that service is exactly what
H.R. 18212 would bring about.
Many of the provisions of H.R. 18212 are identical or similar to

H.R. 7004, or other bills that this committee has had hearings on and
at which we have testified. And consequently it is impossible for me
to avoid some repetition. I will try to hold it to a minimum in my dis-
cussion of the bill.

Dealing first with the more substantive changes that would be made
in the existing law by the provision of H.R. 18212, I point to the fact
that the present law requires a 30-day notice period of the proposed
discontinuance of a passenger train, interstate passenger train.
Now,the previous bill, H.R. 7004, would have increased that notice

period from 30 days to 40 days. The present bill, 18212, would increase
the notice period from 30 days to 60 days. This doubling of the notice
period, in our opinion, means nothing except further delay in the dis-
position of a train discontinuance case. It is entirely unwarranted and
we have heard nothing presented to this committee by the Interstate
Commerce Commission in support of that particular provision or in
justification of the delay that would take place.
Another provision of H.R. 18212, that is identical with or substan-

tially the same as H.R. 7004 is the one that would authorize the Com-
mission

' 
pending investigation, to require the continued operation of

a train for a period of 7 months, rather than the present 4 months,
and then would provide that the Commission could further require
the train's continued operation for an additional 2 months. The end
result of this, in our opinion, is simply more delay in the disposition
of train discontinuance cases and we think no real support for this
provision has been submitted to the committee.
In my testimony on H.R. 7004, in discussing this feature, I pointed

to the fact that if any extension of time were going to be granted to
the Commission, that certainly it should be confined to what might
be termed the then unheard of case, to wit, a case that the Commis-
sion's witnesses said they might be confronted with at some future
time. An unusual situation.
In his testimony before this committee on H.R. 7004, the then Chair-

man of the Interstate Commerce Commission, Commissioner Tucker,
admitted that the present time requirements are entirely adequate for
the normal case. He did refer, however, to some possible situation that
the Commission might be confronted with in the future as justification
for this particular proposal. But we feel that there has been no justi-
fication of the proposal and that it would be unwise and that it would
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be costly to the railroad industry and it would simply result in fur-
ther delay.
Chairman Tucker at that time did say that it would not be the Com-

mission's intention to take this full 7- and 9-month period to dispose
of the normal case, but it has been our experience with most of the
regulatory authorities that we have to deal with that whatever time
is available will generally be the time that is taken. And we feel sure
that if 9 months are available to the Commission that they in all
likeihood will take 9 months to dispose of a train off proceeding.
I would emphasize again, however, that if any consideration is go-

ing to be given to extension of time, then for heaven's sake let's con-
fine it to instances where the Commission finds a need for more time
and states the facts and the reasons that indicate or show that need.
Another amendment that would be made by H.R. 18212 is that there

would be imposed upon the carrier the burden of proof and findings
required made by the Commission would be changed accordingly. In
my written statement I say that, as far as I am concerned, it seems
to me that I am back on the same old merry-go-round we were on in
the previous hearings before this committee, because a similar provi-
sion with respect to burden of proof is contained in H.R. 7004 and
was the subject of considerable testimony. Former Commissioner
Tucker, who was then Chairman of the Interstate Commerce Commis-
sion, testified that the matter of the burden of proof had presented
no real problems in the Commission's Administration of section 13a,
that the carriers had offered and made available any and all factual
material that the Commission deemed necessary, and which lay within
the possession and control of the carrier. Statements to similar effect
are contained in formal reports of the Interstate Commerce Commis-
sion in train off proceedings. And subsequent to his testimony before
this committee on H.R. 7004, then Chairman Tucker addressed a
letter to the chairman of this committee advising that the Commis-
sion would have no objection to the deletion of the burden-of-proof
provisions of H.R. 7004 and to the Commission finding language that
was contained in that bill. We know of nothing that has transpired
since that time that would make the present proposal of the commis-
sion, which is practically identical with the previous one any more
necessary.
Imposition of the burden of proof upon the carrier would, as I

pointed out in my previous testimony before the committee, and as I
do in the written statement that I now submit, represent a radical de-
parture from the regulatory scheme of things that Congress laid down
in 1958, and I point out the extreme and radical nature of the depar-
ture that would be made.
H.R. 18212 also contains a special provision that for 2 years fol-

lowing its enactment there would apply to the discontinuance of the
4st passenger train operated in either direction between certain
points special provision. Briefly those provisions are that, first, the
jurisdiction of the State regulatory commissions would be preempted
for the 2-year period and the Interstate Commerce Commission would
be vested with exclusive jurisdiction over the discontinuance of the
last passenger train.
Second, the Commission would be required to order the continued

operation of that train for 1 year from the date of the Commission's
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order, unless it found that public convenience and necessity did not
require its continuance, or that continuance of that train would im-
pair the ability of the carrier to meet its common carrier obligations,
considering the overall financial condition of the carrier or carriers
in question.
Third, that the Commission could attach to its orders, in these

last train cases, where they ordered the continued operation of the
train, that they could attach such conditions as they might presume
to be just and reasonable to assure the preservation of a reasonable
level of service for the train required to be continued.
Now, the end result of these provisions with respect to last train

operations would be to make it more difficult to remove such unneeded
and losing train and to authorize the Commission to impose upon the
carrier what might prove to be burdensome and expensive conditions
and to require the Commission to order the train to continue to operate
for 1 year rather than leaving the duration of operation up to 1 year
to the discretion of the Commission based upon the facts and circum-
stances of the case.
We do not think the fact that the train in question is the last train

in any way justifies the imposition to these burdens by law. On the
contrary, we agree with the statement of the full committee in 1958
that where passenger service, and that is, whether it be the first, the
second, third, or last train, where passenger service cannot be made
to pay its way because of lack of patronage at reasonable rates, dis-
continuance seems called for and we think such should be the case
whether or not the train is a last train.
If the train cannot be made to pay its own way because of lack of

patronage at reasonable rates, there should be no sanctity in the fact
that happens to be a last train.
H.R. 18212 would also amend section 13(a)2 of the Interstate Com-

merce Commission by giving to the State regulatory authorities a
7-month period in which to dispose of petitions pending before them,
rather than the 4 months that the present law provides. Here again
we think that no case has been made to you for this provision. I do
not think that there was any particular part of the ICC Chairman's
statement that was directed to this point or that made any justification
for this extension of time. It would simply mean more delay at the
State level in the elimination of unneeded and losing passenger train
service.
Then we come to a provision of H.R. 18212 that I for one have

considerable difficulty understanding, and that is the provision that
where a petition is filed with the Interstate Commerce Commission
under section 13a(2), the discontinuance of the passenger train, and
I presume the handling of the proceeding, would be subject to all of
the provisions of section 13a (1) .
Now, we do not see any necessity for this provision and as I havesaid. I am not sure I understand it.
The reason we see no necessity for it is that under the present law,

where the railroad has gone to the State commission and has either
been denied or the State commission has sat on it for 120 days without
acting, and then the railroad files a petition under section 13a (2)
with the Interstate Commerce Commission, the railroad cannot take
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that train off until the Commission has disposed of that proceeding,
and only then.
In other words, I see no room for this 7 months and an additional

2 months and matters of this kind which we would find in section
13a(1) under H.R. 18212. I find no room for those provisions insofar
as 13a (2) proceedings are concerned.
Why tell the Commission you can order the train to operate for

7 months or an additional 2 months
' 

if the railroad has to operate
the train until the Commission tells the railroad it can quit?
So I begin to wonder, and this may be the case. Is the Commis-

sion's proposal one that would place a time limitation on section
13a (2) proceedings? And if it is then, of course, we would think
it would be a step in the right direction. But for the life of me,
and being very frank with the committee, I don't think that is what
the Commission intended in its proposed legislation. But I am hard
put to reconcile or to interpret and to apply this provision of H.R.
18212 that I have just mentioned that is, the idea that section 13a(2)
petitions will be governed by section 13a (1) .
Now, H.R. 18212 would also, as would have H.R. 7004, add a new

section 13a(3). It would provide that any person adversely affected
or agrieved by an order of the Commission would have the right of
court review, and that such review would be obtained under the
procedures applicable to the review of other orders of the Interstate
Commerce Commission.
As I pointed out previously to this committee, we think it is safe to

assume that if such provision becomes law, that every train off case
would go to court. So we would then be talking about the length of
time that it would be pending before the Commission, which this bill
would greatly extend, then we would be confronted with court review
in every instance. In our opinion, it would be in every instance. And
the further delay—and I pointed out then I see no reason to have any
different view now—that that delay would run for months or a year
or a year and a half or 2 years.
Indeed, yesterday the Chairman of the Interstate Commerce Com-

mission stated that the Commission's present authority, if any, to tell
the railroads how to run passenger train service, had never really been
tested in court. And one reason they were urging this bill was that a
court test would take too long, and I think he referred to a year and a
half or 2 years, and that that was too long a period of time. Yet we
find that this very bill in providing for court review would subject
the individual train off proceeding to that same period of time that
the Commission found to be extremely long in disposing of a jurisdic-
tional matter. We think no case really has been made for it. We are,
as I have said, opposed to this provision as well as others that I have
mentioned.
I also pointed out that the court review provision will, let's say,

take the heat off the local authorities to really do something to solve
their local problems with respect to passenger transportation and pas-
senger trains transportation in particular, because it would simply
mean that the local authority could force the continued operation of
the train, and being able to force the continued operation of the train
would be less likely to bestir itself in seeking a solution.
H.R. 18212 also has a provision about the posting of the notice, and
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it would require that where a train is operated by more than one rail-
road, and one railroad files a notice to discontinue that train, that the
notice must be posted at the depots and facilities and so on of all of the
railroads participating in the operation of that train.
Now, while we appreciate the purpose of this provision in attempt-

ing to give more widespread notice to a proposed discontinuance, we
do think it raises certain serious and difficult problems. The carrier
has no control over the property of the other carrier regardless of
whether the train happens to be a joint operation. What I am trying
to say is that they have no way of forcing access to the properties of
the other carrier. They have no way of policing the posting on the
property of the other carrier. We can envision difficulties in complying
100 percent with this kind of a provision. If it is thought that the
present notice ought to be a little more widespread, in the instance
that I have described, then we think serious consideration should be
given to not making such posting an absolute requirement but that
some terms qualifying the posting requirement should be included.
There are two other amendments that H.R. 18212 would make.

First, an amendment would make it clear that the train operating and
to which the law applies, is a passenger train. Next, an amendment
would make it clear that the Commission had jurisdiction over that
passenger train operating from a point in the United States to a point
in a foreign country. And the last amendment that would be made by
H.R. 18212 is a provision that having posted notice and filed the
notice with the Interstate Commerce Commission, the railroad could
not discontinue the train during that notice period. In other words,
they would have to continue to operate the train until the expiration
of the 30-day notice period. Further, that if the train were taken off
by the carrier prior to the expiration of that notice period, the Com-
mission could order its immediate reinstatement and operation.
Summarizing with respect to H.R. 18212, we feel that no substan-

tial case has been made to your committee justifying the amendments
proposed by this bill. We are opposed to section 1 of H.R. 18212, and
section 3. As far as the study that is called for by H.R. 18212, as Mr.
Goodfellow has stated, we have no objections to such a study, and if
such a study is made it would be our intention to cooperate fully.
We do feel, and I think Mr. Watson pointed out yesterday, the bill

itself calls for the study to be made by the Department of Transporta-
tion and other interested Government agencies, while we feel that the
study should include the cooperation, and as a part of the study the
modes of transportation, rail, highway, and air, and so on should
be an integral part of any such study.
I think, Mr. Chairman, that completes my statement in the main. I

have one or two comments I would like to make about the presentation
of the Interstate Commerce Commission.
They had a map which in substance showed the differences between

the existing passenger train service in 1958, versus 1968, and they men-
tioned cities. The map itself showed only railroads. It didn't show, for
instance, scheduled airlines. It didn't show how many additional
flights you. have between these points. It didn't show the interstate
highway system or new or improved highways that have become avail-
able, and we also feel that there are other statistical data that would
have to be considered in looking at any map and simply saying, well,
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you had so many passenger trains in 1958 between certain points, you
have no passenger service now.
Three towns, for instance, were mentioned: Little Rock, Louisville,

and Memphis. And a point was made that the passenger train service
to Memphis had gone from X to Y and Y meant one service north
and south.
Well, I think it interesting that in 1958 Memphis had 66 flights, air-

line flights into Memphis. In 1968, it had 121 flights. As we have said,
the railroad passenger left the passenger train in preference for other
forms of transportation, and this is a clear indication of it. Other lines
have been certificated to serve Memphis that did not serve Memphis in
1958.
The same story is true in varying degrees with respect to Louisville,

Ky., and with respect to Little Rock.
I thought it also quite significant, for instance, that in the State of

Arkansas in 1958 you had 449,000 automobiles registered. In 1967
you had 696,000, or a 54.8 percent increase in the number of auto-
mobiles registered in the State.
In Kentucky you had a 47.6 percent increase in the number of auto-

mobiles. And in Tennessee you had 52.6 percent increase in the number
of automobiles.
One little aside. Louisville, Ky., for instance, presented an interest-

ing picture at one time, and I think it was about time the industry was
in the passenger train deficit investigation. We had some study made
throughout the country of various points, and I think at that time
Louisville, Ky., was served by some four or five major airlines. We
found that the Louisville & Nashville Railroad in the year, I think,
1954 or 1955—I can't remember exactly—paid in local taxes, munic-
ipal taxes, to the city of Louisville somewhere between $300,000 and
$400,000—possibly more than that. Let's say a quarter of a million dol-
lars to half a million dollars. During that same year the four or five
major airlines that served the city of Louisville paid the sum of $27.50.
And the city was at that time considering the condemnation of Louis-
ville & Nashville Railroad property for further enlargement of the
airport.
I simply point to this as backup for the testimony that you heard

that the passenger deserted the train in preference for the other forms
of transportation.
I think, Mr. Chairman, that completes my statement. I will be glad

to answer any questions.
Thank you.
(Mr. Moloney's prepared statement follows:)

STATEMENT OF WILLIAM M. MOLONEY, GENERAL COUNSEL, ASSOCIATION OF
AMERICAN RAILROADS

My name is William M. Moloney. I am General Counsel of the Association of
American Railroads and I appear here on behalf of that Association in opposi-
tion to H.R. 18212.
In May of 1967 your Committee held hearings on H.R. 7004, H.R. 260, H.R.

