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AGRICULTURAL TRANSPORTATION STUDY

WEDNESDAY, JULY 19, 1978

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON FAMILY FARMS,

RURAL DEVELOPMENT, AND SPECIAL STUDIES
OF THE COMMITTEE ON AGRICULTURE

'Wmhington,D.0 D.C.
The subcommittee met, pursuant to notice, at 2:05 p.m., in room 1302,

Longworth House Office Building, Hon. Richard Nolan (chairman of
the subcommittee) presiding.
Present: Representatives Harkin, Grassley, and Sebelius.
Also present: Representatives Fithian and Glickman of the full

committee.
Staff present: Eleanor S. Walsh, clerk James W. Swiderski and

Stephen T. Adams.
Mr. NOLAN. The Subcommittee on Family Farms, Rural Develop-

ment, and Special Studies will please come to order.
This afternoon, the subcommittee will be examining a bill, H.R.

12917, which was introduced by my good friend and colleague in the
Agriculture Committee, Mr. Fithian. H.R. 12917 directs the Secre-
tary of Agriculture to compile and publish certain information relat-
ing to the adequacy of transportation systems to meet the needs of
agriculture and rural development in the United States, and for other
purposes. A companion bill, S. 1835, passed the Senate on June 8, 1978.
Approximately one third of all the dollars spent on food by con-

sumers, when considering canned goods to raw grains, goes towards
moving that food from where it is produced to where it is consumed..
Rail and truck shipments play an important role in the transporta-
tion of food, and both are becoming increasingly more dependent on
each other with the widespread use of piggyback services.
Rural development and rural economic stability are heavily depend-

ent on an adequate transportation system for the efficient outflow of
farm products and the inflow of raw materials and processed goods.
The availability of transportation during peak market situations, as
we all know, can put great pressures on commodity prices, and there-
fore, farm incomes.
There is an urgent need for a rural transportation planning mecha-

nism which would provide for public participation. The United States
has long failed to formulate a transportation policy to identify the
needs of American agriculture and rural development. The purpose of
this hearing is to determine and evaluate the effectiveness and impact
of H.R. 12917 on meeting these needs of rural America.
Without objection, a copy of the bill, H.R. 12917, will appear in the

record at this point.
[H.R. 12917 and the report from U.S. Department of Agriculture

follow:]
(1)
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. R.12917

IN THE HOUSE OF REPRESENTATIVES

JUNE 1, 1978
Mr. FITHIAN (for himself, Mr. WAMPLER, Mr. CORNWELL, Mr. RICHMOND, Mr.

BEVILL, MS. KEYS, Mr. JOHNSON of Colorado, Mr. GLICKMAN, Mr. THONE,
Mr. WINN, Mr. COHEN, Mr. VOLKMER, and Mr. MARLENEE) introduced the
following bill; which was read twice and referred to the Committee on
Agriculture

A BILL
Directing the Secretary of Agriculture to compile and publish

certain information relating to the adequacy of a transpor-

tation system to meet the needs of agriculture and rural
development in the -United States, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tires of the United States of America in Congress assembled,

3 That the Congress hereby finds and declares that-

4 (1) an adequate transportation system, made up

5 of various modes of transportation, is essential to the

6 overall success of the Nation's agriculture programs,

7 to a sound program of rural development, and to the

economic stability of the United States;

9 (2) the economical and efficient movement of agri-
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1 cultural commodities has been impeded by a shortage

2 of railroad freight cars and motor trucks and by the

3 deteriorated condition of many rail roadbeds throughout

4 the United States;

5 (3) the economical and efficient movement of agri-

6 cultural commodities is further threatened by the pro-

7 posed abandonment by the railroad companies of thous-

8 ands of miles of important railroad lines in the United

9 States;

10 (4) the maintaining of an efficient and economical

11 transportation system for agriculture and rural develop-

12 ment in the United States has not received the priority

13 attention which such system should have received; and

14 (5) the Secretary of Agriculture has a respon-

15 sibility to assume a more active role in representing the

16 interests of agriculture and rural development in the

17 United States in order to insure the availability of an

18 adequate, efficient, and economical transportation system

19 sufficient to meet the needs of agriculture and rural

20 development in the United States.

21 SEC. 2. (a) The Secretary of Agriculture (hereinafter

22 referred to as the "Secretary") shall compile and publish an

23 initial report containing specific recommendations for a rail-

24 road transportation system adequate to meet the essential

25 needs of the agricultural industry of the United States. Such

9
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1 report shall include, but shall not be limited to, maps which

2 identify the locations in the several States that the Secretary,

3 on the basis of the importance of such locations within agri-

cultural producing, marketing, or consuming areas, deter-

mines should receive railroad service.

6 (b) The report required to be published by subsection

7 (a) shall be published not later than one hundred and

8 eighty days after the date of enactment of this Act. The

9 Secretary shall submit copies of such report to the Congress

10 and provide for the widespread public dissemination of such

11 report throughout the United States as soon as practicable

12 after its publication.

13 SEC. 3. (a) Within forty-five days after the publication

14 of the initial report described in section 2 (a) , the Secretary

15 shall announce dates for and hold public hearings at various

16 locations throughout the United States for the purpose of

17 obtaining the views of interested persons on such initial

18 report.

19 (b) Within one hundred and twenty days after the pub-

20 lication of the initial report described in section 2 (a) , the

21 Secretary shall prepare and publish a summary of the testi-

22 mony presented at such hearings. The Secretary shall provide

23 for the widespread public dissemination of such summary

24 as soon as possible following the publication thereof.

25 SEC. 4. (a) The Secretary shall prepare and publish,

3
ek
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1 within four hundred and twenty days after the date of enact-

9 ment of this Act, a revised report containing specific rec-

ommendations for a railroad transportation system adequate3

4 to meet the essential needs of the agricultural industry of the

5 United States. In preparing such revised report, the Secre-

tary shall take into consideration the testimony received at

7 the public hearing required under section 2 of this Act.

8 (b) Copies of such revised report shall be submitted to

9 the Congress, the Secretary of Transportation, and the Chair-

10 man of the Interstate Commerce Commission. The Secretary

11 shall provide for the widespread public dissemination of such

12 revised report.

13 (c) The Secretary shall review such revised report from

14 time to time, but not less often than once every three years,

15 and shall make such revisions therein as he deems necessary

16 or appropriate, taking into consideration changed conditions

17 at the local, national, and international levels that may have

18 affected agriculture, rural development, or transportation in

19 the United States.

20 SEC. 5. The Secretary shall submit a report annually to

21 the Congress regarding the capability of the Nation's trans-

22 portation system (all forms of transportation) to meet the

23 essential needs of the agricultural industry of the United

24 States and to meet the needs for effective development of

25 the rural areas of the United States. The Secretary shall

4
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3

6

identify in such report any impediments that may exist in

meeting such needs, including, but not limited to, any im-

pediments that may exist to the movement of agricultural

4 commodities to domestic and international markets. The

5 Secretary shall include in such report recommendations for

6 such legislative or other action as he deems necessary or

7 appropriate to remove such impediments.

SEC. 6. Whenever the Secretary determines that any

9 Federal agency, including, but not limited to, the Depart-

10 merits of Commerce, State, and Transportation, as well as

11 the Civil Aeronautics Board, Federal Maritime Commission,

12 and Interstate Commerce Commission will likely impact on

13 the agricultural industry of the United States or on rural

14 development in the United States, he shall, to the extent

15 permitted by law or regulation, participate in such proceed-

16 ing for the purpose of fostering the cause of an efficient and

17 economical transportation system for agriculture and rural

18 development in the United States.
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DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON. D. C.20250

rrlITY 13 1978

Honorable Thomas S. Foley, Chairman
Committee on Agriculture
House of Representatives
Washington, D. C. 20515

Dear Mr. Chairman:

This letter is in response to your request for the views of the Depart—
ment of Agriculture on H.R. 12917, a bill "Directing the Secretary of
Agriculture to compile and publish certain information relating to the
adequacy of a transportation system to meet the needs of agriculture
and rural development in the United States, and for other purposes."

The Department offers the following comments for your consideration:

H.R. 12917, Section 1 

USDA is in agreement with the statement of finding and declaration
contained in Section 1 of H.R. 12917 and particularly subsection 5,
concerning the responsibility of the Secretary of Agriculture.