519 and H.R. 8939, all bills to amend Section 13a of the Interstate Commerce
Act. I appeared at those hearings and expressed our industry's opposition to
those bills and I ask that the members of this Committee, in its consideration
of H.R. 18212, take note of the testimony I then presented.
H.R. 18212 would substantially amend Section 13a of the Interstate Commerce

Act. Its provisions would delay, prolong and make more difficult the elimination
of unneeded and losing passenger train service. I think it appropriate to call to
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this Committee's attention the circumstances under which Section 13a of the
Interstate Commerce Act was enacted as a part of the Transportation Act of
1958. At that time Congress found the economic position of the railroad industry
to have reached an alarmingly low level.
When, in light of today's situation, one reviews the economic condition of the

railroad industry, a matter with which Congress was so vitally concerned in its
passage of the Transportation Act of 1958, the question immediately arises as
to why any serious consideration should be given to proposed legislation to amend
that Act and that would delay and make more difficult the elimination of un-
needed and losing passenger train service.
May I compare the economic situation of the railroad industry in 1958, with

respect to which this Committee and the Congress was so deeply concerned, to
the industry's present economic situation.
In 1958 the net railway operating income of Class I railroads was $762,296,000.

In 1967 net railway operating income dropped to $677,405,000, a decrease of 11
percent.
In 1958 net income of the Class I railroads was $601,737,000 and in 1967 dropped

to $554,741,000, a decrease of 8 percent.
In 1958 the railroad industry's rate of return on average net property invest-

ment was 2.76 percent and in 1967 it fell to 2.45 percent.
In 1958 the net working capital of Class I railroads was $806,537,000 and in

1967 it had fallen to $276,143,000, which represents only enough money to meet
cash requirements for operating expenses and taxes for approximately 11 days.
In its approval of an interim freight rate increase last year the Interstate

Commerce Commission stated that:
In our judgment, the recent rapid rise in labor costs, accompanied by

recent increases in prices of railroad materials and supplies, has created a
situation which, in any practical meaning of the word, constitutes an
"emergency." (Report of the Interstate Commerce Commission, Ex Parte
No. 256—Increased Freight Rates, 1967, Decided July 31, 1967.)

Thus, the economic situation of the railroad industry today is even more acute
than the situation with which Congress was so greatly concerned in 1958, at
which time it enacted the Transportation Act of 1958, including Section 13a.
A large contributing factor in 1958 was the annual passenger train service

deficit incurred by the railroad industry. Your Committee, in its Report on H.R.
12832 (85th Congress, 2d Session—House Report No. 1922) stated that:

* * * Not only is the passenger end of the business not making money—
it is losing a substantial portion of that produced by freight operations.
(p. 11)

This statement by the Committee is true today.
In 1957, the year before passage of the Transportation Act of 1958, the

passenger train service deficit was $723.7 million and consumed 44 percent of
the net railway operating income from freight service. The passenger train
service deficit for the year 1967 was $485 million and consumed 42 percent of the
net railway operating income from freight service. Certainly, when two-fifths of
the net railway operating income from freight service is today being consumed
by the passenger train service deficit, there is no room for complacency, nor for
any attitude that the passenger train deficit problem has been largely solved and
that it now should be made more difficult and costly to discontinue unneeded and
losing passenger train service.

Since 1946 the passenger train service deficit has totaled the staggering sum of
eleven and one-half billion dollars. This serious and persistent drain on railroad
earnings has been and is a major reason for the railroad's inability to acquire
adequate capital funds for improving and modernizing freight-carrying facilities
which the public needs.
During the last nine years, while Section 13a has been on the statute books

and its remedies available, the passenger train service deficit totaled $3.9 billion
and consumed 36 percent of the total net railway operating income from freight
service during those years.
The passenger service deficit in 1958 was $610,424,000 and in 1967 was, as I

have pointed out, $485,000,000. However, since 1962 the passenger service deficit
has increased sharply and we estimate that on the present level of passenger
train service such deficit for 1968 will again approach $600,000,000.
I do not wish to appear an alarmist but I am compelled to point out to this

Committee that there is nothing in the financial picture of the railroad industry
today, as compared to 1958, that would justify substantial amendment of the law
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that Congress put on the books in that year. On the contrary, there is increasing

need for the protection of that law. To the extent that any particular passenger

train service may be required by public convenience and necessity and will not

constitute an undue burden on interstate commerce, the Interstate Commerce
Commission today has full power and authority to require the continued opera-

tion of such service. However, as your Committee pointed out, in the report to
which I have referred:

Where this passenger service— * * * cannot be made to pay its own way
because of lack of patronage at reasonable rates, abandonment seems called
for. (pp. 11-12)

In such a situation we do not believe that elimination of the unneeded and
losing passenger service should be subjected to delay and made more difficult
of achievement, yet that is precisely what H.R. 18212 would do.
Many of the provisions of H.R. 18212 are identical with or similar to the

provisions of H.R. 7004. Consequently, part of my statement will inevitably be
repetitious of the testimony I previously presented to your Committee.
I will deal first with the more substantive changes in existing law that will be

brought about by H.R. 18212. The present law requires a 30-day notice period of
the proposed discontinuance of an interstate passenger train. H.R. 7004 would
have increased that notice period to 40 days, while H.R. 18212 would increase
it to 60 days. This doubling of the notice period will simply mean further delay
In the disposition of a discontinuance cases and is entirely unwarranted. In the
previous hearing before this Committee no sound reasons were submitted for the
proposed 40 days and certainly no sound reasons have now been presented for a
60-day notice period.

Another provision of H.R. 18212, which is identical with that of H.R. 7004,
would authorize the Commission, pending investigation, to require continued
operation of the train for a period of seven months, rather than the present
four months, and would provide that the Commission may further require the
train's continued operation for an additional two months. The end result of this
would he simply more delay in the disposition of a train discontinuance case.
In his testimony before this Committee the Chairman of the Interstate Com-

merce Commission admitted that present time requirements are entirely ade-
quate for the normal case handled by the Commission. However, he referred to
some possible situation with which the Commission might be confronted at some
future time as the justification for these particular amendments. No real
justification was offered for a general extension of time, as would be provided
by H.R. 7004, or by H.R. 18212. The Chairman did say that the Commission, of
course, would not necessarily take the entire extended period of time to dispose
of the normal case but the general experience of the railroads has been that the
available is the time that will be used. In any event, if more time is to be granted
the Commission such grant should be confined entirely to the unusual case envi-
sioned by the Commission and the additional time should be available only upon
an express finding by the Commission of necessity and a statement of its reasons
therefor.
Another amendment that would be made by H.R. 18212 is that there would

be imposed upon the carrier the burden of proof and the findings required to be
made by the Commission would be changed accordingly. Here, it seems to me,
we are back on the old merry-go-round. A similar provision with respect to the
burden of proof was contained in H.R. 7004 and was the subject matter of con-
siderable testimony. Former Commissioner Tucker, then Chairman of the Inter-
state Commerce Commission, testified that the matter of burden of proof had
presented no real problem in the Commission's administrative Section 13a and
that the carriers had offered and made available any and all factual material
which the Commission deemed necessary and which lay within the possession
or control of the carriers. Statements to similar effect are contained in formal
reports of the Interstate Commerce Commission in train discontinuance cases.
Indeed, subsequent to this testimony on H.R. 7004, Chairman Tucker addressed
a letter to the Chairman of this Committee advising that the Commission would
have no objection to the deletion of the burden-of-proof and Commission-finding
language in that bill. Nothing has transpired since that time that in any way
presents a case for the renewal of this proposal by the Interstate Commerce
Commission.
Imposition of such a burden upon the carrier would represent a radical de-

parture from the regulatory scheme adopted by the Congress in the present
provisions of Section 13a(1) of the Interstate Commerce Act. By the terms of
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that section, Congress confirmed the right of management to make initial deci-
sion that a particular passenger train should be discontinued. The equivalent of
a veto power, however, was placed in the hands of the Commission, so that after
investigation and upon proper finding, the Commission can direct management to
continue to operate the train for a period of one year. After the expiration of that
year the jurisdiction of the state commissions again attaches to any discontinu-
ance of the train, subject only to preemption by again following the provisions of
Section 13a (1). The present regulatory scheme enacted by the Congress has
worked well and no justification exists for the radical departure from that
scheme that would be made by 11.11. 18212.
H.R. 18212 contains a special provision that, for two years following its

enactment, would apply to the discontinuance of the last passenger train oper-
ated in either direction between certain points.

First, the jurisdiction of state regulatory commissions would be preemptedfor two years and the Interstate Commerce Commission would be vested with ex-clusive jurisdiction over the discontinuance of such trains.
Second, the Commission would be required to order the continued operation ofthe train for one year from the date of its order unless it found that public con-venience and necessity did not require its continuance or that continuance of thetrain would impair the ability of the carrier to meet its common carrier respon-

sibilities, considering the over-all financial condition of the carrier or carriersin question.
Third, the Commission could attach to its order requiring continued operation

such conditions as it may presume to be just and reasonable to assure the preser-vation of a reasonable level of service for the train required to be continued.
The end result of these provisions with respect to last train operations would

be to make it more difficult to remove such unneeded and losing train, to au-
thorize the Commission to impose upon the carrier what might prove to be bur-densome conditions and to require the Commission to order the train continued in
operation for one year rather than leaving the duration of operation to the dis-
cretion of the Commission based upon the facts and circumstances of the case.
We do not think that the fact that the train in question is the last train in any
way justifies the imposition of these burdens of law. On the contrary, we agree
with the statement of the House Committee in 1958 that where the passenger
service cannot be made to pay its own way because of lack of patronage at rea-
sonable rates discontinuance seems called for and we think that such should be
the case whether or not the train that cannot be made to pay its own way be-
cause of lack of patronage at reasonable rates is or is not the last train. If the
train cannot be made to pay its own way because of lack of patronage at rea-
sonable rates there should be no sanctity in the last train situation.
H.R. 18212, by its amendment of Section 13a(2) would extend the present four-

months provision to seven months. In other words, the state authority would be
granted an additional three months before the carrier could file notice with the
Interstate Commerce Commission. No case has been presented to you for this
provision and it simply represents further delay in the elimination of unneeded
and losing passenger train operations.

Moreover, H.R. 18212 would provide that, upon the filing with the Interstate
Commerce Commission of a petition under Section 13a(2) the discontinuance
of such passenger train would be subject to all of the provisions of Section
13a(1). We have extreme difficulty in interpreting this provision of H.R. 18212
since a petition filed under Section 13a (2 ) does not in any way lend itself to
handling under the provisions of Section 13a (1). Nor is there any necessity for
the provision of Paragraph (1) to apply to such proceeding for the reason that
the carrier cannot, under Section 13a(2), discontinue the involved train until the
Commission has disposed of the case. However, if the purpose of this provision
of H.R. 18212 is to place a time limitation under which the Commission must act
on petitions filed under Section 13a (2), we would have no fundamental objection.
I should point out that if the Interstate Commerce Commission's jurisdiction
over the last train is to be exclusive, as I have stated, there would be no proceed-
ings before that Commission with respect to such train under Section 13a (2).
H.R. 18212 will, as would have H.R. 7004, add a new Section 13a(3), provid-

ing that any person adversely affected or aggrieved by an order of the Commis-
sion entered after hearing pursuant to subparagraphs (1) or (2) of that Section
might bring suit to obtain judicial review. Under such a provision it can be safely
assumed that in every instance where a train would be discontinued under this
section of the Interstate Commerce Act, and notwithstanding the unneeded and
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losing nature of the particular service being performed, the matter will be taken

to court and it is most likely that the train will continue to operate indefinitely

while the judicial processes are exhausted. Such an amendment is not designed,

as is the present statute, to exert pressures upon public authorities to find solu-

tions for the problem posed by a service allegedly needed by the public but which

cannot be made to pay its way. Indeed, I have the feeling that public authorities,

knowing they could through judicial processes keep the train in operation for an

indefinite period of time, would be much less likely to exert themselves in an

effort to find the needed solution.
H.R. 18212 would also provide that the notice of a proposed discontinuance by

a particular carrier must be posted in every station, depot or other facility served

by the train, including stations, depots or facilities on the property of other car-

riers which share in the operation of said train. While we appreciate the purpose

of this provision In attempting to give more widespread notice of the proposed

discontinuance, it does raise serious problems and difficulties. The noticing car-

rier has no control over the property of another carrier even though the letter

carrier does share in the operation of the train. If such posting requirement is to

be seriously considered it should not be an absolute requirement insofar as the

noticing carrier is concerned and terms qualifying this posting requirement

should be included.
H.R. 18212 would make two further amendments to Section 13a. The first

would amend the section so as to cover a train operating to or from a point in a

foreign country. Assuming that the jurisdiction of the Interstate Commerce

Commission would apply only to that portion of the operation of the train con-

ducted within this country, there would appear no particular objection to this

amendment.
The other and last mentioned amendment would provide that if a carrier, dur-

ing the notice period, discontinued the train the Commission would retain juris-

diction to enter upon an investigation and to require the immediate restoration
or the continuance of operation until expiration of the notice period. We believe
the Commission has today, under the existing law, the authority that would be
provided by this amendment and we deem the amendment wholly unnecessary.
The present law provides that, upon the filing of a notice and during the notice
period, the Commission shall have jurisdiction to enter upon an investigation
and, having done so, to require the continued operation of the train for a period
of four months. It is the duration of the notice period that governs the jurisdic-
tion of the Commission and not the existence of the train operation.
Summarizing with respect to H.R. 18212, we submit that no substantial case

has been made to your Committee justifying the amendments such bill would
make to the present law. The end result of the bill would be to make it more
difficult and costly to eliminate unneeded and losing passenger train service and
to certainly prolong for an indefinite period of time the continuation of such
service. In the meantime, the financial burden upon the railroads would continue
and, in all likelihood, will mount. The railroad industry is strongly opposed to
Section (1) of H.R. 18212 and, for the reasons I have stated, we urge this Com-
mittee to take no action on those proposals.

Section (2) of H.R. 18212 would authorize and direct the Secretary of Trans-
portation, acting in cooperation with the Interstate Commerce Commission and
other interested Federal agencies and departments, to undertake and submit,
within one year after the date of enactment of the bill, a study of the existing
and future potential for intercity railroad passenger service in the United States
to the Committee on Commerce of the Senate and to the Committee on Interstate
and Foreign Commerce of the House of Representatives. The bill enumerates six
particular matters that the Secretary shall consider, among other things, in
making such study. We have no particular objection to such a study and note
that it would include all passenger transportation needs by all modes of pas-
senger transportation. We think that those conducting the study should not be
limited to Federal agencies and departments but should include all modes en-
gaging in the intercity transportation of passengers. If such study should be
undertaken it would be our intent and purpose to fully cooperate. However, I
must emphasize, as did Mr. Goodfellow, that the proposal of such a study or even
the conducting of such a study should not be made the occasion or the vehicle for
restrictive or burdensome statutory provisions that would make it more difficult
or costly to eliminate unneeded and losing passenger train services.
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Mr. FRIEDEL. I want to thank you, Mr. Moloney, for your real thor-
ough explanation of the bill.
Can you tell the committee, since we passed the Transportation Act

in 1958, what has been the attitude of the ICC as far as cooperation
for discontinuance of service? In other words, how many applica-
tions were made and how many were denied?
Mr. MOLONEY. I gave figures of that in my previous testimony. Let's

not talk about notices or petitions but numbers of trains.
Mr. FRIEDEL. What I want to know is the spirit of cooperation of

the ICC with the railroads, when they asked for discontinuance.
Mr. MOLONEY. I think the Interstate Commerce Commission has

done a fine job in the administration of section 13a, if that answers
your question. And I think it has done a fine job, both from the stand-
point of the railroad and from the standpoint of the public. And I was
about to point out, for instance, that in the number of trains, I think
the figures were given you in my previous testimony, they required just
about as many to continue to operate as they have permitted to come
off.
Mr. FRIEDEL. Now, turning to the bill on page 4—not your state-

ment—of the bill.
Mr. MOLONEY. Page 4 of the bill?
Mr. FRIEDEL. Yes, lines 5 and 12. You interpret as requiring an order

by the ICC before a train could come off, just as an order is required
to keep it running?
Mr. MOLONEY. Yes, sir.
Mr. FRIEDEL. Thank you very much.
Mr. Ronan?
Mr. RONAN. No questions.
Mr. FRIEDEL. Mr. Devine?
Mr. DEVINE. No questions.
MT. FRIEDEL. Mr. Adams?
Mr. ADAMS. Mr. Moloney, I noticed that in your 
Mr. FRIEDEL. Pardon me one second.
Mr. ADAMS. It was reported last night in the Star that your operat-

ing revenues are the highest this year of any year in history, that you
are up to $10.7 billion as compared with $10.4 million in 1967, which
indicates that you have a steadily increasing revenue picture.
Now, according to the testimony of Mr. Goodfellow, who testified

just before you, stated that the number of trains had dropped since
1958 from 1,448 passenger trains and a deficit of $610 million, to last
year when there was a deficit of $485 million, with 590 intercity pas-
senger trains
Now, we have cut in half the number of passenger trains and your

revenues are going up. What is your explanation for why your net pro-
fits are going down? It doesn't seem to me it can be in the passenger
train area that is causing you the problem.
Mr. MOLONEY. The first, the figures that you have mentioned, Mr.

Adams, are gross revenue figures, and they are neither net railway
income figures 
Mr. ADAMS. I didn't say that. I said that your revenues are up. You

have cut the number of passenger trains in half. So that you are not
increasing your passenger train deficit and yet you are remaining
where you are in amount of loss. And so it seems to me that your net
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profit picture and your earnings are not caused by the passenger train
problem but by something else.
Mr. MOLONEY. Well, when you say that we have reduced the pas-

senger train service deficit, you say 
Mr. ADAMS. I say you decreased the number of trains. You cut them

in half.
Mr. MOLONEY. What I have tried to point out, and what Mr. Good-

fellow has tried to point out, was even with the reduction of the trains
that you have mentioned, that our deficit has been on the increase al-
most constantly since 1962, and that it was expected that in this year
to exceed $600 million.
Mr. ADAMS. What I am saying to you, you are cutting the trains in

half. You only have half as many and yet you are maintaining your
passenger train deficit, according to your testimony, and Mr. Good-
fellow's, as remaining the same as it was in 1958, which indicates to
me there may be some truth in Mr. Messer's statement, when he made
the investigation for the ICC, that you are in your accounting prac-
tices shifting your losses to the passenger train operation by putting a
larger portion of your fixed costs against that operation than should
be allocated to it.
Mr. MOLONEY. Mr. Adams, while you reduce your operations, and

while you reduce the number of employees, while your cost of mate-
rials, supplies, and labor continues to mount, depending on how much
they mount, you can cut in half and still wind up with more cost.
Mr. ADAMS. This is what I am pointing out, that your deficit prob-

lem is not coming from your passenger train operation but from some-
thing else, because you have reduced your passenger trains in half.
According to your figures you might reduce the passenger trains in
half again and still run the same deficit. So what we are asking you is,
what is happening with your deficits, because they must not be di-
rectly tied to your passenger train operation.
Mr. KUYKENDALL. Will the gentleman yield for a question?
Mr. ADAMS. Yes.
Mr. KUYKENDALL. If you had half as many passenger trains operat-

ing and there were half as many passengers per train as previously,
you would be in the same place you were when you started out.
Mr. ADAMS. No, no.
Mr. KUYKENDALL. Sure you would. In other words, if your train was

operating at 10 percent of capacity, let's say, when we started out in
1958, and you cut them in half, in two, but the half are only operating
at 5 percent of capacity, you would end up with not half as many
passengers but one-fourth as many passengers and be back where you
started from is this not correct?
Mr. MOLONEY. Are you asking me?
Mr. KUYKENDALL. Anybody who wants to answer.
Mr. MOLONEY. I was waiting for Mr. Adams.
Mr. ADAMS. I do want to pursue this with Mr. Moloney and I will

answer Mr. Kuykendall. You have reduced the number of trains in
half and your revenues are going up. The revenues have gone up in
your total system. If you take as a flat fact that half as many trains
should cost approximately half as much, and you have revenues stay-
ing where they are or going up in your total system, then the number
of passengers being carried makes no difference at all because the

11.
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number of passengers would only affect revenues so you would have
a net gain in terms of your operating profit because your total gross
profit has gone up and the number of trains have been cut in half,
therefore, your costs should go down in half, so you should have an
increase in net profit if the thing you are telling us about section 13a
is true. You want this section to get rid of the passenger trains and
thus improve your position, if 13a has let you discontinue half of them
and yet you tell us your position has not improved, then the section
hasn't done much.
Mr. MOLONEY. Our revenues passengerwise have not gone up.
Mr. ADAMS. I am sure they have not. I am sure they must have gone

down.
Mr. MoLormy. And our costs have gone up 
Mr. ADAMS. Why would your costs go up, if we have done what you

wanted us to do, which was to get rid of half the passenger trains?
Mr. MOLONEY. What I have tried to describe to you, while you may

reduce the size of your operation, and let's say it can be any operation,
while you may reduce the size of your operation, if the cost of the
operations that remain have gone up, then you are not going to get
all of the benefit of this reduction. As a matter of fact, in the instance
that we are talking about, the statistics show that the cost of operating
the passenger train services that exist today are going to exceed last
year's deficit.
Mr. ADAMS. And that is what I asked you first, Mr. Moloney, how

can this be true, unless you are shifting over in your accounting prac-
tices a greater and greater percentage of your overall cost to the pas-
senger train operation, because if you have only half as many left and
you are still saying you are losing the same amount of money, then
the system you are asking us to set up to allow you to discontinue them
is not working.
Mr. MOLONEY. Perhaps I did not understand the question. Are you

asking me about the cost allocation formula that is used?
Mr. ADAMS. Yes that has been the explanation that was given by

one man in making a decision—this was Messer in his ICC examina-
tion. I believe it was the Santa Fe case. He said that the reason this
is happening is that the railroads are allocating greater and greater
portions of their cost accounting to the passenger train operation
which makes the passenger train operation look bad, and I am asking
you if he is wrong? What is the explanation for the fact that you get
rid of half of the passenger trains and yet you just tell me the cost
of running what is left is as much as when you had the full 1,448
running?
Mr. MOLONEY. I don't know the basis for the examiner's statement

that you have just referred to. I can tell you that as far as the alloca-
tion formula of the Interstate Commerce Commission is concerned,
the railroads are following that same formula that has been in exist-
ence for years and they are allocating what is called for by that
formula.
Now, some people have criticized that formula and some people say,

as apparently the examiner does, that this passenger train service difi-
cit is exaggerated. I have two answers for that. One of them is how
much do you want to say it is exaggerated? How much do you want
to discount it?
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I have shown you since 1946 the railroads under that formula have
lost $11 billion. Do you want to say that the formula is 10-percent
wrong? It is 20-percent wrong? Or do you want to say it is 50 percent?
Mr. ADAMS. What I want you to answer me is, since 1958, when we

passed this statute, because the railroads said we want to get the pas-
senger business knocked down, in other words, it is costing us money,
so this formula went in and half the passenger trains are gone and
there are more being taken off all the time, but you indicate that this
does not help you. In other words, you are losing as much with half
as you did with the whole.
Mr. MOLONEY. No.
Mr. ADAMS. What was said about it?
Mr. MOLONEY. We do not-
Mr. ADAMS. I want you to explain this to me. Let us say you have

four passenger trains running and you have 15 freight trains, and
you allocate to the passenger trains a percentage of your fixed costs,
your rails, your men repairing the line, your stations and so on. Now,
if you are now still allocating to the two trains that are left the same
amount or proportionate share of your fixed costs as you were origi-
nally, then obviously you are making the passenger train operation
look worse than it is in terms of total loss, and yet you have improved
your position in terms of the fact that you are only running two
trains instead of four. That is what I am asking you. What are you
doing?
Mr. MOLONEY. We have not said this was no help to us. As a matter

of fact, as Mr. Goodfellow pointed out, if we were running the same
level of passenger train service today that we ran in 1957, the year
before section 13a was put on the books, if we were running that same
level of passenger train service today, our deficit would be $1.,5 billion
and would exceed the total net railway operating income from freight.
So we certainly say yes, we have benefited financially in a sense of the
word of cutting down and getting rid of this losing service and un-
needed service.
Mr. ADAMS. All right, I have one other question. There are two

concepts that run through the controversy that goes through this. One
is what I refer to as the Phoenix-bird concept, which apparently you
adopt, and so do some members of the Department of Transportation,
which is to say that the thing is so bad we should let it go down to
ashes and so you have nothing and maybe then something will grow up
out of the ashes. The other alternative is to try to keep something alive
so our people can travel with the hope that this service can be im-
proved. The reason I ask you about this is according to the testimony
we had about a year ago on the airlines, only about 5 to 10 percent
of our people travel on the airlines. We found this out because the
question was whether or not the airlines shutting down was such an
emergency that the country couldn't live with it, and everybody agreed
5 to 10 percent were all that traveled by air. You say 2 percent are
all that are traveling on the railroad. I want to know what public
modes of transportation then are the bulk of our people going to
travel on? Are you going to put them all in individual automobiles?
Mr. MOLONEY. The bulk of the people are not in the airlines figures

that you have given me, nor in the railroad figures.
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Mr. ADAMS. That would be about 12 percent of our people, at the
most.
Mr. MOLONEY. Then you can throw the buses in there for another

2 percent or so. Then the remaining people that go intercity go in
private automobiles.
Mr. AbAMS. This is what I asked a gentleman supporting the De-

partment of Transportation position yesterday. With the trend in
this country tilting from 90-10 rural or out-city population, to a
90-10 city operation—and this trend has accelerated in New York
City and some of the other cities to the point now where you can't
get into them with a private car—what are you going to do with all
these cars trying to get them in and out of the city as our population
continues to grow? What is your solution as the spokesman for the
American Railroad Association?
Mr. MOLONEY. I think Mr. Goodfellow in his testimony just before

I took the stand referred to these corridors, heavily traveled corridors,
and in substance said that maybe the solution will lie in ground trans-
portation, such as the experiment they are trying to get started be-
tween Washington and New York and between New York and Boston.
But you are not talking about the same kind of rail transportation
that we are talking about, intercity in the United States today, and
you are not going to maintain that by running the type of equipment
and type of service and so on. It must be something entirely different.
And it is. If these tests go through, it is going to be something en-
tirely different.
Mr. ADAMS. Thank you, Mr. Chairman.
Mr. FRIEDEL. Mr. Watson?
Mr. WATSON. Thank you, Mr. Chairman.
I assume, as we look at this cost picture a little bit, Mr. Moloney,

and incidentally, you have appeared before this committee before and
it is rather odd that you have to introduce yourself. You were up here
on the barge bill and the water carriers bill and the railroad safety bill
and now this bill and perhaps others.
Now, insofar as the cost figures on passenger train services are con-

cerned, I assume as your revenues are declining in that field, with the
diminishing number of passengers, that your costs of operations have
increased as you have tried to glamorize the situation and as you have
put a little more sophisticated equipment on the line. Additionally, I
should assume that it would require considerable more personnel for
passenger service than it would to handle freight. Is that not a fair
statement? I don't know. I don't want to put words in your mouth.
But I am trying to think this picture through as it was presented by
Mr. Adams.
Mr. MOLONEY. I think that is a true statement.
Mr. WATSON. So while your revenues have declined actually on the

remaining passenger trains, your costs of operations are up a great deal
over the 1958 figures?
Mr. MOLONEY. Yes, sir; and that would be true even if you had the

same number of employees in the passenger train service and are still
using the same materials and still using the same equipment, because
your costs of materials and supplies and fuel and labor have, as we
know, constantly gone up.
Mr. WATSON. All right, sir. One thing I think would be well to re-