H.R. 12917, Sections 2, 3, and 4 

Sections 2, 3, and 4 would require a comprehensive review of the entire
national- rail network. A project of such scope would fall under the
purview of the Department of Transportation.

There are two distinct aspects to such a comprehensive review:
(1) the industry structure and mainline network, and (2) the local
service or branch line network.

(1) With respect to mainlines and industry structure, DOT has been given
the authority and directive under Section 401 of the 4R Act and other
statutes to conduct such studies and make recommendations.

DOT is currently engaged in such work in the Midwest involving the
Granger railroads -- precipitated by the bankruptcy of the Milwaukee.
DOT Secretary Brock Adams has invited Secretary Bergland to participate,
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to ensure that the needs of agriculture are adequately represented. To
the limit of available resources, USDA has and will work with DOT's
Federal Railroad Administration in this endeavor.

(2) The problem of local rail service essentially is the rail abandon-
ment problem discussed in our testimony of May 10, 1978, before the
Senate Subcommittee on Agricultural Production, Marketing, and Stabi-
lization of Prices. The profitable portions of the railroad system
will continue to provide service. It is the segments of the system
which are unprofitable where the free market system will not provide
service. Thus, the problem we are addressing in Sections 2, 3, and 4
is the abandonment of unprofitable lines.

A determination should be made of which lines should continue to be
maintained as essential to the needs of agriculture and rural communities.
USDA believes that the responsibility for local rail service continuation
decisions should remain where it is -- at the State level. However,

it is imperative that the needs of agriculture and rural America be
well represented in the State planning process. It is to this end that

USDA is engaged in the demonstration projects described in our testimony

of May 10, 1978.

A very successful approach to the problem of agricultural transportation

needs not included under 4R is the one being used in Iowa. Under that

Plan the State government, the railroad and an organization of shippers

have reached agreement to share the cost of rehabilitation of the lines

that cannot be reached by 4R funds. There are likely other cooperative

arrangements between railroads and shippers which could be achieved.

These arrangements require commitment and afford good incentive to

make the project succeed. Whether the line is, in fact, necessary to

the community is tested by their willingness to contribute to its

continued maintenance.

In the Iowa example, the shippers sought Federal Government low-interest

loans for their one-third contribution towards the maintenance of the

lines. Our Farmers Home Administration, under the Community Facilities

Section of the Rural Development Act of 1972, has loaned money to the

Iowa shippers for this purpose. In some situations, USDA may be able

to serve as a catalyst in bringing about these arrangements.

H.R. 12917, Section 5 

The Department of Agriculture believes that any study of the total

national transportation system, if it could be accomplished, is within

the scope and expertise of the Department of Transportation.
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Within the transportation system, the Secretary of Agriculture has
unique expertise to identify the essential needs of the agricultural
industry. By identifying the impediments to meeting such needs, the
Secretary would be able to recommend appropriate actions to the
appropriate parties.

H.R. 12917, Section 6 

During the past year, 12,800 regulatory actions were taken which affected
.the transportation of agricultural commodities. It is urgent that the
Secretary participate in certain of these proceedings for the reasons
set forth in Section 6. Under the provisions of the Agricultural
Marketing Act of 1946 and the Agricultural Adjustment Act of 1938, the
Secretary presently has authority to participate in proceedings before
regulatory agencies and, thus, already has expertise in this area.
However, if Section 6 were enacted, it should be amended to make the
Department's participation discretionary, not mandatory, since the
Department could not reasonably expect to participate in every action
by every agency that may have an impact on the non-urban areas of the
United States. To effect this change, we recommend that H.R. 12917 be
amended as follows: Page 5, line 14, change the word "shall" to "may".

Appropriations required for administering all provisions of H.R. 12917
would approximate $1,300,000 for the first year and $1,200,000 annually
thereafter.

The Office of Management and Budget advises that there is no objection

to the presentation of this report from the standpoint of the Admini-
stration's program.

Sincerely,

Bob Bergland
Secretary
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Mr. NOLAN. We have testifying before the subcommittee toda 
Mr. Fithian, the sponsor of this legislation; Mr. Baucus ; Mr. Glick-
man; Mr. Marlenee ; Mr. Cornwell; Chuck Frazier from the NFO ;
Barbara Schlei, Administrator for the Agricultural Marketing Serv-
ice; Mr. Fields, assistant director of the international relations divi-
sion of the American Farm Bureau Federation; Mr. Glenn Sullivan,
chief economic counsel of the North American Car Corp.; and Mr.
Edwin M. Wheeler, president of the Fertilizer Institute here in Wash-
ington, D.C.
So that we might have a full opportunity to hear from all of our

witnesses and ask any questions that members of the subcommittee
might have, we would ask that each witness be prepared to summarize
and limit their testimony to 5 minutes.
The one exception to that 5-minute rule will be Mr. Fithian, the

chief sponsor of the bill, who may need a little more time to explain
the provisions of the bill and its reasons for introduction.

STATEMENT OF HON. FLOYD J. FITHIAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF INDIANA

Mr. FITHIAN. Thank you, Mr. Chairman.
I want to thank you also for, this later in the legislative season,

finding time in your schedule for this subcommittee to deal with this
legislation.

It is my hope, Mr. Chairman, that as a result of your subcommittee's
activity and work on this in the full committee that we can get legis-
lation that will approximate the Senate legislation which has already
passed with the hope that the Senate might accept voluntarily, without
conference, any changes the House might make in the legislation in
order that we actually see the legislation come into being this year.
I am appreciative of your attention to one of the most pressing prob-

lems facing American agriculture and our rural economy today—the
decline of our rural transportation system. Of course, I am pleased
that you have chosen to act on my bill, H.R. 12917, which requires a
USDA study of the rural rail system and gives the Secretary of Agri-
culture more of a voice in setting Federal transportation policy.
I believe that you are all well aware of the serious problems caused

by the current shortage of railroad hopper cars and other rolling stock.
At this time last year, this country had a small surplus of hopper cars;
now, we're short some 24,000 per day. Analysts say that the shortage
will get worse during the fall harvest season.
Prior to today's hearing, we have had one hearing in Indiana with

the ICC present. It was an excellent and constructive collection of in-
formation, I thought, in terms of what the real problems are, as well
as the tremendous impact on rural America of the shortage of cars.
In Indiana, the problem already is severe. Our State ASCS office sur-
veyed all of the grain elevators in Indiana about the impact of the car
shortage last month, and the report was disturbing:
Indiana Farm Bureau's Grain Division reported that their main

elevator in central Indiana is not receiving cars and that they are
short 1,000 hopper cars per month.
Some elevators are closed from 3 to 7 days per week because they

can't move the grain now on hand and their bins are full.
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Many elevators have given up on moving grain by rail and are
now having to ship by truck—something which we must watch with
concern as we consider energy use, since railroads use less than one-
third as much fuel as trucks, on the average, to move big loads.
One elevator manager estimated that the total impact on his farmer

customers as a result of the car shortage was 25 to 30 cents per bushel.
We all know what happens to elevator operators and what they do

when they face late delivery charges or extra interest on extended loans
or when they cannot fulfill a contract. Their losses are passed along to
farmers.
Indiana farmers are losing about a dime a bushel on corn right now

as a result of the hopper car shortage, according to the best estimates
that I have seen. I suspect this is reflected in other States such as
Iowa and most of the Midwestern States that I am familiar with.
That reduces farm buying power at a time when the entire rural

economy is in very great need of income. But, more than that, it is
probably impossible—certainly, we have not been able to come up with
the statistics—to know what the further cost is, not in terms of the
additional shipping charge, but in what it costs farmers and the farm
economy in terms of lost market opportunities.
Many farmers are unable to deliver corn at the contracted date

because the elevators could not move their corn and could not get it
to the terminal on time. So, while that figure is hard to come by accu-
rately, we do know that it is a very substantial amount over any crop
year.
The hopper car shortage is only the most visible of the problems in

the transportation industry in rural America. Two major carriers
of grain are currently reorganizing under section 77 of the Bankruptcy
Act. A record number of rail abandonments are being proposed. In-
creased operating costs of railroads have resulted in decreased rail bed
repairs, fewer car purchases and less work on car maintenance.
I might add here that I wish it were under the jurisdiction of this

committee such that we could do something about regulations which
prohibit the bringing in or the purchasing of needed hopper cars from
foreign countries. But that is a matter to which I will address myself
at another time in another committee.
The national transportation system is particularly important to

agriculture and the growth and expansion of rural America which
may, in no small part, depend on the adequacy of the transportation
system serving that area. That is why I believe we need the legislation
before this subcommittee today.
Although a number of Federal agencies regularly examine and

deal with transportation problems in general, including the Depart-
ment of Transportation and the Interstate Commerce Commission,
only the Department of Agriculture has the expertise and understand-
ing of rural life and agricultural affairs to provide the perspective
we need now on how the transportation problems of rural America
can be answered. Nobody seems to be attending to that particular part
of our transportation problem.
Mr. Chairman, my bill gives us the mechanism needed to identify

the transportation needs of rural America. It would put the Secretary
of Agriculture in a better position to influence transportation decisions
affecting the agriculture industry. And it would provide a regular
public focus on the inadequacies of rural transportation through a
comprehensive report to be published by January 1, 1980, and sub-
sequent annual reports.
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The need for this legislation was clearly spelled out in May by