96-907-68----12
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member, the ICC has the authority to require the continuance of any
passenger train, whether it be the last train or not, if they determine 

ithat it s in the need of public convenience and necessity and that it
will not constitute an undue burden on interstate commerce? They
have that authority now, do they not?
Mr. MOLONEY. Yes.
Mr. WATSON. Now, we are talking about the deficit. I know some of

the proponents of this measure contend you are a monopoly, and so
as a consequence you have some burdens with your monopolistic pro-
tection and so forth.
If you are a monopoly, it relates to the fact that only a train can

operate on a track. You have competition on the interstate highways
running along beside you and on the airways over you. You have com-
petition, I assume. Apparently your financial picture looks as if you
have had some competition.
Mr. MOLONEY. Very definitely. I would say this, Mr. Watson, as far

as passenger train service is concerned, the only monopoly we have is
one on bankruptcy. And that is not too attractive a monopoly.
Mr. WATSON. I can understand and agree with you on that. That is

an unwelcome monopoly. After all, the train can only operate on the
tracks, although as a boy we tried to operate automobiles on a railroad
track.
Now, should we pass this legislation, would it not cause a carrier

to hesitate in applying for a discontinuance of the last train operation?
Now, parenthetically, I ask that question for this reason. Under this

legislation the ICC can attach such terms and conditions as it deems
wise
' 

including additional personnel, equipment, and all of that.
Would not a carrier perhaps hesistate because you might end up ag-
gravating your financial situation since the ICC would require you to
take some additional steps which may make it even more of a losing
proposition?
Mr. MOLONEY. That is correct. As long as the power to attach con-

ditions remains or is there, then you are correct in saying that I may
well have been worse off, I may well be worse off by having tried to
get rid of the train because I wind up being ordered to continue to
operate the train but the train turns out to be something quite differ-
ent than what I am operating today and much more expensive.
Mr. WATSON. And finally your basic position is that more or less

of the Department of Transportation, Mr. Lang. As I understand, no
moratorium should be declared so far as any of these last trains are
concerned. Let them continue to be decided on the basis of public con-
venience and necessity and not constituting an undue burden on inter-
state commerce, and let them be decided in accordance with the pro-
visions of section 13a as we have since 1958?
Mr. MOLONEY. Yes, sir.
Mr. WATSON. And you will go along with the study but reserving

your right in that regard and hoping that any study will include
recommendations, if not actual participation, by the industry?
Mr. MOLONEY. Yes, sir.
Mr. WATSON. Thank you, sir.
Mr. FRIEDEL. Mr. Kuykendall ?
Mr. K U YKENDALL. Welcome to the committee, Mr. Moloney. Any-

body who thinks that the railroads or any other mode of transporta-



175

tion has a monopoly on transportation ought to sit on this subcom-
mittee and they will find out that it is quite different.
I have only one question that will take a moment to develop,

however.
I would like for you to outline the general practice and if the

Association of American Railroads has a policy, I would like for you
to tell us what the policy is and compare it with the practice that is
suggested in this legislation, if it is different, as regards the disposi-
tion of the existing crewmembers on existing passenger trains when
they are discontinued?
Mr. MOLONEY. Well, at the present moment, I think, as Mr. Good-

fellow said, we don't know of any substantial number of employees
that have lost jobs or have been put out of work as a result of the dis-
continuance of a passenger train or the discontinuance of passenger
trains.
On the contrary, as Mr. Goodfellow pointed out, the industry today

is looking for qualified employees, and I know some railroads, for in-
stance, that have had to cancel scheduled freight train runs because
they did not have the qualified personnel.
Mr. KIJYKENDALL. If I may interrupt there a moment, what would

be, if there is not an overall practice by the AAR, what would be the
typical practice—I mean officially when it comes to the disposition of
the specific crewmembers of a specific discontinued railroad, what do
you do with them?
Mr. MOLONEY. On the passenger train discontinuance?
Mr. KITYKENDALL. Yes. I am asking you to give a typical case.
Mr. MOLONEY. I am not sure I can answer that question. I say that

for this reason. It is my understanding that on some railroads, as a re-
sult, for instance, of mergers and consolidations, that there are in ex-
istence what are known as attrition agreements, and the attrition
agreement would apply in this instance. This is what I am told. As I
said, I cannot speak with knowledge in this area. But in practically
every instance, as I have said, we find little real impact on railroad
labor in the train discontinuance, passenger train discontinuance area.
I personally have this feeling, to the extent that the governmental

policies of highways and airways and so on have made the passenger
train outmoded, to the extent that the Government itself has placed by
those policies railroad passenger train service in the position that it is
in, and I am not arguing with those policies, progress, if you wish to
term it that, but if that is the fundamental cause of this situation, and
if the Government itself has created the atmosphere that brings about
this impact, then I for one feel it is somewhat asking me to go a long
way to protect the man who is hurt by that Government policy. Yet
that is exactly what has happened, as we know it. The promotional
activities, and I am not arguing against it. In fact, we are going to
see them grow.
Mr. 1(171-KENDALL. Let me say one short statement in closing, I hope

that the time doesn't come that I have to agree with you on this last
statement, that the Government has this much influence over progress
in this country. I think the demise of the passenger train has been a,
part of the growth and technology of this country and has been a cas-
ualty of it and I would hate to think that the Government has done
that much.
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Thank you, Mr. Chairman.
Mr. FRIEDEL. We thank you very much, Mr. Moloney.
We have one of our colleagues here from the State of New Jersey,

the Honorable William T. Cahill, a Congressman representing the
Sixth District of New Jersey.

STATEMENT OF HON. WILLIAM T. CAHILL, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEW JERSEY

Mr. CAHILL. Thank you, Mr. Chairman, and members of the com-
mittee, I realize the demand on your time and shall try to be very brief.
As you probably know, coming from the State of New Jersey, I do

have a great personal interest in the services that are required by the
citizens of our various States by the railroads.
I thought, too, I might be contributing something from a personal

experience since I guess I travel back and forth to my district more
frequently than perhaps most Members of the Congress. I use all forms
of transportation and, therefore, have had experience with all of them.
I have used the railroads, airlines, buses, and automobiles. And I think
that this committee is to be commended on the direction that it is
taking in considering this legislation to authorize this study.
I doubt, Mr. Chairman, that there is any State in the Nation that

has a greater interest in this bill than New Jersey. It is the most urban
and densely populated State. It is the most-traveled corridor of inter-
state commerce in the United States. The volume of traffic between
New Jersey and Pennsylvania is the highest in the Nation. The volume
between New Jersey and New York is the second highest.
While much of this volume reflects the flow of suburban commuters

to urban job centers, a staggering amount of traffic is generated by
long-distance interregional commerce and transportation. The paraly-
sis of New Jersey's metropolitan areas which occurs twice daily sub-
stantiates the claim of the New Jersey Commissioner of Highways
that "It is impossible in this day and age to build sufficient highways
to carry all of the State's traffic load." In short, in most of New Jersey,
the traffic situation would be hopeless without rail commuter service.
I have thus become concerned by the fact that Federal law and

Federal policy on rail passenger operations generally center on the
discontinuance and not the promotion of such service. Under the pres-
ent regulatory structure, it is clear that rail carriers have little, if any,
responsibility for providing passenger service. It is equally clear that
the consequences of this lack of regulatory jurisdiction have been:
(1) Widespread discontinuance of passenger services, particularly

intercity facilities
(2) Railroad investment in new and modern equipment has prac-

tically ceased
(3) The quality of service has deteriorated to the point where it

has been asked by the press whether there is any Federal jurisdiction
to insist "that railroads have passenger service in cars that would
presently draw SPCA protests if they were used to transport cattle."
While I recognize that passenger service has not been profitable to

rail carriers in recent years, I am convinced that railroads constitute
a unique industry and that their responsibility to the public cannot be
determmed by an itemized profit and loss balance sheet.
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In view of overall industry profits, I cannot agree with railroad
carriers that the public must establish its own passenger services and
that railroads have no obligation to provide passenger services.
In New Jersey, as in many other States, such callous rejection of the

public interest has had critical and adverse impact. Apart from almost
interminable delays during peak hours, the discontinuance of frag-
mentation of passenger routes has imposed discomfort, inconvenience,
higher fares and outright economic loss on the commuting public.
In my opinion, an equitable sharing of the necessary financial burden

between the commuter public, the railroad industry, and the State and
Federal Governments is called for.
I am thus encouraged by section 2, paragraph 4, of this legislation

which directs the Secretary of Transportation to examine the ability
of both private and governmental sources to financially contribute to
the needs of passenger service programs.
I would also urge this subcommittee, Mr. Chairman, to specify that

the proposed investigation will include an examination of the poten-
tial benefits to be derived from modernization and reequipment of
commuter lines.
In my judgment, such as investment in improved comfort facilities,

standardization of platforms and station ticket validation facilities,
high-speed electric cars, interconnected routes, improved track and
signal changes, elimination of grade crossings, improved commuter
parking facilities, can do much to reduce operating deficits and to pro-
vide improved commuter services. Certainly their advantages and
costs should be weighed and probed by this study.
In conclusion, I would commend the supporters of this bill for their

recognition of the tremendous potential that improved railroad com-
muter service holds for both urban and suburban areas. The substan-
tive restrictions on the withdrawal of commuter services by the indus-
try are also encouraging to me. Hopefully, they will lead to a flexible
Federal policy which will equitably equate the critical public need for
rail passenger services with the carriers' capability and responsibility
to provide these essential facilities.
In my judgment, the provisions of the present bill which extend

the period of Interstate Commerce Commission consideration of dis-
continuance from 4 to 7 months and authorize the Commission top require continuance of service for an additional 2 months, if necessary
to complete investigation, and (2) require railroads to affirmatively
demonstrate that public convenience and necessity permit discontinu-
ation, are important steps in this direction.
May I just say, having listened to the testimony, that I think the

question asked by Mr. Adams is a question that goes to the very heart
of this problem, especially in the areas of the country from whence
I come, and that is how are we going to solve the problem of getting
the man in and out of the big city. And today I know that all of
you have frequently visited such areas as Philadelphia, and New
York, and Newark, and I for one am always troubled as I am caught
in a traffic jam as to what really would occur if there were a disaster,
a fire, or some catastrophe within the heart of that city. It would be
impossible to get the emergency equipment in and about the city.
The time is rapidly approaching, in my judgment, in these areas

when we are going to have to find some way of keeping the people
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out of the automobile. What the answer to it is, of course, I don't
know.
I realize the railroads have their problems, but I do think from

my personal experience, if I may relate that for a second, my personal
experience has been in the field of passenger service there has been
a complete lack of imagination; there has been a complete lack of
interest in modernizing; there has been a complete lack of interest in
trying to attract the passenger to the railroad.
I personally would prefer myself to go from Philadelphia to Wash-

ington by rail. This would be the easier way for me to do it. The
trains are always on time. They are not like the airlines where you
have to hang around a terminal. They could be and should be, in my
judgment, the most comfortable and the quickest and the most feasible
and most economical means for my going back and forth from
Philadelphia to Washington. Regretfully they are not so.
Mr. Chairman, thank you very much for this opportunity. I com-

mend the committee for conducting these hearings and I hope that
this study will produce some affirmative and constructive courses of
action for all of us to follow.
Mr. FRIEDEL. We want to thank you. It is always nice to hear from

one of our colleagues.
Mr. WATSON. May I ask one question? How far do you live from

here?
Mr. CAHILL. 140 miles.
Mr. WATSON. Certainly you can tell your constituents and others

that this committee reported out a bill. I am sure you gave it your full
support. The Government is spending many millions of dollars now in
developing the rapid transit system up in your immediate area. Addi-
tionally, as I recall from the hearings at that time, and I am not de-
fending any industry here, but Penn Central, as I recall, Mr. Chair-
man, had invested over $100 million in the development of that par-
ticular system. So you have done a good job.
Mr. CAHILL. My constituents are asking me

' 
however, why in spite

of that is it still taking us as long to go from Philadelphia to Wash-
ington as it did 10 years ago, and why are we still riding in the same
kind of coaches that we did 20 years ago.
Mr. FRIEDEL. It is not in operation yet.
Mr. CAHILL. No, that is right. But you see this is what the public

wants. They want it in operation.
Mr. WATSON. They are working on it now.
Mr. CAHILL. We read some very discouraging reports, Mr. Watson,

in the press. They may not be authentic but we are having all kinds
of problems mechanically and otherwise which are going to postpone
the operation of this for some period of time and my constituents are
not satisfied.
Mr. WATSON. Well, to be sure, it would be difficult to satisfy every-

one, as you and I well know in this business, and I am sure in any other
business. But certainly it takes a little time.
I state to my colleague in all respects if you don't take rare of the

grade crossings and everything else you will have people killed by the
hundreds and they will be upset about the situation. I think in the
Northeast Corridor the Government is investing a lot of money. It
won't be of any particular benefit down our way.
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Mr. CAHILL. We think very respectfully the railroads themselves
could do an awful lot more than they are doing, especially in the field
of commuter service, to make it so attractive for a man to travel from
Philadelphia to Washington that he would really want to use the
trains. This they don't seem to do. And I have been in touch with.
some of my very good friends who are executives with the Pennsyl-
vania Railroad and I just fail to understand why a more concerted
effort is not made. Most businesses try to make their establishments
more attractive. They try to get their help to be more courteous, to
render more and little personal services in order to attract people.
We find that the railroads seem to eliminate that as if to say, well,
we really don't want you to like our service, and this is the problem
that our people in our area are finding on the railroads.
Mr. ADAMS. I just want to thank the gentleman from New Jersey

for coming before the committee, and I think he has an excellent
grasp of what some of us consider as being the basic problem and
what the public interest appears to be. We somehow have to keer
these cities linked with a transportation system, and I appreciate
very much the gentleman's remarks.
Mr. FRIEDEL. Our next witness is Mr. Donald S. Beattie, executive

secretary-treasurer, Railway Labor Executives' Association.
You may submit your full statement for the record and then sum-

marize it, if you wish.

STATEMENT OF DONALD S. BEATTIE, EXECUTIVE SECRETARY
TREASURER, RAILWAY LABOR EXECUTIVES' ASSOCIATION

Mr. BEATTIE. How much time do we have, Mr. Chairman?
Mr. FRIEDEL. The House is in session now.
Mr. BEAME. I think I could very briefly summarize what I have

in a four-page statement.
Mr. WATSON. May I say the statement is rather brief and I would

certainly like to hear at length from these gentlemen here and give
them an opportunity. I know we have a problem. I want to hear from
the Railway Labor Executives' Association.
Mr. FRIEDEL. You may read your statement.
Mr. BEATTIE. All right, sir. I will skip the identification, if that is

all right.
On behalf of the railroad workers, I want to urge you to act

promptly and favorably on the Interstate Commerce Commission's
bill, H.R. 18212, with the addition of two strengthening amendments.
Our general views are summarized in a resolution approved unani-

mously by the RLEA on June 27, 1968, and with your permission,
I would like that resolution to be included in the record.
Mr. FRIEDEL. Without objection, it is so ordered.
(The document referred to follows:)

RAILWAY LABOR EXECUTIVES' ASSOCIATION RESOLUTION ON RAILROAD PASSENGER
SERVICE, JUNE 27, 1968

Whereas the railroads, making use of section 13 (a ) of the Interstate Com-
merce Act, and other means, have killed off nearly 900 intercity passenger trains
since 1958, leaving less than 600 in existence today, and
Whereas this drive by most of America's railroads to destroy their intercity

passenger trains is a gross disservice to the Nation, and
Whereas the attitude of most American railroads toward passenger service

offers a shocking and shameful contrast to that of the European railways, which
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run Trans European Express (TEE) trains linking over 100 cities in fast, clean,
comfortable service, and to the Japanese Railways whose new Tokaido Line
is a model for the world, and
Whereas this association has protested for years against the "public be

damned" attitude of most American railroad corporations toward their pas-
senger service and we have pleaded with Congress to halt the slaughter of
passenger trains, and
Whereas public concern over this problem is steadily mounting, as shown for

example by these developments:
On March 7, 1968, Interstate Commerce Commission chairman Paul J. Tierney

warned as follows: "Highway construction has not kept pace with the growth
of traffic congestion. Air corridors in major metropolitan areas are rapidly
developing their own congestion problems, and terminal facilities are becoming
more difficult to reach. Yet the public's urge to travel is not abating. By 1984 we
will have to provide the means to move twice the passenger traffic that moves
today. Certainly, a viable rail network could make a major contribution in carry-
ing that traffic without the huge investment, safety hazards, loss of valuable
land and social dislocation inherent in providing alternative means of service.
Rail passenger service will be transformed into an efficient national system only
if there is a complete reversal of the traditional attitudes and policies of the
industry, the public and government toward passenger service."
On April 22, 1968, ICC examiner John S. Messer, after finding that the South-

ern Pacific and other railroads have downgraded their passenger service, that
"this has contributed materially to the decline in patronage," and that "the need
for passenger rail transportation at present and especially in the future is clear,"
recommended that the ICC require the railroads to observe "certain minimal
standards" in their passenger service and that "a National Rail Passenger Sys-
tem should be created capable of meeting present and future intercity rail trans-
portation requirements."
On May 13, 1968, the New York Times in a lead editorial declared among

other things: "Railroad companies have developed the propaganda myth that
maintenance of passenger service is a matter of interest only to a dwindling num-
ber of train buffs. In reality, 98 million passengers, not counting daily com-
muters, traveled on intercity trains last year. Rather than dwindling, the num-
ber of rail passengers is likely to rise in the coming decade as highway and air-
line congestion worsens. If highway traffic triples in the near future, as experts
expect, the immensely expensive interstate highway system now being built will
not be able to sustain the burden. A functioning network of passenger railroads
connecting major points in this nation is not a matter of nostalgia and romance;
it is a practical necessity." and
Whereas in contrast to the negative attitude of most of the railroad corpora-

tions, Mr. Stuart Saunders, chairman of Penn Central Company, on June 6,
1968 declared: "I would like to, propose, either as a corollary or an alternative
to a congressional review, that a National Railroad Passenger Council be created
by appropriate governmental action to expedite solution of this (passenger
service) problem. This council should be a group representative of the public,
the railroads, and the governmental agencies concerned with transportation
policy. It should move promptly, in as brief a time as possible, to study the
problem and issue a report as a basis for formulating a railroad passenger serv-
ice program within the larger context of the national transportation policy. Such
a study is fundamental in determining the extent to which the federal govern-
ment must support rail passenger service. In addition to investigating the
requirements of federal participation in commuter, intercity and long-haul pas-
senger service, it should analyze the need for federal sponsorship of railroad
research and development," and
Whereas the Interstate Commerce Commission on June 25, 1968, after warning

that "changes in federal policy are urgently needed," recommended: "(1) that
a federal study of the need and means for preserving a National Rail Passenger
System be initiated as soon as possible; (2) that Section 13a be amended to
provide more effective and efficient regulation geared to present conditions,
including a provision to preserve a minimum level of service while the study is
in progress; and (3) that the Post Office Department temporarily redirect its
policies on mail contracts to support the present level of passenger train service
during this study." Now therefore be it

6
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Resolved, That the Railway Labor Executive Association:
1. Reiterates its previous appeals for suspension of Sec. 13(a) of the Inter-

state Commerce Act under which the railroads have slaughtered their passenger
trains,

2. Wholeheartedly supports the recommendations by Mr. John S. Messer for
minimal standards for rail passenger service and for creation of a National
Rail Passenger System, and

3. Strongly endorses the proposal by Mr. Stuart Saunders for a National Rail-
road Passenger Council, offers the full participation of railway labor in such
a Council, urges prompt creation of this Council by the federal government,
and suggests that the Council should file its report and recommendations no
later than March 31, 1969, and

4. Urges prompt action by Congress and the Post Office Department to imple-
ment the above-cited ICC recommendations of June 25, 1968, including enactment -
of a strong bill on the subject providing among other things for protective con-
ditions for railroad employes adversely affected by passenger train abandonments
and for a National Railroad Passenger Council along the general lines suggested
by Mr. Stuart Saunders.

Mr. BEATTIE. The two amendments to H.R. 18212 that we urge are:
(1) Insertion of protective conditions for employees adversely af-

fected by passenger train abandonments similar to those provided by
law for employees adversely affected by railroad mergers or con-
solidations ; and
(2) Creation of a National Railroad Passenger Council, with repre-

sentatives from the Congress, the executive branch, the public, the
railroads and railroad labor, to make a study and recommendations
regarding the future of rail passenger service. We feel this Council
should make its report by next March 31. We also feel that the Coun-
cil should not depend on a new appropriation of funds from Con-
gress, but should draw on whatever funds are already available for
such a purpose in the executive branch plus private contributions.
One reason for suggesting such a National Railroad Passenger

Council rather than a study by the Department of Transportation alone
is that there will be a change of administration next year, which
might involve some delay and confusion in pushing ahead this very
urgent matter. I am constrained to add that yesterday's testimony
by Mr. A. Scheffer Lang, the Federal Railroad Administrator, makes
us feel even more strongly that Mr. Stuart Saunders' basic proposal
for a National Railroad Passenger Council is a more fruitful approach
than a study by the DOT.
Mr. Stuart Saunders, who is identified in our resolution, is chair-

man of the Penn Central Railroad Co., which is the largest railroad
corporation in the world.
Mr. Lang seems to have already made up his mind that the rail-

roads should be given pretty much a free hand to complete the destruc-
tion of intercity passenger train service. "Preserving today's outmoded
intercity passenger service is and can be of little benefit to the public,"
Mr. Lang declared. With this attitude, and with Mr. Lang's further at-
titude that a study would be very complex would require at least 2
years, and would also require approximately $2 million of new ap-
propriations, it is easy to see that practically all the passenger trains
would be gone by the time Mr. Lang had his study done—and he would
not regret it.
We in railway labor feel very strongly that today's intercity pas-

senger service should not be destroyed—it should be built upon to
create the truly modern, comfortable, efficient service that is needed
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and wanted and that will be even more needed and wanted in the
future.
As an example of what America ought to have I should like to pass

upto you a full-page ad from the April 13, 1968, issue of the New
Yorker magazine for the European railroads. In contrast, I should
like to quote from the findings of ICC Examiner John Messer about
the Southern Pacific's Sunset Limited.
(The material referred to appears on p. 197.)
Mr. BEATTIE. The charge is made that America's railroads can't af-

ford to continue running passenger trains. As to that I refer you to
appendix G of the ICC's report to you of June 25, 1968. This shows the
"deficit related solely to passenger and allied services" amounted to
only $30.9 million in 1966, the latest year available. The eastern rail-
roads, on this basis, actually showed a passenger profit of $16.8 million
in 1966, with the Southern roads showing a deficit of $23.8 million and
the Western roads a deficit of $23.9 million.
The "solely related" passenger deficit of $30.9 million compares

with a total railway net operating income of $1,046 million in 1966.
In 1967, the ICC suggested, the railroads' "solely related" passenger
deficit rose "significantly" from 1966.
Mr. ADAMS. At that point, what is the definition of "solely related"

passenger deficit? This is some $550 million below the reported figure
of the other witness?
Mr. BEATTIE. This is another method of calculating the cost, that is

by a formula, which eliminates the joint cost allocation that you were
speaking of a moment ago. Where you allocate so much for the right-
of-way, and the facilities, and so forth, for the passenger and freight.
That is one way. Another way is to determine the solely realted cost of
passenger service and 
Mr. ADAMS. In other words, what you are saying here, if you elimi-

nated all passenger trains they would still run on the tracks and still
have to maintain them and they would still maintain stations, so the
only thing that would be saved would be $30.9 million?
Mr. WATSON. While we have this interruption, I wonder if you could

give us a breakdown as to how you ascertain those figures. Not now,
but supply it later for the record.
Mr. BEATTIE. Yes, sir. This is the figure that appears. These are the

figures that appear in the ICC examiner's report and recommendation,
and the examiner in this case is a veteran examiner of the Commis-
sion. I think he has something like 14 years as an examiner.
Mr. WATSON. And he states specifically what solely related expenses

would include?
Mr. BEATTIE. I am not certain whether in his report there is a com-

plete description but we will make it available for you 
Mr. WATSON. Maybe we could go to him and get that information.
Mr. FRIEDEL. Will you furnish it for the record to substantiate these

figures and we will pursue the examiner's report?
Mr. BEATTIE. Yes, sir; I shall do so.
(The figures referred to come from the ICC report "Intercity Rail

Passenger Service in 1968," which appears herein. See app. 0-, p. 97,
for figures, and app. H, p. 98, for explanation.)
Mr. BEATTIE. But it was undoubtedly still only a small fraction of

their total 1967 net operating income a $677 million. Clearly the rail-
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roads can afford present passenger service, even if they can't afford
the desirable new equipment.
As to the future need for passenger service, the ICC report said:

Clearly, all levels of government will face extremely heavy burdens in order
to enlarge the present highway and air systems to accommodate public and
private transportation to the future expansion of intercity travel.

Therefore, it is imperative that a comprehensive review be initiated of the
future contribution which a modernized rail passenger system could make be-
fore some vital services are abandoned.

Even in terms of present needs, the ICC said:
Rail travel still provides a real service to those who fear flying. For those who

do not own automobiles or prefer not to drive, the railroad has a distinct value.
Students, servicemen, the less effluent and senior citizens are the most fre-

quent groups who use rail service. Some rail routes provide excellent service
for tourists who want to view the country during their vacations rather than
speed to and from a single destination.

Railroads also furnish passenger service that is less subject to cancellation
because of weather conditions. Although its ability to prevent a near breakdown
in intercity travel when the highways and airways are closed is tapped only
infrequently, it is a very vital service during those periods.
Peak travel demands of holiday and vacation traffic are also substantially

eased by rail service. Unfortunately for the carriers, a large part of the public
uses the railroads only when they are crowded over the holidays or when the
weather is bad.

The ICC added:
The reserve capacity of railroads to transport large masses of people during

periods of national emergency is another asset of an intercity rail passenger
system.

Gentlemen, I predict that if Congress does nothing—if you let
present intercity rail passenger service be destroyed—it will not be
more than a few years before such a public demand will arise that you
will see the Government paying the entire bill to create a wholly new
rail passenger system. The time to begin a rescue operation is immedi-
ately at hand. The cost of corrective action now would be minimal,
the cost of delayed action will mount exhorbitantly.
Now, in addition to my prepared statement, I would like to submit

a piece of correspondence directed from the Acting Secretary of
Transportation, Mr. Robson, to the chairman of the Senate Commerce
Committee, on June 27 of this year.
Mr. FRIEDEL. If there is no objection, that letter will be included in

the record.
(The document referred to follows:)

DEPARTMENT OF TRANSPORTATION,
OFFICE OF THE SECRETARY,
Washington, D.C., July 27, 1968.

Hon. WARREN G. MAGNUSON,
Chairman, Senate Commerce Committee,
U.S. Senate,
Washington, D.C.
DEAR Mn. CHAIRMAN: We understand that your Committee may take swift

action on the report and recommendations of the Interstate Commerce Commis-
sion concerning intercity rail passenger service.
Two of the recommendations of the Commission raise serious questions. They

are (1) amending Section 13 ( a) of the Interstate Commerce Act and (2) main-
tenance of postal rail service so as to provide indirect subsidies to passenger
train operations.
We would welcome the opportunity to study these recommendations in some

detail. We assume we will be given the opportunity to comment on them under
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established legislative procedures. We have begun our analysis of these recom-
mendations and we will provide our views to the Committee within the near
future.
The ICC also recommended that the Department of Transportation, in coop-

eration with other Federal agencies, study the existing and future potential
for intercity rail passenger service. We believe such a study would be within
the public interest and we would welcome the responsibility for its conduct. It
would supplement the studies which we already have undertaken, including the
highspeed ground demonstration efforts which are well underway.
But we believe that it is important that the Congress provide the Department

with the resources to discharge this responsibility. The study will require both
staff and money far beyond what is now available to us through the normal
appropriation process. This is particularly true in light of the passage of the
Revenue and Expenditure Act of 1968 which will place even tighter restraints
on the Department's capacity to undertake new tasks.
We would, therefore, urge that if the Committee plans to initiate legislation

which would direct the Department to undertake such a study, it would include
within that measure sufficient funds to enable us to discharge the task. We also
urge that Congress provide the Secretary with the power to compel the appear-
ance of witnesses and the production of documents. If you wish, we will be
pleased to provide you with a recommendation of the funds required to meet
these new responsibilities.

Sincerely,
JOHN E. ROBSON,

Acting Secretary.

Mr. BEATTIE. This letter appears to state a policy somewhat con-
trary to the position expressed by Mr. Lang yesterday as to the De-
partment's willingness to undertake a study.
Mr. WATSON. I don't know what it contains, but I notice that it is

dated July 27,1968.
Mr. BEATTIE. The date should be June 27. That was the date it was

received by the Senate Commerce Committee, which was the day, as I
recall, when the Subcommittee on Transportation in the Senate passed
out a number of passenger train discontinuance bills which contained
all the essential features of the bill before the committee today, plus
some additional resolutions and bills, all of which are designed to meet
this problem we are talking about.
Mr. WATSON. Thank you. Just a couple of questions now. You recom-

mend two amendments. First, the protective conditions for employees
who may be adversely affected by discontinuance of these passenger
trains. What has been your experience in the past as to the effect upon
employees, if they have been absorbed in other areas of the railway
operation.
Mr. BEATTIE. The fact of the matter is that approximately 60 per-

cent of the employees presently directly engaged in railroad passenger
service are covered by one or another form of employee protection
agreements arisingfrom mergers of railroads or from results of Pub-
lic Law 88-108, the operating employees dispute. One form or another
of agreement covers some 60 percent of the employees presently en-
gaged in passenger train service.
On the other hand, the impact hits in different ways in different

places. For example, when the Santa Fe Railroad discontinued some
passenger trains a short while back—I never followed up to check
this report—but the report I had came from a railroad official. The
Santa Fe operated almost complete passenger train service over one
of its lines. It had little or no freight service. And when they discon-
tinued those trains and on this railroad there is no employee protection

t,
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for probably 90 percent of the employees involved in this service, there
were men with 30 and 40 years of service with no place to go. They
couldn't bump back to freight service.
Now, perhaps if they wanted to take a job down in Georgia at that

late stage in their life, perhaps there might have been a job there for
them. But 40 percent of the employees are not covered and that is the
group we are speaking of.
There is no reason in the world why these employees should not

be extended the same protection against the loss of their earnings that
the other employees are in the same service on other railroads at dif-
ferent points or employees that lose their jobs by reason of the urban
mass transportation act or by reason of the merger of railroads or line
abandonments. As a matter of fact, we have always contended that the
existing law gave the Interstate Commerce Commission the authority
to impose employee protection. They have consistently disagreed with
us and so we offer this suggestion that we amend to provide employee
protection for all these employees.
Mr. WATSON. Mr. Chairman, I did have a couple more questions,

but that is the second set of bells.
Mr. FRIEDEL. I want to thank you, Mr. Beattie. We have one other

witness, Mr. Paul Rodgers, We have had the second bell.
Is Mr. Rodgers here?
Mr. RODGERS. Yes, sir; I am present.
Mr. FRIEDEL. Would you submit your statement for the record, be-

cause we have to go. This completes the hearings.
Mr. RODGERS. Very well, I will submit the statement for the record.
(The statement referred to follows:)

STATEMENT OF PAUL RODGERS, GENERAL COUNSEL, NATIONAL ASSOCIATION OF
REGULATORY UTILITY COMMISSION

Mr. Chairman and members of the committee, my name is Paul Rodgers. I am
the General Counsel for the National Association of Regulatory Utility Commis-
sioners, commonly known as the "NARUC."
The NARUC is a quasi-governmental nonprofit organization founded in 1889.