Howard Hjort, USDA's Director of Economics, Policy Analysis, and

Budget. He told an interviewer:

It's time USDA initiated a proposing role, instigating changes, adding mor
e

cars to relieve the agricultural transportation needs. . . . We've always 
had

the idea that agencies like ICC and the U.S. Department of Transportation 
are

sufficient to take care of the transportation needs of the country. But our
 recent

experiences with transportation bottlenecks—especially as this country'
s agri-

culture becomes more export-oriented—says USDA must gear up to tak
e hold

of this situation.

I might also add that this legislation is supported by the Interstate

Commerce Commission. ICC Chairman Daniel O'Neal, testifying last

September on the companion legislation in the Senate (S. 1835) to

this bill, said:
An identification of the agricultural industry's needs could be of benefi

t to

the farmer, the processor and the consumer. It would also aid the Com
mission

in its deliberation, and might also be of benefit to the Department of Tra
ns-

portation in meeting its planning responsibilities.

Clearly, the need for this legislation is recognized by those who

are involved in this problem on a day-to-day basis.
I would suggest, Mr. Chairman, that your subcommittee favorably

consider two technical amendments of a clarifying nature as you

work on this bill. It should be made clear that rural transportation

needs include carrying of inputs, as well as farm products, so that

the importance of carrying fertilizer to farmers is examined. Plus,

to avoid any oversight, we should clarify that farm commodities in-

clude forest products. I understand that the railcar shortage applies

with equal severity to timber transportation, a matter which I'm sure

can be examined more fully by members of this subcommittee from

timber-producing regions. These issues could perhaps be settled either

by amendment to the language of the legislation or by quite specific

report language.
Let me also caution this committee against weighting this legisla-

tion with wide-ranging amendments. It was not my intent in offer-

ing this bill to solve the rural rail problems we see around us; it was

my hope that this bill would give us a better picture of the problems

and the mechanism we need to begin to solve them. We dare not mov
e

into areas beyond the reach of our committee, or should we risk killing

this bill by loading it down with amendments which will never surv
ive

a conference with the other body. Legislation identical to my bill
 al-

ready has passed the Senate, and I'm sure my colleagues recognize th
e

difficulty of arranging conference committee meetings at this late

point in the legislative session. We should not hesitate to improve th
e

bill, but we should not so overload it as to impede its progress into la
w

or raise jurisdictional conflicts with the Commerce Committee.

I think we could pass this legislation with strengthening amend-

ments by this subcommittee. I think we could pass it in the House. Th
e

question is, given the tremendous backlog in the Senate—they are n
ow

more than 21/2 months behind the House legislatively—I really do
 not

see how it is possible to get a meaningful shot at a conference wi
th the

Senate to iron out large, major differences.
What I would propose, therefore, is that we move as rapidly 

as we

can on this companion piece of legislation to create a situati
on which

directs the USDA to study and report back to this committee and
 the
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Senate Committee on Forestry and Agriculture on the results of their
findings as to what kinds of things need to be done and should be done
and must be done if we are going to have a meaningful and useful
rural agricultural system.
We are simply in a situation where practically everybody but the

farm sector is involved in agriculture and probably nobody more than
the farm sector is in need of having its input into the whole trans-
portation system.
So, I am arguing the case that we should enact this legislation in

order to thrust the USDA into a role which I think it should have
been involved in long ago.
Mr. Chairman, all signs point to the likelihood of a worsening situa-

tion of the railroad industry in rural areas. The Federal Government
needs to examine this problem from an agricultural-rural perspective
and provide more input into policymaking for those who represent
America's farmers. Farmers are looking to this committee for some
help in dealing with the current railroad crisis, and I believe my bill
is a good first step in meeting their needs.
So I urge this committee to favorably act upon H.R. 12917.
I would be happy to answer any questions at this time, Mr. Chair-

man. And I would also ask permission of the Chair to sit with the sub-
committee, at least until the FIFRA conference starts at 3 o'clock, in
order that I might ask questions of the witnesses. Thank you for your
consideration.
Mr. NOLAN. We would be delighted to have you sit as a member of

the subcommittee in this hearing, and, of course, we want to invite you
back for the markup which, I believe, will be tomorrow sometime. Are
there any questions of Mr. Fithian?
[No response.]
Mr. NOLAN. Thank you, Mr. Fithian. I now yield to Mr. Grassley.
Mr. ,GRASSLEY. Mr. Chairman, I ask unanimous consent to have the

statement by Congressman Charles Thone, a member of the full com-
mittee, in support of this legislation inserted in the record.
Mr. NOLAN. Without objection, it is so ordered and will appear in

the record at this point.
[The prepared statement of Mr. Thone follows:]

STATEMENT OF HON. CHARLES PHONE, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF NEBRASKA

Mr. Chairman, the family farmer is beleaguered on all sides. He's at the mercy
of the weather, the government may not allow him to kill the pests, such as grass-
hoppers, which are attacking his crops, he can't set his own price for his output
and he even has to pay a penalty if there's a shortage of boxcars to move his grain.
In most businesses, a producer gets more for his output when his transportation

costs rise. In the grain business, however, it is the producer who pays the extra
transportation costs. In my State of Nebraska right now, farmers who live in
areas of boxcar shortages are receiving 10 to 20 cents less per bushel for their
grain than farmers who live where cars are available.
Mr. Chairman, I am testifying on behalf of H.R. 12917, which I am cosponsoring

with Mr. Fithian. It certainly offers the promise of bringing some order out of
chaos—the promise of bringing some improvement in the availability of railroad
cars.
The bill provides for a study by the U.S. Department of Agriculture to deter-

mine the needs of the farmers for transportation, the availability of equipment,
a forecast of future needs and equipment and suggested steps for meeting the
needs. It is with calculation that we have directed that this study be made by the
Department of Agriculture. The Interstate Commerce Commission has shown
itself to be largely uninterested in the needs of farmers and ineffective at taking
steps to meet those needs.

33-650 0 - 78 - 3
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For a 19-week period of 1978, there was an average daily shortage of 37,000
covered hopper cars. It is understandable when cars are short for a brief period
at a peak season for moving grain. Nebraskans have been living with a shortage
of cars for moving grains constantly since last fall.
Most of the cars that have been made available have been provided for the big

shippers on the main lines. A few months ago, the ICC issued a 90-day order
intended to make more cars available for small elevators on branch lines but did
virtually nothing to enforce it.
The study that would be authorized by this legislation will be particularly

important for my State of Nebraska. Our grain is farther from ports and major
markets than that of almost any State. We're farther away from the gulf ports
than most people who ship there. Similarly, we're farther away from the west
coast, from the Great Lakes and from the Mississippi River than most who ship
to those destinations.
Nebraska now produces approximately two-thirds of its wheat for overseas

sale, along with about half its soybeans and a third of its feedgrains. There are
predictions that these percentages will increase. For example, its been forecast
that our sale of feedgrains abroad will rise from about one third of the total to
a half. If we can't get the boxcars to move present percentages to ports, how are
we going to provide the transportation for much greater percentages and
quantities?
Mr. Chairman, it is my belief that H.R. 12917 will provide answers to some

of our questions about transportation for agriculture products. It should point
the way for solutions. I enthusiastically urge its adoption.

Mr. NOLAN. We will now call upon the Honorable Dan Glickman,
a distinguished member of the full committee and a distinguished
Member of Congress from the great State of Kansas.

STATEMENT OF HON. DAN GLICKMAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF KANSAS

Mr. GLICKMAN. Thank you, Mr. Chairman.
I appreciate the opportunity to be able to testify and to support the

bill offered by Mr. Fithian. As a cosponsor of this bill I obviously
support it, therefore I will not dwell on that but will instead share
with you some of the reasons I decided to cosponsor the Fithian
legislation. It would be an understatement to say, Mr. Chairman, that
the railcar shortage has wrought havoc in grain-producing areas.
Everybody knows that.
On top of the pricing problems in this country and transportation

problems generally, farmers are again getting the short end of the
economic stick. This time it is not clear whose fault it is, but I be-
lieve that this bill properly begins to address the problems that occur
perennially.
That is a point I would like to stress. Every year this happens.

Maybe this year it is a little worse than other years. So, we need to
deal with the problem in a manner that will prevent recurrence so
we do not have to come back next year and face the same thing again.
The rail car shortage is nothing new. We've had shortages for

several years now and there have been several investigations, but no
solutions. According to last week's newsletter from the Kansas Grain
and Feed Dealer's Association, the total capacity of available boxcars
and hopper cars has decreased by one-third in the last 23 years. In
1955, total capacity exceeded 1.4 billion bushels; today the figure is
closer to 900 million bushels. The problem has been more severe in
some years than others, but we clearly have an increasingly serious
situation.
This situation is one that we cannot take lightly. It affects a large

part of our economy, not exclusively the agricultural sector. It directly
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affects diverse industries in a number of States—chemical production,
petroleum development, steel production, and virtually any industry
that relies on rail service for bulk shipping. The effects are par-
ticularly serious in my State of Kansas due to our heavily agriculture-
oriented economy and its reliance on rail transportation.
The most immediate threat of the rail car shortage is a loss of wheat.

Many country elevator operators have had to pile their wheat outside,
exposed to the weather, due to lack of room and inability to get the
needed cars to ship the wheat with. A heavy rainfall could cause
thousands of dollars of damage to an elevator operator. At the same
time, the terminal elevators are far from full. The means just aren't
available to get the grain moved.

Unreliability of the railroads has forced many in the grain and
feed industry to rely more and more on trucking to get their products
to market. That means shipment costs 5 to 7 cents more per bushel
and uses three times as much energy on the long haul as railroads.
The added cost burdens are too much for our farmers to stand when

grain prices are depressed. And when the prices are good, high trans-
portation costs can effectively keep them from moving their grain to
the marketplace. Consumers, too, have reason for concern. Those higher
transportation costs will also be felt at the other end—in higher food
prices at the grocery store. Those of us on the Agriculture Committee

have heard all too often how angry that makes consumers. Once again
this points out where farmers and consumers share an interest. Reli-
able, efficient, reasonably priced transportation can serve them both.
The Interstate Commerce Commission has tried admirably to solve

the problem by issuing a series of service orders. However, I have seen
reports that service orders are frequently ignored by the railroads. One
service order now in effect sets a 24-hour standard for cleaning and
repairing cars. One Kansan involved in the railroad business told me

that in some cases it takes as long as a month to get a car back from

being cleaned. According to testimony submitted to the Senate Com-

merce Committee by Farmland Industries of Hutchinson, Kans., the

order has been of "little or no effect."
I am convinced that the reason we continue to face these shortages

is that we have only paid attention to the problem for the 2 months of

the year that it is the most severe. To keep it from recurring, we are

going to have to give the problem some real attention—rhetoric is not

the answer. The bill this subcommittee will mark up tomorrow will

provide for an ongoing study and surveillance of the situation. Now

we will have people working on the problem 12 months instead of 2

months out of the year.
I believe that Mr. Fithian's bill is a good start. I believe, however,

that this committee should encourage even more activity than that.

In an effort to see that we come up with the needed response to this

recurring problem, I wrote to Comptroller General Staats recently

requesting that the GAO take a thorough look at the facts which have

caused the railcar shortages and the Government response to see what

we can do to prevent a recurrence. The GAO has advised me informally

that they will look into the problem later this year so we can have basic

information from which to work. I am again contacting the' GAO

today reenforcing my concern that an investigation be conducted. I

would, of course, welcome supportive letters from other Members. of

Congress. A GAO study could provide a valuable base of information

on which the Department of Agriculture could build.
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At the back of my statement, Mr. Chairman, I have attached a copy
of the letter I sent to Mr. Staats today which is a followup. They indi-
cated to me that an investigation would be forthcoming on at least
why they believe present structure of the rail system in this country
encourages shortages during harvest time of the year.
I would hope that this committee, as well as members of this com-

mittee, would follow up to insure that that investigation does occur.
As we know, the GAO has resources and can do a long, indepth study
that we in Congress cannot.
In closing, I would like to suggest one area in which the subcom-

mittee might beef up the Fithian legislation. I realize, of course, that
Mr. Fithian indicated in his statement that he does not want to see
any major tinkering with the legislation so we can at least get this out
faster, hoping that the Senate and the House are substantially the
same, and I understand that.
But I present this at least for consideration.
The bill effectively deals with assuring that our Nation's rail infra-

structure will not overlook the needs of rural America in a vigorous
farm economy. However, I do feel that the report required by the
Secretary should focus on impediments to service where the rail system
is already in place.
For example, attention should be given to means of expediting re-

pairs of needed equipment and procedures for allocation of cars to
areas where they are needed. As I had mentioned here earlier, rail
users in my part of the country have been forced to look to other
modes of transportation because of the unreliability of rail service.
This is of equal, if not more, importance to rural Americans, and
I hope that the subcommittee would appropriately expand the man-
date included in this bill.
Now, perhaps this can be done without making specific changes in

the bill itself.
All I am saying is that the Secretary should be given authority

to look, to the extent that he can jurisdictionally, at existing problems
within rail services rather than just generally looking only at what
the future needs in transportation in rural America are.
I believe the problem will come up every year, as I said before. It

affects the lifeblood of rural America because if you cannot ship the
grain to market, it is worthless to produce it in the first place.
I thank the subcommittee for permitting me to testify.
Mr. NOLAN. Thank you very much for your most valuable testimony,

and without objection the letter you submitted will be placed in the
record at this point.
[The letter submitted follows:]

CONGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES,
Washington, D.C., July 19, 1978.

Hon. ELMER STAATS,
Comptroller General of the United States,
General Accounting Office,
Washington, D.C.

DEAR COMPTROLLER STAATS : Following up on my letter to you last week, I have

now received the acknowledgement sent by Mr. Vincent Griffith in the Office of

Congressional Relations, and my staff has discussed my request with Mr. Herb

McClure of the GAO staff.
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It is my understanding that the GAO will conduct the investigation I requested
in that letter and will prepare a report on the current situation with recom-
mendations for needed legislative and/or administrative changes to prevent
future shortages. Recognizing that the GAO rail staff is now involved in another
research endeavor, I expect to be hearing from the GAO in September when I
understand the work I have requested will be getting underway.
Though by then we will have passed the present shortage period, I am inter-

ested in seeing a thorough piece of work in this area which will provide a
basis for preventive action by the Congress. I appreciate the prompt response
to my request and look forward to working with the GAO as this study
moves along.

With best regards,
DAN GLICKMAN.

Mr. NOLAN. Are there any questions of Mr. Glickman?
Mr. FITHIAN. I would just like to raise this question.
It has been called to my attention, after the bill was introduced and

you cosponsored it, Congressman Glickman, that the definition of the
agricultural economy was not entirely clear in that it included such
things as forest products and fertilizer shipments in and out of the
rural areas.
I am amenable to having that construction placed on this legislation

or alteration of the language in such a way as to accommodate that.
But, as one of the cosponsors, how would you feel about that?
Mr. GLICKMAN. My only caveat is this. Do we get into an area where

we could, conceivably, construe hundreds of additional products as
agricultural? In this case, we are asking the Secretary of Agriculture
to study the entire means of transportation in this country.
Mr. FrrniAN. Perhaps, either in the report language or some struc-

tural change in the bill, Mr. Chairman, we could spell out that which
this committee accepts automatically—that is, forestry is a part of
agriculture and that is why it is in this committee, and add to it the
forestry and fertilizer industries.
Mr. GLICKMAN. Again, I would make the point that what prompts

these hearings and what prompts your bill, I assume, is the perennial
shortage of railcars to deliver agricultural commodities, primarily
grain. That is where the real problem area comes in. So, I would hope
that—whatever language we put in—that that remains the chief focus
of what the Secretary is supposed to do.
Mr. FITHIAN. Thank you, Mr. Chairman.
Mr. NOLAN. Thank you very much, Mr. Glickman.
There are no additional questions.
Mr. GLICKMAN. Thank you.
Mr. NOLAN. The next witness is Mr. Chuck Frazier representing the

National Farmers Organization.
Mr. FRAZIER. Thank you, Mr. Chairman.
In keeping with your request, I should like to submit my prepared

statement for the record.
Mr. NOLAN. Thank you.
Without objection, your full statement will appear in the record at

this point.
[The prepared statement and attachments thereto submitted by Mr.