Within its membership are the governmental bodies of the fifty States and of
the District of Columbia, Puerto Rico and the Virgin Islands engaged in the
regulation of carriers and utilities. Our chief objective is to serve the public
interest through the improvement of government regulation.
The members of the NARUC appreciate the opportunity you have given me as

their spokesman to make their views known on H.R. 18212, which proposes an
amendment to Section 13a of the Interstate Commerce Act relative to passenger
train discontinuance procedures, and an authorization for a study of essential
railroad passenger service by the Secretary of Transportation.
We of the NARUC are vitally concerned with the development of a sound and

adequate rail passenger service which will be responsive to the needs of a grow-
ing America.
We believe that the decline in the use of rail passenger service is merely a

temporary episode in the Nation's transportation history because the crowded
airways and clogged highways of America will not be equal to tomorrow's trans-
portation tasks.
It seems to us quite important to make a determined effort to preserve essential

rail transportation because our trend of rapid urbanization and population
growth unmistakably foretell that America will have to return to the use of wide-
spread rail passenger service.
A simple amendment to Section 13a of the Interstate Commerce Act will of

course not solve our rail passenger problem. However, the proper amendment of
Section 13a will be an important tool in conserving a nucleus of rail passengerservice to provide the foundation for expanding to meet tomorrow's transporta-tion needs.
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Section 1 of H.R. 18212 is particularly beneficial in this regard because it con-
tains provisions for: (1) additional time during which the Interstate Commerce
Commission could consider the initial notice of discontinuance filed by a carrier;
(2) additional time for the Commission to conduct hearings and determine a
Section 13a proceeding in those instances where an investigation of a proposed
discontinuance is ordered; (3) specifically assigning the burden of proof to the
carrier proposing a discontinuance or change; (4) special procedures for the
handling of Section 13a (1) cases involving the last interstate passenger service
between two points ;1 (5) additional time for State agencies to consider and act
upon Section 13a(2) applications; (6) clarifying the right of judicial review;
and (7) certain other technical improvements.
We believe these proposals contained in H.R. 18212 are fair and reasonable to

all concerned and, if adopted, will improve the effectiveness of Section 13a as an
instrument of government policy relative to the preservation of essential rail
passenger service.
In addition, we propose four amendments to Section 1 of the bill.
First, we believe it should be amended to specifically confer upon the ICC

the power to fashion appropriate conditions pertaining to operations and service
of all passenger trains subject to its jurisdiction under Section 13a, as earlier
proposed by H.R. 7004. Such an important regulatory power should not be
limited to "last trains" as now proposed by H.R. 18212.
Second, we urge that H.R. 18212 be amended to provide that proposals filed

under Section 13a (1 ) , concerning trains crossing State borders, would be first
heard and determined by a joint board of State commissioners when the proposed
discontinuance involves not more than nine states. Such a joint board would be
constituted in a manner similar to the joint boards which are now provided for
in Part II of the Interstate Commerce Act.249 U.S.C., Sec. 305.
The joint board procedure has worked successfully in motor carrier regulation

and has significantly strengthened Federal-State relations. We believe it should
be extended to Section 13a.
Under our amendment, a Section 13a joint board would apply the same legal

standards for deciding proposed discontinuances as are now applied by the ICC.
On appeal, the ICC could reverse or modify the decision of the joint board if it
determined that the board failed to apply the proper legal standards on the
basis of the findings of fact made by the board.
The use of the joint board procedure would not unduly lengthen the adminis-

trative process because it would be largely a substitute for preliminary con-
sideration of discontinuance petitions by the ICC.
We believe that a joint board composed of State commissioners applying na-

tional standards will give a proper balance to regional and national needs in
passenger train discontinuance cases. If the joint board errs in its decision then
of course the ICC would be free on appeal to correct any misapplication of
national standards.

Third, we believe that Section 13a should be amended to provide that a rail-
road shall not discontinue or change passenger train service unless it first gives
notice to the public and to the Interstate Commerce Commission. Under the
present law, a railroad is free to discontinue or change passenger train service
without notice if the State for some reasons does not require continuation of such
service. We believe that such a loophole is adverse to the public interest.
Fourth, we recommend that hearings under Section 13a be made mandatory

when requested by an aggrieved party. The discontinuance of what passenger
train service remains is much too important a matter to be permitted without
a hearing when one is requested.
We also support Section 2 of H.R. 18212 which proposes authorization for a

study of essential railroad passenger service by the Secretary of Transportation
in cooperation with the ICC and other interested Federal agencies. Such a study
is urgently needed at this time in order to assist the Congress in formulating
new policy in this difficult area.

1 Neither the Executive Committee nor the Committee on Railroads of the NARUC has
had an opportunity to consider the third proviso of the special "last train" procedures pro-
posed by H.R. 18212 which would totally preempt the right of the States to grant relief in
such cases, which is now permitted by Section 13a. Consequently, we take no position on
the third proviso at this time.

2+The text of this proposed amendment is set forth at pages 60-61 of the record of the
hearings held on February. 20, 1968, by the House Committee on Interstate and Foreign
Commerce, 90th Congress, on S. 2711, an Act to amend Section 13a(1) of the Interstate
Commerce Act, as amended, and for other purposes.
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In order to add an important dimension to the study and to strengthen Federal-
State cooperation in this matter, we strongly urge that Section 2 be amended to
require the Secretary of Transportation, in conducting the study, to also cooper-
ate with representatives of State regulatory agencies selected in consultation
with the NARUC.8
In summary, we believe that the enactment of H.R. 18212, with the amend-

ments we propose, will significantly strengthen the ability of regulators to protect
the public interest in Section 13a cases and at the same time will permit the
railroads to discontinue passenger service which unduly burdens interstate
commerce.
Thank you for your attention.

Mr. FRIEDEL. Thank you very much for your cooperation.
The meeting now stands adjourned.
Thank you.
(The following material was submitted for the record:)

HOUSE OF REPRESENTATIVES,
Washington, D.C., July 2, 1968.

Hon. HARLEY 0. STAGGERS,
Chairman, Interstate and Foreign Commerce Committee, Rayburn House Office

Building, Washington, D.C.
DEAR Mn. CHAIRMAN: I am pleased to learn that you have introduced H.R.

18212, a bill to authorize the Secretary of Transportation to conduct an in-depth
study of essential railroad passenger service in the United States.
There has been great concern in Utah, as well as in other sections of the

country, over the widespread discontinuance of passenger train service. I haverepeatedly protested these discontinuances to the Interstate Commerce Commis-
sion and have urged that a comprehensive study be made of the over-all situation.
I am hopeful, therefore, that committee action will be taken in time to afford

the full membership of the House of Representatives the opportunity to vote on
H.R. 18212 before the expiration of the 90th Congress.
Thank you for your consideration.

Sincerely,
LAURENCE J. BURTON,

Member of Congress.

ATLANTA & WEST POINT RAIL ROAD CO.,
THE WESTERN RAILWAY OF ALABAMA,

GEORGIA RAILROAD,
Atlanta, Ga., July 10, 1968.HOD. HARLEY 0. STAGGERS,

House of Representatives,
Washington, D.C.
MY DEAR Mn. STAGGERS: Reference is made to House of Representatives Bill18212 dated June 26, 1968, which I understand is a proposal to amend Section 13aof the Interstate Commerce Act to provide more effective and efficient regula-tions of rail passenger service by authorizing "a study of essential railroad pas-senger service by the Secretary of Transportation, and for other purposes," in-cluding a provision that would "preserve a minimum level of passenger servicewhile the study is in progress."
The Atlanta and West Point Railroad, The Western Railway of Alabama, andthe Georgia Railroad are opposed to any such amendment to Section 13a. It is

2 This amendment may be made by adding between the comma and "is" in line 22, page 7of H.R. 18212, the following "and three representatives of interested State commissionsselected by the Secretary after consultation with representatives of the national organiza-tion of the State Commissions referred to in part II of the Interstate Commerce Act" andby adding at the end of Section 2 of H.R. 18212 the following:
The representatives of the State commissions participating in the study may becompensated at a rate to be fixed by the Secretary not to exceed $100 per diem (in-cluding travel time) when engaged in actual duties in connection with the study.Such State representatives, while away from their homes or regular places of business,may be allowed travel expenses, including per diem in lieu of subsistence as authorizedby section 5703 of title 5, United States Code, for persons in the Government serviceemployed intermittently. Payments under this section shall not render the State repre-sentatives employees or officials of the United States for any purpose.
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our feeling that Section 13a provides sufficient control over all railroads and that
any amendment of this nature would force additional financial burden on inter-
state commerce.

Sincerely yours,
CHESTER R. LAPEZA,

President-General Manager.

CHICAGO & NORTH WESTERN RAILWAY CO.,
Chicago, Ill., July 8, 1968.

Re H.R. 18212, train discontinuance legislation.
Hon. HA,RLEY 0. STAGGERS,
Chairman, Interstate and Foreign Commerce Committee,
House of Representatives,
Washington, D.C.
DEAR CONGRESSMAN STAGGERS: I would like to take the opportunity to express

this Company's opposition to H.R. 18212, which is the Interstate Commerce Com-
mission's recently proposed revision of Section 13a of the Interstate Commerce
Act dealing with train discontinuances. We are opposed to what is an unneces-
sarily drastic revision of the train discontinuance statute because such legisla-
tion would inevitably result in a severe imposition of continued very large losses
in operating relatively unused passenger services.

Section 13a has remained unchanged since its passage in 1958 and has been
effective in alleviating serious burdens in providing passenger service between
intercity markets. In the case of North Western we experienced intercity pas-
senger deficits from 1958 through 1967 as included in the passenger deficits re-
ported to the I.C.C. in our annual Report Form A as follows:

1958 $14,728,000
1959 13,860,000
1960 10,926,000
1961 8,282,000
1962 6,712,000
1963 6,053,000
1964 4,482,000
1965 4,138,000
1966  4,032,000
1967 4,841,000

Total  78,054,000
We had made steady progress in reducing the intercity passenger deficit from

1958 to 1966 despite large increases in operating costs and a continuing decline
in passenger revenue. The reduction has been almost entirely through removal of
intercity passenger trains under Section 13a. If the huge deficit level of 1958
had continued from 1958 through 1967, we would have experienced a cumulative
intercity passenger deficit of $147,280,000 instead of $78,054,000. In fact, the
cumulative deficits would have been much, much greater than $147 million due
to increased operating costs which would have been applicable to the trains
which were removed and due to a probable severe decline in revenue on the trains
had they been operated.
North Western's intercity passenger deficits have been a significant factor in

causing a meager rate of return from inadequate or nonexistent net railway
operating income. From 1962 through 1967 North Western had the following
rates of return and net railway operating income:

Rate of Net railway
return operating

(percent) income

1962 ($291,662)
1963 2.2 11, 349, 938
1964 2. 1 10, 657, 636
1965 2.6 13, 534, 090
1966 2.6 13, 807, 615
1967 (9, 856, 408)
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The losses from intercity passenger service are still with us, however, and they
are increasing. From 1966 to 1967 North Western's intercity passenger deficit
increased by $809,000 due primarily to increased operating costs, including large
increases in wages and fringe benefits.
Confronted with an increasing intercity passenger deficit, North Western in an

effort to preserve as much intercity passenger service as possible will raise its
intercity passenger fares by 25% on July 10, 1968, and is seeking to curtail por-
tions of loss-producing service north of Green Bay, Wisconsin.
The intercity passenger losses are very real indeed. The 1967 loss of $4,841,060

almost equaled our net railway operating deficit from all other operations. While
the passenger deficit reported to the I.C.C. is on a fully distributed basis, the
direct out-of-pocket above-the-rail losses have been unduly burdensome as well.
For example, the direct loss from intercity passenger service in 1967 was over
$1,922,000.

Continued losses from intercity passenger service put an unwarranted strain
upon our ability to provide essential freight service to freight shippers. We can-
not proceed with modernization of the railroad plant and purchase of needed
equipment as rapidly as required when faced with the drain of large passenger
deficits. For example, the 1967 direct losses of over $1,993,000 if eliminated would
have provided savings for purchase of 133 boxcars for freight service in one year
alone. Revision of Section 13a as contained in H.R. 18212 will impede moderniza-
tion of freight service to the detriment of the public.