Frazier follow:]
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STATEMENT OF CHARLES L. FRAZIER, DIRECTOR, WASHINGTON OFFICE,
NATIONAL FARMERS ORGANIZATION

Mr. Chairman and Members of the Committee, it is a pleasure
to appear briefly before you today to discuss the adequacy of
our rural transportation systems, particularly the service fur-
nished by the railroads in moving our farm commodities.

In the National Farmers Organization, we are confronted
with serious shortages and delays in moving grain by rail. We
have lost sales, and been forced to pass up sales that could
have been made for our members, because of the inability to
order cars with any assurance that they would be available in a
timely manner.

We endorse H.R. 12917 and encourage early action to move it
forward in the Congress. Although I think it is apparent that
the bill does not create any special authority to save branch
lines serving agricultural communities or authorize the Secretary
of Agriculture to move forcefully in behalf of shippers who need
railroad cars at a particular time and place, it will serve a
worthwhile purpose.

The study and reporting sequence established in the proposed
legislation can be used to establish a source of reliable and
consistent data on the agricultural requirements for adequate
rail transportation. Something will be gained if agricultural
shippers are afforded an objective channel through which all of
our requirements may be summarized and established. This may
lead to the consideration of a system of priorities or goals
that will reverse the decline in both the quality and the quantity
of rail transportation experienced especially by small shippers
for several years.

For example, the head of our own traffic section recently
described the problem in these words. He said, "it seems that
the carriers are not efficiently seeking a solution but rather,
are attempting to force the grain marketing procedures to adjust
to the railroads' capabilities. They do not recognize that their
business is to provide transportation for goods produced."

He cited numbers recently published by the A.A.R. showing
retirement of boxcars and covered hopper cars in excess of new
car replacements. The total ownership of boxcars and covered
hopper cars declined respectively by 38,070 and 703 from May 1,
1977 to May 1, 1978. This trend apparently is continuing in
spite of the larger crops of recent years and the prediction
that our agricultural exports could reach a record level of $25
to $26 billion this year. We cannot move to port the equivalent
of 40% of the world's wheat exports, 60% of the feed grain ex-
ported and about half of the soybeans moving in all foreign
trade, without a balanced transportation system that will move
the commodities from the small rural shipping points, when we
have sales and want to move them.
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One suggestion is offered to make H.R. 12917 a stronger bill.

Let us assume for the moment that the regulatory agencies are

confronted with about all they can handle in the field of rate

determination and other activities that are bound up in old out-

dated procedures. Responsible officials speaking for the rail-

road industry in the recent informal discussion conducted by

the Chairman and a number of Members of the Committee flatly

stated that the return on large covered hoppers was not sufficient

to warrant increased purchases at current prices. We know that

road beds have been permitted to deteriorate in recent years and

the quality of service for the small shippers has declined in

favor of the long haul, large volume shippers.

Perhaps a section should be added to this bill authorizing

the Secretary of Agriculture to call on the major railroads to

come forth with statements, as they may apply to the movement

of farm commodities, of their plans to replenish rolling stock

and repair road beds to meet our future requirements. If the

major railroads are going to continue to pursue policies of di-

versifying their investments and neglecting service for small

shippers because of what they perceive to be the economics in-

volved, then shippers and their representatives in the Congress

could examine such other alternatives as may be available.

Although the problem we commonly know as car shortage used

to show up only at harvest time, or in time of war, it now extends

over most of the year. The whole structure is antiquated. If

the Secretary of Agriculture is going to spend time and money

assembling information, he might as well also call on the manage-

ments of the major road systems to tell us what they have in mind

for the future. If we must devise and operate some different

rail system to move farm commodities, we probably should get on

with it.

Attached for your information is a Statement of May 16, 1978,

prepared by Mr. C. G. Buchheit, Traffic Consultant to the National

Farmers Organization. Mr. Buchheit has pointed out that some

carloads of our grain move at a rate of approximately 8 miles per

day as they are handled on some of the major roads. He has

raised a serious question as to whether the railroads should be

held responsible for some compensation by those shippers who

experience unjustified delays in moving cars that they own or

lease in an effort to move their commodities.

In the Exhibit enclosed with that Statement, he has traced

the move of a few cars to illustrate his contention that a number

of the railroads are doing a very poor job of moving loaded cars

in a timely manner and spotting empties ordered by the shippers.

If we may be of any further service, please do not hesitate

to call on us.

(The attachments follow.)
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Grain Car Supply - Rail Service

The 1960's and 1970's witnessed the highly technical development

of a system of Transportation to orbit the earth and put men on the moon.

During this same period the Railroads of America have had progres-
sively worsening Grain Car shortages to the point that the I.C.C. has
termed the present Grain Car shortage the worst shortage in a decade.

While it is commendable that some carriers are substantially
increasing their covered hopper car fleets, the most positive way to
alleviate the grain car shortage is for the Nation's rail carriers to
"clean up their act."

c?0,14e,/,;&e LEGAL
FOR AGRICULTURE THROUGH NFO1 EFFECTIVE

FAIR
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Rail Service -2- May 16, 1978

When records of movement indicate that some carloads of grain
apparently moved at the rate of approximately 8 miles per day it is
obvious the Carriers themselves are the initial and prime cause of
the car shortage.

I shall recite a condensed history of the obviously poor handling
of some N.F.O. grain loads. These examples occurred on the rails of
the Carriers to which this letter is addressed and is Exhibit I to this
letter.

Though I am aware there could be operational problems and procedures
Involved relative to the interchange of cars, these archaic practices
are not conducive to the maximum utilization of cars. The possible
curtailment of service and power results in the added length of time
cars are idle but this condition is a carrier deficiency not a problem
of shippers and compounds the car supply problem.

Surely slow and inefficient service such as these cars received
Indicate the Carriers in a very large part are contributing to the
car shortage. The seven point program (suggested by a carrier official)
which was reported on page 38 of the 4-17-78 issue of Traffic World is
not an acceptable solution from a shippers point of view. Reflect for one
moment! Would the suggested solutions such as reducing Free Time to 12
hours, doubling the demurrage charges and eliminating Free Time on Sat-
urdays, Sundays and holidays as well as eliminating average agreement had
any bearing on the detention to the cars in question? The obvious answer
is an emphatic NO! The Carriers alone were solely responsible for the
excessive time these cars were tied up thus contributing to the car short-
age.

The I.C.C. should give more than lip service to the situation. A
quote from Mr. Joel E. Burns, Director I.C.C. Bureau of operations as
published on page 13 of the 4-3-78 edition of Traffic World reads, "The
Key to alleviating the present severe shortage of railroad freight cars
in the United States is the proper utilization of equipment." That's an
obvious fact but how do we go about forcing the Carriers to effect efficient
utilization on their part? It's like saying, "when you're sick-you don't
feel well."

Take particular note that most of the cars involved in these examples
of detention on the part of the Carriers are cars under lease to National
Farmers Organization who are assessed monthly rental charges yet denied
efficient use of the cars because of the poor handling. Shippers have
been forced into buying or leasing cars, thus relieving the Carriers of
their responsibilities to furnish cars. This is a savings to the Carriers,
yet their inefficient handling minimizes the opportunity of a shipper to
earn mileage credits to attempt to off-set some of his costs. The pay-
ment of mileage allowance is not the complete answer in reimbursing the
shipper for his investment in having his own cars. There must be a "time
allowance" or a "time mileage allowance" developed for the use of private
equipment.

Can't the I.C.C. put some teeth into a Service Order directed toward
penalizing Carriers and compensating Shippers for the excessive delay to
shipper private equipment? This Service Order as a temporary measure
pending a determination of a workable "time" or "time-mileage" program.

33-650 0 - 78 - 4



22

Rail Service -3- May 16, 1978

Understandably economics has dictated there are 
some locations and

branch lines where there is only tri-weekly, bi-
weekly or weekly service

and seeming delays will happen. Question. What recourse is there for a

shipper at the present time? Lease payments by the Lessee go on yet his

car sits idle. A per diem allowance system should be develop
ed. Shipper

owned or leased cars are captive to the service 
schedules as well as the

inefficient handling by the carriers of both lo
aded and empty cars.

The grain car shortage is an undeniable fact and
 inflicts financial

injury upon the grain shipper. The carriers' inability to furnish cars

within a reasonable time results in penalty char
ges many shippers are

assessed for late deliveries. An added cost to the shipper who leases

cars is the monthly rental charge which goes on 
even though cars are

either grossly mishandled and delayed or approp
riated by the carrier.

How can the T.C.C. grant approval of the current
 Ea:Parte 349 request

for a rate increase when the Carriers are givin
g inefficient service as

well as curtailing service? Another increase is an announcement that the

Carriers can charge more for granting less.

The Commission must give serious consideration 
to the tremendous

back-log of unshipped grain caused by the car s
hortage. Shippers have

been penalized by late delivery charges and it i
s improper to grant the

bonanza of a rate increase to the Carriers. Surely a delay is most

appropriate on any increase to the rates on gra
in, soybeans and related

commodities in view of the Carriers current inab
ility to furnish suitable

cars.

The problem of excessive unproductive time grain
 cars experience while

in the Carriers' position can't be solved with a
 rate increase but rather

the Commission should compel the Carriers to ope
rate more efficiently

instead of penalizing the Shippers with higher 
freight bills for lower

grade service.

ruly,

C.G. Buchheit, Traffic Consultant

CGB:eg

Enclosure
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EXHIBIT I

Example 1. U.S.L.X. 7277, 7345, 7318
A. Boyleston, Indiana to Birmingham, Alabama via NW-Danville,

Illinois - L&N.
B. Billed at Boyleston 4-8-77
C. Cars delivered to L&N at Danville at 7:00 PM 4-18-78

The approximate N&W mileage from Boyleston to Danville is
80 miles. The elapsed time between 4-8 to 4-18 of 10 days
equates to about 8 miles per day.

Example 2. SAL 31223, SCL 240811, SCL 241100
A. Huntington, West Virginia to Owensboro, Kentucky via

C&O - L&N.
B. Loaded grain cars refused at Huntington and cars ordered

to Owensboro at 3:15 PM 4-7-78

sA.13?223 - c&o iii led thl: car throurh Winchester, Kentucky
to Lexington, Kentucky and then back-hauled car to Winchester
for delivery to L&N at 1:00 PM 4-17. The approximate C & 0
mileage from Huntington to Lexington (passing through Winchester)
is 141 miles. In excess of 1 week to travel this distance.
SCL 240811 - C&O returned car from Lexington to Winchester
and delivered to L&N at Winchester at 6:00 PM 4-19. Note a
further record indicates that at 5:55 PM on 4-24th this car
departed Louisville enroute to Owensboro. From the time the
car was received by L&N at Winchester until it departed from
Louisville 5 days had elapsed and car had moved slightly over
100 miles between Winchester and Louisville in this 5 day
period.
SCL 241100 - Records show this car arrived in Lexington at
5:00 PM 4-19th and apparently received more expedited service
as it departed Louisville at the same time as car SCL 240811
and presumeably made the same back-haul movement Lexington to
Winchester thence again through Lexington toward Louisville.

Example 3. U.:1.L.X. 7356, 7271, 7275, 7287
Empty carr being returned from Pacific Northwest destined
Broken Bow, Nebraska.
A. All arrived Inner Bay, Washington at 3:00 PM 4-18
B. All arrived Spokane, Washington at 3:45 PM 4-21
C. All departed Gillette, Wyoting at 8:00 AM 4-26
D. All departed Edgemont, South Dakota at 12:30 AM 4-28
E. All departed Alliance, Nebraska at 5:00 PM 4-30
F. All arrived Aurora, Nebraska at 6:00 PM 5-1 (beyond Broken

Bow)
G. All departed Aurora approximately 11:30 AM 5-4
H. All set at Broken Bow at 8:30 AM 5-5

This represents 16 plus days in transit empty but note
particularly cars were idled in Aurora from 6:00 PM 5-1 until
about 11:30 AM 5-4. Idle time approximately 65 hours.
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EXHIBIT I (cont)

Example 4. U.S.L.X. 7207
A. Loaded car at Oka Siding, Montana billed 4-28-78 and

not forwarded until 5-4-78.

Example 5. U.S.L.X. 7214
A. Empty car for return to Inverness, Montana and sub-

sequently changed to OsweKo, Montana.
B. Car appropriated by Milwaukee Railroad as empty car

waybill, after several deletions, ultimately showed
"Thunder Hawk, South Dakota" and car spotted for load-
ing by Farmers Coop at Thunder Hawk.
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Mr. NOLAN. Thank you.
Are there any questions? [No response.] Mr. Frazier, we thank you

for your excellent testimony.
Mr. FRAZIER. Thank you, Mr. Chairman.
Mr. NOLAN. Our next witness is Ms. Barbara Schlei, Administrator,

Agricultural Marketing Service of the USDA, accompanied by Mr.
Paul Mills and Mr. Lee H. Keely, Transportation Services Branch.
Without objection, your full statement will be inserted in the record

at this point.
[The prepared statement and attachments thereto submitted by Ms.

Schlei follow:]
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Statement of Barbara Lindemann Schlei
Administrator, Agricultural Marketing Service

U.S. Department of Agriculture
on

H.R. 12917
before the

Subcommittee on Family Farms,
Rural Development, and Special Studies

Committee on Agriculture
U.S. House of Representatives

July 19, 1978

Dear Mr. Chairman and Members of the Committee:

I am pleased to be here today to present the views of the Depart-

ment of Agriculture on H.R. 12917 and the rural transportation

problems to which the bill is addressed.

Before turning to H.R. 12917, however, I want to discuss on

behalf of Secretary Bergland and myself the concern shown by

Chairman Nolan and Senator Anderson in jointly urging the President

to establish a task force to work cooperatively with Congressional

leaders to seek solutions to the current railcar shortage. As the

Secretary pointed out in reply to the suggestion, the Department of

Agriculture has the responsibility to assist in improving trans-

portation services to agricultural producers, shippers and rural

communities and to work with the Interstate Commerce Commission,

Department of Transportation, the Congress, and various State

agencies to achieve that end. We are currently working with them

on these issues.
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If I may, I shall briefly describe some of the transportation

problems facing agriculture and what USDA is doing to try to help

before discussing H.R.12917.

The Impact of Transportation on Agriculture 

There is no independent transportation system for agricultural

commodities. Agriculture uses the general transportation system

and its needs must be analyzed in that context. Because of the

importance of transportation to agriculture and the unique impact

which transportation costs have on the farm value of agricultural

output, the Congress has directed the Secretary of Agriculture to

assist in obtaining equitable transportation rates and facilities

for agricultural products and farm supplies.

The transportation system is particularly important to

agriculture because of the perishability of many foods. Fresh fruits

and vegetables and meat cannot be stored awaiting transport service;

thus, a responsive transportation system is essential.

Transportation is the third largest component of the agricultural

marketing bill, ranking behind labor and packaging. In 1977, it

exceeded $10 billion, 8 percent, of the marketing bill.

Rail and truck rates have increased substantially during

recent years. During the last 10 years, a rail freight rate of

$1.00 per hundred has risen to $2.55. Just a few years ago, fresh

produce was moved by truck from California to New York for $1,400

to $1,600 a load. Today these loads range from $2,400 to $3,000.



28

3

The cash price of $3.20 per bushel for wheat at Minneapolis

returns to the farmers in Williston, North Dakota, only $2.56 less

elevator charges after 64 cents of rail freight is deducted.

Inadequate or inefficient transportation adds costs. Grain car

shortages result in reduced grain prices at country points, and unnec-

essary scarcities of grain at receiving points. Shortage of transport

to haul perishables can result in actual loss of a portion of the crop.

Some of the problems in agricultural transportation today are

the car shortage, trucking inefficiencies, peak season pricing, rail

abandonments, and rural roads.

The Car Shortage Problem 

The attached exhibit A shows monthly averages of the reported daily

shortages of covered hopper cars for each year since 1970.