Section 13a has prevented the collapse of several railroads from the sheer
economic waste of unneeded passenger service. The serious economic plight of
the railroads in 1958 has not improved markedly by 1968. In terms of a revival
of passenger rider volume on intercity passenger trains, the prospects are as dim
as in 1958 except perhaps in the North East corridor where the costly high speed
passenger service experiment remains untested.
The purport of H.R. 18212 appears to be to preserve passenger service until

Congress or some government agency can yet again study the problem and recom-
mend some form of relief. A great burden would be placed on the railroads during
the study period of at least two years through imposition of unnecessary special
standards as to discontinuance of last trains between interstate points.
Last trains are particularly costly to operate since many direct costs are

related only to the operation of the last train which would be spread among
several trains if operated between the same points. This is quite apparent in the
case of terminal costs. The costs per mile operated of last trains are normally
much higher than other trains and the savings to be afforded by discontinuance

usually greater. The budren of operating last trains can be unusually severe.
The special standards in H.R. 18212 to be applied to last trains are unwar-

ranted in that they ignore the financial burden of operating such trains except
in the case of a failing carrier close to or in bankruptcy. Under Section 13a as
now in effect there is a proper balancing of the factors of public convenience
and necessity and the financial burden of continued operation of the trains.
Under H.R. 18212, the balancing of factors would be eliminated and, in effect,
the sole test would be public convenience and necessity. This elusive standard
as normally applied would result in the required continued operation of last
trains in almost every case where some members of the public testified that
they needed the service. The last train would probably have to be continued
for two years despite any showing of large out-of-pocket losses.
As a practical example, I would point to a case we now have before the Public

Service Commission of Wisconsin involving discontinuance of last trains sea-sonally between Green Bay and Ashland, Wisconsin. We have proposed to dis-continue these trains from Labor Day to Memorial Day each year and havearranged for a substitute bus service to be operated by a local bus carrier. Thetrains operate at an out-of-pocket loss of $240,000 during the period they areproposed to be discontinued and carry an average daily load of passengers ofless than 40. If this case were before the I.C.C. under the proposed specialstandards for last trains contained in H.R. 18212, any proof of a $240,000 losswould not be considered and a showing of 40 riders per day could easily be in-terpreted as a public need for service by rail even though bus service would bemore than adequate. In effect, we could be required to continue the servicefor two consecutive years while we await the solution, if any, to be providedby a special study—all at cumulative losses during the period of over $480.000.H.R. 18212 is particularly unfair in changing the standards in the middleof proceedings already in progress before the I.C.C. under Section 13a or before
96-907-68-13
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State regulatory agencies under State statutes. At a minimum H.R. 18212 should
provide that proceedings already commenced before the I.C.C. or any State
regulatory agency should be permitted to be completed. Again I would turn to
our example of the case we now have before the Public Service Commission of
Wisconsin on our Green Bay-Ashland service. This case originated in June 1968,
with a proposal to discontinue the trains involved after Labor Day, 1968. The
matter is now set for hearing in late July and we anticipate a ruling on the
discontinuance by Labor Day. We have taken this case to the Wisconsin Com-
mission even though an interstate train is involved between Chicago, Illinois,
and Ashland, Wisconsin, because the service problem involved is peculiarly a
local one of the need for service in part of Wisconsin and the lack of a need for
service in another part. Under H.R. 18212, this case would be superseded en-
tirely, and we would have to start all over again with an entirely new proceeding
under protracted time periods before the I.C.C. involving notices, hearings, re-
consideration, etc., which could delay the case by one year beyond the date
in September 1968, when the case may be decided by the Public Service Com-
mission of Wisconsin. Delay in this matter would be completely unjustified. We
submit, therefore, that any revision of Section 13a should not supersede any state
law and at a minimum should not supersede any state law already invoked by
a carrier.
In the event Section 13a is amended to provide for the proposed special

standards for last trains, I can foresee an immediate reaction by passenger
railroads to discontinue other trains which are not last trains which they
otherwise would not have sought to discontinue. The carriers will have to
seek some form of relief and other trains will quite suddenly become ripe for
discontinuance. In the ease of North Western if we are not permitted to remove
last trains, we might very well have to turn to our Chicago-Milwaukee-Green
Bay service where six to ten trains daily are operated. While the losses on
those trains might not be as great as on last trains, they would be factors which
could be considered under Section 13a which could result in a discontinuance.
I believe, therefore, that it would be most unwise for Congress to set special
standards for last trains because it would inevitably result in removal of trains
for which there is a greater public need. Congress would have protected the
public right out of more necessary services.
The implicit suggestion in H.R. 18212 in the requirement of special standards

for last trains is that they may ultimately be subsidized by the Federal govern-
ment after special studies and investigation are completed. In other words, let's
preserve the service, regardless of use by the public, until we determine how
it may be paid for. I do not believe that an uneconomic service should be con-
tinued unless there is a genuinely purposeful need for the service. In the case of
our suburban service in the Chicago area we have converted what was a very
uneconomical service which was needed by the public to get to and from work
into a service which rather remarably now earns over $2,000,000 per year.
This was done, however, without subsidy by the government, primarily through
a complete modernization of equipment, more efficient operating methods,
vigorous promotion, and a realistic fare structure. I am not suggesting that
such methods will work in the case of intercity passenger service where quite
obviously the market is too limited and has been eroded by automobile and air
transportation. I do not foresee how intercity passenger service in most areas
can be operated without continuing large deficits. And when the time comes
for replacement of existing equipment, most of the service may disappear com-
pletely as no prudent management will be able to make large investments in
losing services. For the time being so long as existing equipment can be used,
intercity service may continue except to the extent it is discontinued where
it is an unnecessary burden.

It is clearly in the public interest to remove those lightly patronized passenger
trains not needed by the public and reduce the deficits so that the railroads
may get about the business they are best able to perform for the public. The
savings to be afforded from discontinuance of unnecessary service are essential
to the continued modernization of the railroad plant and purchase of equipment
needed by freight shippers.
However, if intercity passenger service is desired by the public and efficient

management cannot provide the service within its own financial capacity, we
can only turn to government subsidy as the answer. I would, therefore, suggest

that if H.R. 18212 is seriously designed to preserve service until .a complete
examination of the service needs are made, there should be a subsidy from

the Federal government of 90% of the savings which might otherwise be
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afforded by discontinuance of a train. If Congress desires to preserve last train
service, for example, no matter how much it is used by the public, then Con-
gress should provide for the alleviation of the major part of the cost of pro-
viding such service. I do not believe it is useful to preserve all of the remaining
intercity passenger service, but if this is a public policy which appears to be
desired, then it should be paid for immediately as a public exxpense. I see no
material justification for continued imposiiton of the burden upon the rail-
roads. I suspect that Congress would not find it to be justified as a burden upon
the public either in most instances.
In summary, we are opposed to H.R. 18212 because it will change the stand-

ards of Section 13a as to last trains and supersede state authority over cases
already in progress. H.R. 18212 will also impose a series of procedures which
are unduly lengthly compared to present procedures. Finally, if Congress deter-
mines that a preservation of the status quo is required, and we certainly do
not believe it is, then a form of subsidy should be provided to a carrier equal
to 90% of the savings which might otherwise be afforded if the carrier were
to discontinue a train or trains pursuant to Section 13a as presently written.

Sincerely,
BEN W. HEINEMAN.

ILLINOIS CENTRAL RAILROAD,
Chicago, Ill., July 10,1968.

Hon. HARLEY 0. STAGGERS,
Ch,airman, Committee on Interstate and Foreign Commerce,
House of Representatives,
Washington, D.C.
MY DEAR MR. STAGGERS: This letter is intended to supplement my telegram of

yesterday, in which I urged that your committee give cautious consideration to
the proposed changes in Section 13a of the Interstate Commerce Act dealing
with train discontinuance legislation.
As I indicated in my telegram, the provisions of Section 13a are not, as is

commonly believed, applicable only to discontinuance cases. They may also be
used as a vehicle for constructive improvements in passenger train service. A
perfect example of this situation is found in a recent Illinois Central case, Fi-
nance Docket No. 25129. Here, by the application of the now flexible provisions
of Section 13a(1), the Illinois Central was able to quickly implement a great
improvement in the service provided by Trains 3 and 4, the Mid-American, be-
tween Chicago and Memphis. Upon receiving authority from the Interstate Com-
merce Commission to make the change in service as proposed, with one excep-
tion involving stopping at one point, these trains were speeded up greatly by
the elimination of certain little-used intermediate station stops. A full one hour
and 45 minutes was cut from the schedule of Train No. 3, while one hour and
50 minutes was taken from the running time of Train No. 4. Additionally, No.
4 was rescheduled on a convenient daytime schedule, instead of its former over-
night schedule. Of particular importance is the fact that these improvement in
service were placed in effect on June 30, only 49 days after we posted notices
to make them effective.
The rescheduling of Trains 3 and 4, is, of course, a part of the Ilinois Central's

"Mini Corridor" concept of operation between Chicago and Carbondale. This
proposal, which to date has only been partially implemented, due to the necessity
of securing regulatory approval from both the Interstate Commerce Commission
and the Illinois Commerce Commission, has been enthusiastically suported by
civic and university officials, including the following:

Mr. John Scouffas, Assistant Dean of Students, University of Illinois,
Champaign, Illinois
Mr. David Keene, Mayor of Carbondale, Illinois
Mr. Alexander McMillan, Director, Transportation Institute, Southern

Illinois University, Carbondale, Illinois
Mr. Henry Loeb, Mayor, City of Memphis, Tennessee

Presently pending before the Interstate Commerce Commission is a proceeding
to reschedule and speed up Trains 9 and 10 between Chicago and Carbondale, in
order to bring their schedules into the overall Mini Corridor concept of service.
Additionally, a similar proceeding is pending before the Illinois Commerce Com-
mission for Trains 25 and 28. It is our hope that the complete Mini Corridor
service will be implemented by the fall of this year; however, changes in Section
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13a could well result in serious setbacks for this target date, delaying the im-

plementation until 1970, if then.
Apart from our Mini Corridor proposal, the present provisions of Section 13a

have been of vital importance in permitting the expeditious discontinuance of
a number of trains providing local type service, trains which, prior to their dis-
continuance, had been almost totally deserted by the traveling public in favor
of the automobile. Such trains can be viewed as the cancerous parts of the total
operations, these trains, operating with little patronage and revenue to support
them, serve only to incur deficits of such magnitude that the economic viability
of the entire passenger operation, including its profitable parts, is threatened.
It would be tragic if the entire passenger service were destroyed simply because
of an inability to eliminate its cancerous parts, an inability caused by radical
changes in the present provisions of Section 13a.
It is hardly necessary to dwell upon the importance of the benefits that have

inured to the general public as a result of the application of the present pro-
visions of Section 13a. If the railroads had not been able to eliminate the num-
ber of deficit ridden trains that have, to date, been eliminated by use of Section
13a, the present level of freight rates would have had to be substantially higher
to support such deficits, and the recent increases in freight rates would have
been much greater. However, if there were such a very much higher level of
freight rates, a vast amount of competitive freight traffic would have been lost
to motor carriers and water carriers, carriers which are not in the position of
being required to support huge passenger deficits. But as the vicious cycle would
continue, the remaining freight traffic, not lost to competitive carriers, would
have had to be charged an even higher level of rates to support the fixed costs of
operating the railroads. And then most of this traffic would probably have been
driven away by the then unbearably high rates.
The end result, and I submit that it is not a far-fetched end result if such

events had occurred, is that those railroads with significant passenger operations
would have been forced into bankruptcy.
Such a result did not occur simply because it was possible to eliminate the

deficit ridden trains, through the application of the provisions of Section 13a.
However, if the provisions of this section are changed so that it will no longer
be possible to quickly remove such trains, the above described vicious circle
could well come into operation. This is the case even though the present pas-
senger deficit may not, in itself, be sufficient to cause such a result. Yet as pres-
ent trends of sharply declining revenue and sharply escalating costs continue,
and there is no reason to believe they will not do so, present deficits will climb
sharply—from their already high level—if it is impossible to continue to elimi-
nate trains which operate at a substantial loss.

Accordingly, I urge tht extreme caution be exercised in the revision of Section
13a of the Interstate Commerce Act, lest it become most difficult, if not impos-
sible, to utilize its provisions for the implementation of changes designed to im-
prove service, as well as to eliminate those cancerous trains whose deficits sap
the economic viability of the passenger operation as well as jeopardize the eco-
nomic stability of the railroad system as a whole.

Sincerely yours,
WILLIAM B. JOHNSON, President.

LOUISVILLE & NASHVILLE RAILROAD CO.,
Louisville, Ky., July 8, 1968.

Re S. 2711, S. 1685, S. 1175, S. 512, Senate concurrent resolution 25, Senate Joint
resolution 52, and bill introduced on June 28: H.R. 18212 passenger trains.

HON. HARLEY 0. STAGGERS,
Chairman, House Interstate and Foreign Commerce Committee,
House Office Building, Washington, D.C.
DEAR Mn. STAGGERS: The captioned bills have for their purpose extension of

the period in which a railroad must operate a losing passenger train after the
date upon which it proposes discontinuance, authorization of the Interstate Com-
merce Commission to impose conditions not only upon the discontinuance of the
train but upon the overall passenger service of the applicant, and authorization
of imposition of conditions for the protection of labor.
The Louisville and Nashville Railroad Company respectfully urges that Sec-

tion 13a be left as it is. We oppose any amendments of this statute. Section 13a

•



has enabled L&N to discontinue, with resulting economies, passenger trains which
had been abandoned by the public and which were suffering staggering operating
losses, but which, under prior law, would have been discontinued only after long
delay while running virtually without patronage. These discontinuances, and
other actions, have enabled the nation's railroads to render low-cost service to
shippers and to those passengers who actually use the trains that can justifiably
be continued in operation. This contrasted with the long delays this Company
encountered prior to 1959 when we had to proceed before state commissions. In
every case before the Interstate Commerce Commission it decided the proposal
within the time limits set by the statute, and nobody requested L&N to extend
the time. Our experience does not show that additional time would serve any
needed purpose.
The imposition of conditions relating to the passenger service would be a tre-

mendous invasion of the responsibilities of management and would impose ter-
rific burdens upon the Interstate Commerce Commission. Job protection condi-
tions are not needed when only one aspect of service over a given line is dis-
continued. In all L&N train discontinuances the crews manning the trains were
able to exercise their seniority rights to other L&N positions, and the junior
employee on the extra board who was unemployed temporarily because of the
level of business received the job protection provided by Congress through the
provisions of the Railroad Unemployment Insurance Act.

Yours very truly,
W. H. KENDALL, President.

NATIONAL ASSOCIATION OF RAILROAD PASSENGERS,
Chicago, Ill., July 16, 1968.

Re H.R. 18212.
Hon. SAMUEL FRIEDEL,
Chairman, Subcommittee on Transportation, House Committee on Interstate

and Foreign Commerce, U.S. House of Representatives, Washington, D.C.

like to go on record in support of H.R. 18212.
In an earlier letter to Chairman Staggers the NARP supported the general

recommendations of the ICC regarding passenger service, and we would appre-
ciate it if you would make that letter a matter of the hearing record.
In view of the testimony before your Subcommittee offered by Mr. Lang,

Federal Railroad Administrator, the NARP no longer feels that the Department
of Transportation is the appropriate agency to conduct the study asked by
the ICC. Apparently, Mr. Lang has already prejudged the case and would be an
advocate, rather than a judge, in any such study. Without a moratorium or
delay in the rapid discontinuance of passenger trains, a DOT study would
likely be only a post mortem on a dead passenger service system, rather than
an objective study.
At this time, the NARP would favor a study commission appointed by the

President, financed by both government and private sources, and representative
of all interested groups.
The NARP urges prompt enactment of H.R. 18212, with the modification sug-

gested above.
Very truly yours,

ANTHONY HASWELL,
Executive Director.

NATIONAL ASSOCIATION OF RAILROAD PASSENGERS,
Chicago, Ill., June 28, 1968.