Shortages of these cars to move grain have been with us in each

of those years, although in varying amounts and at different times

of the year.

In 1970, there was a continuous shortage throughout the year

with the highest monthly average reaching 4949 cars during February,

while in 1971, there was a surplus of cars during much of the year,

particularly during the harvest months. Car surpluses were the

rule in 1972, until sustained exports, particularly to the Soviet

Union, began moving in large amounts late in the year. For 17 months,

from December 1972, to April 1974, there was a critical shortage of

cars to move grain, reaching a record of 15,992 cars during March 1973.

The balance of 1974 and 1975 were more normal years with minor
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shortages during the fall harvests. The year 1976 showed relatively

minor shortages during the summer and fall harvests while 1977 began

with substantial shortages during February and March, improved

with insignificant shortages during the summer harvest, but got worse

quickly in November and December as prices began rising and

exports increased. The shortages during the first 5 months of this

year, all non-harvest months, dramatically show the extent of the

current car shortage problem. The monthly average of shortages

reached 35,807 cars in April--more than twice the previous record

high. The reported shortage declined some for May, down to 29,985,

but still nearly doubled the record high.

We see no lessening of the demand for railcars for at least the

rest of the year. Wheat stocks on June 1 totaled 1,174 million

bushels, the largest on this date since 1963, and six percent more

than a year ago. June 1 feed grain stocks totaled 87.4 million metric

tons, a fourth more than a year ago and the largest since 1973. The

indicated harvest of wheat for this year is likely to be down

slightly while feed grain and soybeans production may be about the same

as a year ago, depending upon weather conditions this summer.

The kinds of data shown on exhibit A are what we are trying to

put together, and interpret, for the staff at the Interstate Commerce

Commission.

Very briefly, a few causes of the shortage are as follows:

-Severe winter weather conditions, including blizzards

thoughout the Northern tier of the United States,

interrupted railroad operations and trapped numerous

33-650 0 - 78 - 5
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freight cars in the East. This resulted in extreme

congestion and poor freight car utilization.

- A lack of motive power to move trains in road haul

service coupled with cold weather conditions

necessitated a reduction r train length. Thus,

through trains were using, the same amount of power

to pull shorter trains.

- The bad order ratio (rail cars unfit for loading)

grew steadily as many of the nation's railroads

continued to defer repair of bad ordered cars.

Likewise, many locomotives were bad ordered because

of electrical generators that shorted out due to

light, dusty snow.

- A prolonged strike at one of the largest manufacturers

of jumbo covered hopper cars delayed delivery of

additional equipment to the national fleet.

- Poor maintenance of tracks has resulted in the

imposition of "slow orders" by the Federal Railroad

Administration. There are six granger railroads

with nearly 25,000 miles of tracks that are currently

under FRA slow orders. Inability to move cars with

dispatch seriously cuts railcar utilization

- As shown on the attached table, there has been a

dramatic reduction in the number of 40-foot narrow

door boxcars that are badly needed for loading

baled cotton. These cars are also needed for grain
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loading on lines where weight restrictions do not

permit the loading of jumbo covered hoppers. While

there was a net gain in the number of covered hopper

cars from 1972 to 1978, these figures do not include

a net increase during that same period of 33,428

cars in this type of equipment that are under the

exlusive control of shippers and car companies.

- During the last 2 years, market conditions led to

a build up of grain stocks on farms and in country

elevators resulting in large carryover stocks. The

rise in grain prices early this year triggered

substantial selling by farmers and created unprece-

dented demand for rail movement.

- The acquisition of new equipment has not kept pace

with the retirement of older cars thereby creating

a direct loss in total carrying capacity.

Of course the above list is not all inclusive. There are other

factors which contributed to the overall situation. While the

weekly grain car loadings nationwide have been increasing and the

daily average shortage of both box and covered hopper cars has declined,

we are of the opinion that the situation will not improve signficantly

until after fall harvest of feed grains and soybeans.

Under the Commission's present regulations, IPD funds can be

spent on repair and maintenance only if a car is "rebuilt" according

to the Commission's Uniform System of Accounts: the cost of renewal

of the car must exceed 50 percent of the cost of a new car of the



33

7

same kind at current replacement costs. We have submitted comments

to the Commission supporting a change which would allow the IPD funds

to be used for repairs without regard to the 50 percent rule,

especially where a carrier has a high ratio of bad order cars awaiting

repairs.

Trucking Efficiency 

In recent years, there has been a dramatic shift from rail to

truck in the transportation of perishable agricultural products.

Trucks are currently transporting approximately 90 percent of the

nation's fresh fruits and vegetables and practically all of the

fresh and frozen meats and meat products.

This increased demand upon the trucking industry is happening at

a time when escalating fuel prices, inflationary equipment and operating

costs, and regulatory constraints are limiting new entrants into the

trucking business.

Interstate trucking transportation of most agricultural

commodities is exempt from economic regulation by the Interstate

Commerce Commission. Most exempt commodities are transported by

unregulated, for-hire carriers, including agricultural cooperatives.

Transportation of exempt commodities is from producing areas to

consuming areas or processing points, typically urban. Only regulated

freight is generally moving back to the agricultural areas. This

freight is not available to the unregulated carrier. He, therefore,

must return empty, or lease himself and his equipment to a regulated

carrier. In practice, the necessity to "trip Lease" to a regulated

carrier is both unprofitable and inefficient. The current system
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results in empty, costly, and energy-wasteful backhauls.

Agricultural transportation cooperatives are restricted to 15

percent in the amount of tonnage they may haul for non-members. This

restriction may limit utilization of equipment and also results in

empty backhauls. Agricultural cooperatives are subject to a limitation

of 50 percent in all other non-member business.

Peak Season 2ricin,,; 

Clearly the concept of peak season pricing could shift demand to

off peak periods only when the nature of the commodity allows the

shipper to elect the time of shipping in order to take advantage of

economic incentives.

This condition is not met by a large segment of agricultural traffic.

Because of the perishability of many agricultural products, such as

fresh fruits and vegetables, there is no opportunity to spread the

demand more evenly. This type of agricultural traffic must be

shipped at a particular time of the year, generally at harvest.

While grain is a physically storable commodity, peak period

pricing will not achieve the objective of moving part of the shipping

to a slacker period for numerous reasons. For example, the variable

and uncontrollable harvest dates, affecting the size and timing of

harvest, make advanced planning exceedingly difficult. The inability

to plan is further complicated by fluctuating and largely unpredictable

grain prices throughout the year. It is not feasible to build enough

storage to hold each year's crop locally, and to vary that capacity

each year. Yet this would be necessary to effectuate peak season

pricing. Finally, the grain marketing system already provides
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substantial economic incentive for persons not to sell--and thus

not to transport--at harvest so that it is unlikely that anything

but an extremely high rate differential would produce a change in

peak usage.

In Ex Parte 324, the ICC's rulemaking proceeding for the

Administration of Section 15(17) of the Interstate Commerce Act,

the Department argued that peak season pricing should properly apply

only in instances where the opportunity does exist to shift demand

and thereby achieve efficiency through better equipment utilization,

one of the statutory criteria. The Department argued that seasonal

pricing should not be used simply to increase revenue; the railroads

have ample freedom to raise rates to meet revenue requirements under

the rate filing procedures of Section 1(5)

Thus, the Department believes there is in actuality, little

proper use in agriculture for peak season pricing, though ironically

it is the only commodity area chosen by the carriers to date.

The above views on peak season pricing are the views of the

Department of Agriculture and do not necessarily reflect the view
s

of the Administration.

Rail Abandonments and Rural Roads 

The Department recognizes and is concerned about the impact t
hat

abandoned rail lines may have on agriculture and rural ar
eas. While

unprofitable lines can be important to the economic life 
of rural

communities, they also pose a threat to the financial
 viability of

the railroad industry and its ability to meet the 
increasing demand

of agriculture and rural industry for adequate and
 efficient transportation.
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More than 10 percent of the rail mileage in the U.S. is currently

classified by the ICC as potentially subject to abandonment within 3

years, under study for abandonment, or is subject to a pending abandon-

ment application. Agriculture has a greater stake than any other

industry in the future of that 10 percent. The lines which are

unprofitable and candidates for abandonment are generally non-industrial,

light density, and rural.

However, where rail lines are abandoned it will mean that more

grains and other farm goods will move over the highways and roads.

There are indications that some rural roads and bridges have not been

maintained adequately to permit substantially greater levels of

economic activity.