Hon. HARLEY STAGGERS,
Chairman, House Committee on Interstate Commerce,
Rayburn House Office Building, Washington, D.C.
DEAR Mn. CHAIRMAN: The National Association of Railroad Passengers strongly

supports the legislative proposals on rail passenger service which the Interstate
Commerce Commission has recommended to your Committee.
The legislation if enacted would be helpful for the following reasons in

preserving and improving needed rail passenger service:
The Commission would have more time to consider and to decide individ-

ual discontinuance cases.
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The lonlden of proof that individual passenger trains were not necessary
would be placed squarely on the railroads.
The Commission would be given specific authority to set standards of

service on the last pair of trains between two points.
As you know, the Senate Subcommittee on Transportation considered the ICC

recommendations on June 27th. The Senate bill as reported to the full Com-
merce Committee would give the ICC power to set standards of service for all
passenger trains proposed to be discontinued rather than only for the last trains
between two points. The NARP urges the adoption by your Committee of similar
language broadening the ICC's authority.
We wish to commend the Commission for its excellent report on passenger

service. We fully support its call for an overall study of rail passenger prob-
lems by the Department of Transportation. However, we believe that such a
study should be accompanied by a moratorium on passenger train discontinu-
ances.
Although NARP believes that the ICC has not fully utilized all of its presently

conferred authority to regulate passenger train operations, we feel it imperative
that Congress give prompt and favorable consideration to the new proposals.

Very truly yours,
ANTHONY HASWELL,

Executive Director.

NORFOLK & WESTERN RAILWAY CO.,
Roanoke, Va., July 10, 1968.

Hon. HARLEY 0. STAGGERS,
Chairman, Interstate and Foreign Commerce Committee,
House of Representatives, Washington, D.C.
DEAR CHAIRMAN STAGGERS: This refers to various proposals being considered

by your Committee to amend Section 13a of the Interstate Commerce Act and to
effect a moratorium on passenger train discontinuances pending the completion
of a lengthy study of passenger transportation. Such legislation would be
seriously detrimental to the Norfolk and Western and the shipping public it
serves.
Last year the Norfolk and Western's passenger service deficit was $12.8 mil-

lion. an increase of $2.0 million, or 19%, over the preceding year. Steadily
declining passenger revenues were coupled with a sharp drop in our mail revenues
as a result of drastic nationwide cancellation of mail contracts by the Post Office
Department. On one of our principal trains, the discontinuance of first class and
preferential mail resulted in an immediate and permanent loss of $615,000 a year.
The burden of passenger losses, which has been made more onerous by the action

of the Post Office Department in eliminating one of the principal sources of
revenue from passenger operations, must, of necessity, fall on the shippers of rail
freight. Not only is this inequitable, but to the extent that such shippers switch
to competitive modes of transportation to avoid bearing these losses, the rail-
roads are further weakened in their ability to provide transportation service.
On behalf of the Norfolk and Western, I respectfully urge you and the mem-

bers of your Committee not to recommend any legislation that would undermine
Section 13a by curtailing or postponing the exercise of the railroads' right to
discontinue burdensome and unsupported passenger operations.

Sincerely yours,
HERMAN H. PEVLER, President.

PENN CENTRAL,
Philadelphia, Pa., July 10, 1968.

Hon. HARLEY 0. STAGGERS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.
DEAR CHAIRMAN STAGGERS: I respectfully urge the Interstate and Foreign

Commerce Committee to reject the concept of a moratorium on passenger train
discontinuance, such as that contained in H.R. 18212. In my opinion, such a
moratorium is unnecessary, unsound, and would defeat the major salutary objec-
tive of the bill.
As you know, on June 6, I publicly called for the establishment of a committee,

with broad industry and public representation, to determine what rail passenger
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service, if any, was essential to the national interest. Therefore, I welcome the pro-
vision of H.R. 18212 which would provide for a substantially similar study.
However, coupling such a study with a moratorium of train discontinuances

is, I think, ill-advised for a number of reasons. Foremost is the undisputed fact
that you will continue to impose on the passenger-carrying railroads an intoler-
able burden. Penn Central alone had a passenger deficit of $85 million in 1967;
so far this year, that deficit is accruing at an annual rate well in excess of $100
million. No industry can continue to absorb a deficit of this magnitude—least of
all the rail industry. Funds to meet the deficit can come from one source, our
freight shippers, who are understandably but increasingly resistant to freight
rates which must be increased to include the passenger burden.
At the same time, we have been held to a rate of return on invested capital of

approximately 2%. No industry can live on such a rate of return. Our rate of re-
turn is shamefully low, particularly when contrasted with the rates of return for
the airlines and the motor carrier industry. Theirs rank near the top of the list.
I need not remind you that these, our major competitors, have been lavishly sub-
sidized by the State and Federal Governments. Fairness alone dictates rejec-
tion of the moratorium concept.
Further, such a moratorium is unnecessary. Our experience has not shown the

I.C.C. to be openhanded in permitting passenger train discontinuance. On the
contrary, and on many occasions, we have found the Commission to be, in our
opinion, overzealous in the protection of the very few remaining passengers.
These comprise, as I am sure you know, only 1.4% of total intercity travelers.
In any event, the discontinuance of a passenger train does not mean that service

could not be reinstituted, if a fair and objective study showed that particular
service to be essential. The right-of-way, tracks, signals and other supporting
facilities do not disappear on the discontinuance of passenger service. It is clear,
however, that if rail passenger service, found to be essential, lacked the patronage
necessary to make it reasonably self-supporting, public financial assistance would
have to be forthcoming.
There are some observers who foresee nationalization of the railroads if rail

passenger service is subsidized. These same observers, I might add, have not
experienced the face-to-face struggle with passenger deficits which we on the
Penn Central must wage on a day-to-day basis. The argument, in my opinion, is
clearly groundless. Subsidization of the airlines has not led to their nationaliza-
tion, nor has the subsidy to the motor carrier industry, nor to the water carriers.
What your committee and the Congress must recognize, I respectfully suggest,

is that the shortest route to nationalization of railroads is the path you are now
looking down—the continued imposition of unrecoverable passenger deficits with-
out the slightest hope of their future avoidance.
I urge you, as earnestly as I can, to reject any moratorium on passenger train

discontinuance. I sincerely believe your rejection of this unsound approach will
be in the eventual best interest of a rational system of essential passenger service.

Sincerely,
STUART T. SAUNDERS,
Chairman of the Board.

SEABOARD COAST LINE RAILROAD CO.,
Jacksonville, Fla., July 9, 1968.

Hon. HARLEY 0. STAGGERS,
Chairman, House Comnvittee on Interstate and Foreign Commerce,
House Office Building,
Washington, D.C.
DEAR CONGRESSMAN STAGGERS: Your Committee now has under consideration

HR-18212 which would amend the passenger train discontinuance provisions of
the Interstate Commerce Act, specifically Sections 13a (1 ) and 13a (2). The amend-
ments as proposed would extend the time within which the Commission must
decide whether to investigate a proposed discontinuance under Section 13a (1)
from 30 days to 60 days, and would extend the period for which the Commission
may postpone a discontinuance pending an investigation from 4 months to 7
months, with an additional two months being granted if a Petition For Recon-
sideration is filed, which petition, from our experience, would be filed as a matter
of course. The bill would also require a two-year moratorium on passenger train
discontinuances in cases where the discontinuance represents the last remaining
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passenger train operated by the carrier in interstate commerce between any two

points.
I feel that it is important that you be advised of the deleterious effect which

such legislation would have on Seaboard Coast Line and I would also like to take
this opportunity to place the so-called train discontinuance problem in what I
believe to be its proper perspective.

First of all, I hasten to assure you that Seaboard Coast Line is not in any way
attempting to withdraw from providing passenger service where there is a dem-
onstrated need for such service. At the present time we operate several stream-
line passenger trains which compare favorably with any operated in the United
States or in any foreign country. Such trains as the SILVER METEOR, SILVER
STAR, CHAMPION, SOUTHWIND and CITY OF MIAMI offer an excellent pas-
senger service truly responsive to the needs of the traveling public. In addition,
we operate the FLORIDA SPECIAL during the winter season between New York
and Miami. This train has been a pioneer in railroad passenger service spawning
such innovations as candlelight dining, fashion shows, hostesses and recreation
cars. We have no intention of discontinuing any of the primary trains, which
trains are well patronized and are accepted by the traveling public. Operating
in the Florida tourist market as they do, we certainly believe that they have an
excellent future and that they will be around for a long time to come.
In addition to these trains, however, we operate many secondary trains whose

future is somewhat doubtful. These trains have been operated over the years pri-
marily for the movement of mail and express traffic and were abandoned by
passengers many years ago. When mail and express traffic is withdrawn from
such trains, there is no longer any need for their operation. At that point, the
trains have outlived their purpose and when revenues disappear as swiftly as
they do when mail service is removed, it is imperative that we be in a position
to quickly and efficiently discontinue their deficit operations.
This has been the situation on several of our Seaboard Coast Line trains in

recent months. Since December 30, 1967, due almost solely to loss of mail revenues,
Seaboard Coast Line has utilized the provisions of Section 13a(1) to discontinue
five pairs of passenger trains. The combined annual out-of-pocket losses on
these trains was $1,974.978 or $164,581 per month. As the term "out-of-pocket"
implies, these losses only took into account solely related costs and did not in-
clude any amount for depreciation, return on investment, sales expense, expense
of maintaining tracks and stations and taxes thereon, or for other overheads.
All of these trains were discontinued without investigation and one pair rep-
resented the last remaining passenger train on the particular line.
Had the proposed amendments to Section 13a(1) been in effect during this

period, our Company would have lost $164,581 more than it did, due to the Com-
mission's having an extra 30 days within which to decide whether to investigate
the discontinuances and would have been forced to operate one pair of trains
during the two-year moratorium period at an annual loss of $196,081, or $392,-
162 for the two years. Just based upon this six-month past experience, therefore,
the proposed amendments to Section 13a(1) would have cost Seaboard Coast
Line $556.743.
In addition to the above trains, we are operating on our railroad today several

other sets of passenger trains which have lost most of their mail and express
revenues and have been abandoned by the traveling public. Applications to dis-
continue three of these pairs of passenger trains are presently pending and
others will be filed. In some cases, these trains represent the last remaining
service and in other cases the Commission has, or will, investigate the proposals.
Considering these trains, the amendments to Section 13(a) could very likely
cost Seaboard Coast Line in excess of $1,000,000.
Congressman Staggers, I need not advise you of the many problems facing the

nation's railroads. Rising costs and shortages of high-priced equipment have
made it necessary for us to seek two Ex Parte revenue increases in recent
months. In these circumstances it seems pure economic waste to expend $1.000,-
000 in order to postpone the discontinuance of services which are no longer re-

quired or needed by the public.
In summary, therefore, I believe that all concerned should recognize that there

are certain passenger services operated by the nation's railroads which are

simply no longer required by the traveling public. Whatever may be the merits

of railroad passenger service as a solution to the transportation problems facing

this country, the postponement of the discontinuance of unused and unwanted
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services results in no benefit to the public but rather reacts to its detriment in
further weakening the nation's rail system.

Yours very truly,

Hon. HARLEY 0. STAGGERS,
House of Representatives,
Washington, D.C.

W. T. RICE, President.

THE WESTERN PACIFIC RAILROAD CO.,
San Francisco, Calif., July 8, 1968.

DEAR CONGRESSMAN STAGGERS The legislation proposed by the Interstate Com-
merce Commission which seeks to amend Section 13a of the Interstate Commerce
Act dealing with passenger train discontinuance, and calls for a one-year study
of railroad passenger service by the Department of Transportation, would work
a severe hardship on the Western Pacific if enacted.
For the second time we have pending before the I.C.C. the proposed discon-

tinuance of the California Zephyr between Oakland and Salt Lake City. Reluc-
tantly we have sought relief from the staggering losses we are suffering in the
operation of this train. In 1966 the deficit was in excess of $500,000, and in 1967
it rose to over $1.2 million, a burden which is unconscionable for a small railroad
like Western Pacific.
We, and others, have explored every possible avenue short of downgrading the

high quality service of the Zephyr in search of remedies to our chronic losses
on this train, but without success. Continued operation of the Zephyr is causing
a tremendous financial drain which can only lead to serious impairment of our
posture as a vital, competitive rail carrier of freight in the growing areas we
serve.
The proposed legislation will cause further delays in obtaining our long-sought

relief from this loss burden. Examination of the records in both Zephyr discon-
tinuance proceedings (F.D. No. 24277 and F.D. No. 24918) will show that a
reversal of the problem in the future is hopeless and that the deficit can only
worsen the longer the train is operated. Additionally, very large capital expendi-
tures are necessary in the immediate future for rebuilding or re-equipping the
Zephyr if its high standards are to be maintained.
I therefore urge you to carefully weigh the extremely detrimental effect that

the proposed legislation would have on this carrier's efforts to meet the press of
rising costs in order to remain an effective and viable competitor in and through
the area we serve.

Respectfully,
M. M. CHRISTY, President.

(The material referred to by the RLEA on p. 182, follows:)
[Advertisement from New Yorker magazine, Apr. 13, 1968D

CHEW-CHEW TRAIN—YUMMY WAY TO SEE EUROPE

Feast your eyes on Europe from the picture-window of a train, while you
enjoy continental dishes as varied and plentiful as the sights you see.
Have a frittata or hot buttered brioches for breakfast. Try the escabeche or

lasagna for lunch. Sample blanquette de veau or the sauerbraten for supper. Each
time aboard: a different meal, a different dish, as you ride at more than 100 mph
on crack Trans European Express (TEE) trains that link more than 100 of
Europe's major cities in a handful of hours. Leaving on schedule. Arriving on
schedule.
Relax in the sumptuous comfort of the dining car. Then stroll through the

spacious corridors, savoring the dinner conversation of the interesting people
you'll meet.

You'll often find your steward or stewardess speaks several languages, one of
which is almost always English. And the menus do, too. So those hard-to-pro-
nounce dishes soon become your hard-to-pass-up favorites.

Visit your travel agent. Make sure you get a generous helping af facts about
Eurailpass, Eurailgroup, Eurailtariff, BritRail Pass and British Thriftrail cou-
pons—a few of the first-class low-cost travel plans offered to Americans by the
railroads of Western Europe.
Because the price of a ticket is no harder to swallow than the price of a meal,

now you can see Europe the real way—by railway.
For further information, write: European Railroads, Dept. G, Box 65, Madison

Sq. Station, New York 10010.
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[From examiner's report, ICC case No. 34733, Apr. 22, 1968, p. 20]

The witnesses testified generally that the subject trains have been systematical-
ly downgraded. As evidence they point out that the running-time has increased
over the years, the puilman, lounge and dining cars have been removed, that the
equipment is often dirty, that connections with other trains have been broken,
that it is next to impossible to obtain information about arrivals, that pulhnan
accommodations, when available, were hard to get although such space was open
when the passenger actually boarded the train, and that many people who pre-
viously patronized these trains now make other travel arrangements, including
railroads, because of the lack of sleeping-cars and the limited eating facilities.
It is gratifying to note that very little criticism was directed to the train crew,
but rather many witnesses were complimentary of the courtesy and service they
received on the train. This was not the case with station employees. A

(Whereupon, at 12:20 p. m., the subcommittee was adjourned.)

0
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