Prior to passage of the 4R Act 2 years ago, tue line abandonment

process was signficantly different. The ICC could require the railroads

to provide service even at a loss where a line was found essential to

the public interest. In so doing, the Federal Government was forcing

upon the railroad industry internal cross-subsidies in which profits

on some traffic had to pay deficits on other traffic. Cross subsidies

forced an erosion of railroads' competitive position where rates were

higher than they would otherwide have to be.

The 4R Act created a joint Federal-State subsidy program to shift

the burden of supporting publicly needed deficit lines to the public

sector. The law permits railroads to abandon lines which are unprofit-
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able after a finding that such abandonment is consistent with the

public convenience and necessity. Abandonment may occur 120 days from

public notice, unless a subsidy is offered to bring the line up to a

break-even point (including a nominal profit). To be eligible to

receive funds from the Department of Transportation for local rail

service subsidy, a line must be included in a State Rail Plan.

The primary responsibility for identifying lines which should

receive public support thus rests at the State level in the formula-

tion of these State Plans. The problem then is to insure that rail

lines essential to the needs of agriculture and rural communities

are identified and included in State Rail Plans. The Department of

Agriculture has developed a program to assist in this important effort.

Our effort will be to demonstrate how USDA related personnel in the

States can help the States develop a methodology that insures that the

needs of agriculture and rural communities are adequately considered in

developing State transportation plans.

We believe we can work closely and cooperatively with the States

in this area, beginning with demonstration projects in several States,

using our unique network of USDA-related resources at State and local

level -- land grant universities, State and county extension staffs

and other ,ounLy level resources of the Department.



38

12

There is another aspect of rail line abandonments which de-

serves attention. Under existing law, only those lines which the ICC

has approved for abandonment are eligible for financial assistance.

Thus, many lines become hopelessly deteriorated before they become

eligible for assistance. The 4R Act does not provide the opportunity

to reach the line before it has deteriorated and to use the f
unds in

a positive approach to preventing economic or physical deteri
oration.

USDA supports an expansion of the category of lines eligibl
e to

receive financial assistance for rehabilitation (not oper
ating subsidy).

The statute should be changed to permit assistance for
 rehabilitation

or improvement for certain lines in early stages of ec
onomic or

physical decline before irreversible deterioration
 takes place.

S. 2981, an Administration prop
osed bill, would provide this needed

change in the local rail service 
continuation program.

USDA Activities 

The Secretary is vitally intere
sted in improving the Department'

s

capability to pravide transportat
ion assistance and analysis. He is

currently reviewing the transpo
rtation activities of the Depar

tment

with the view toward a better 
coordinated, a more efficient use of

existing resources, and a capa
bility to meet the special needs 

of

agricultural transportation.
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In late April, Secretary Bergland ordered an all-out effort within

USDA to assist grain and cotton shippers with their car supply problems.

Our transportation people are working with the Interstate Commerce

Commission in supplying analysis of export sales activity, current crop

reports, estimated fertilizer demand and other information that may be

helpful in obtaining maximum utilization of available equipment to fore-

cast future railcar needs. Exhibit A represents one method of analysis

that may be useful in predicting future grain transportation demand.

In addition, we established a "hot line" within USDA, so that

shippers could advise us about specific problems or alert us to seriou
s

shortage situations. So far, we have had over 300 calls on that line,

most of them coming from country elevator managers in the Midwest. We

have also received a number of calls from cotton shippers who are

experiencing difficulties obtaining sufficient boxcars. The states

most represented by their calls have been Illinois, Iowa, Minnesota,

Montana, Nebraska, Kansas, Michigan, Ohio, and Mississippi. The hot line

number was so well circulated that we even had a call from a coal 
mine

operator seeking 60 cars for coal loading.

The Department of Agriculture, working with representatives of

the Interstate Commerce Commission and the Federal Railway Adminis-

tration, is currently trying to interest shippers and railroads in

new approaches to piggy-back (trailers-on-flat-cars) operations on

some perishable traffic. However, as the major portion of perish-

able traffic will continue to move by trucks, the Secretary is very

much concerned that adequate truck capacity is available for agri-

cultural products.
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Closely related is the matter of implementing the authority given

the ICC with passage of the 4R Act to exempt selected rail traffic

from regulation (Section 12(1)(b) of the Act) when the Commission

determines that regulation is not needed in the public interest.

USDA is recommending to the ICC an experiment in partial deregulation

of perishable traffic. We believe that relaxation of regulatory

restrictions in certain areas where the railroads do not have market

dominance may ultimately enable them to regain a nearly loss

competitive presence. It would be in the mutual interest of producers

and consumers for the rail mode to become once again a viable

alternative for perishable traffic; and it would tend to relieve

pressure on the motor carrier industry, thereby dampening the effects

of cyclical truck shortages.

H.R. 12917 

Turning now to H.R. 12917, Mr. Chairman, USDA's views on the various

provisions of the bill remain unchanged from those presented in the

Senate on S. 1835, the companion to H.R. 12917. We offer the following

section-by-section discussion:

H.R. 12917, Section 1 

USDA is in agreement with the statment of finding and declaration

contained in Section 1 of H.R. 12917 and particularly subsection 5, con-

cerning the responsibility of the Secretary of Agriculture.
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H.R. 12917, Sections 2, 3, and 4 

Sections 2, 3, and 4 would require a comprehensive review of the

entire national rail network. A project of such scope would fall under

the purview of the Department of Transportation.

There are two distinct aspects to such a comprehensive review:

(1) the industry structure and mainline network, and (2) the local

service or branch line network.

(1) With respect to mainlines and industry structure, DOT has

been given the authority and directive under Section 401 of the 4R

Act and other statutes to conduct such studies and make recommendations.

DOT is currently engaged in such work in the Midwest involving

the Granger railroads -- precipitated by the bankruptcy of the

Milwaukee. DOT Secretary Brock Adams has invited Secretary Bergland

to participate, to ensure that the needs of agriculture are adequately

represented. To the limit of available resources, USDA has and will

work with DOT's Federal Railroad Administration in this endeavor.

(2) The problem of local rail service essentially is the rail

abandonment problems discussed previously. The profitable portions of

the railroad system will continue to provide service. It is the seg-

ments of the system which are unprofitable where the free market

system will not provide service. Thus, the problem we are addressing

in Sections 2,3, and 4 is the abandonment of unprofitable lines.
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A determination should be made of which lines should continue

to be maintained as essential to the needs of agriculture and rural

communities. USDA believes that the responsibility for local rail

service continuation decisions should remain where it is -- at the

State level. However, it is imperative that the needs of agriculture

and rural America be well represented in the State planning process.

A very successful approach to the problem of agricultural

transportation needs not now included under 4R is the one being used in

Iowa. Under that Plan, the State government, the railroad and an

organization of shippers have reached agreement to share the cost

of rehabilitation of the lines that cannot be reached by 4R funds.

There are likely other cooperative arrangements between railroads and

shippers which could be achieved. These arrangements require commitment

and afford good incentive to make the project succeeed. Whether the

line is, in fact, necessary to the community is tested by their

willingness to contribute to its continue maintenance.

In the Iowa example, the shippers sought Federal Government

low-interest loans for their one-third contributions towards 
the main-

tenance of the lines. Our Farmers Home Administration, under the

Community Facilities Section of the Consolidated Farm and R
ural

Development Act of 1973, has loaned money to the Iowa shippers 
for

this purpose. In some situations USDA may be able to serve as a

catalyst in bringing about these arrangements.
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H.R. 12917, Section 5 

The Department of Agriculture believes that any stud
y of the total

national transportation system, if it could be accom
plished, is within

the scope and expertise of the Department of Transpo
rtation.

Within the transportation system, the Secretary of A
griculture has

unique expertise to identify the essential needs 
of the agricultural

industry. By identifying the impediments to meeting such nee
ds, the

Secretary would be able to recommend appropriate 
actions to the

appropriate parties.

H.R. 12917, Section 6 

Under the provisions of the Agricultural Mark
eting Act of 1946

and the Agricultural Adjustment Act of 1938, 
the Secretary presently

has authority to participate in proceeding
s before the regulatory

agencies and, thus, already has expertise 
in this area. However, if

Section 6 were enacted, it should be amend
ed to make the Department's

participation discretionary, not mandatory
, since the Department

could not reasonably expect to participa
te in every action by every

agency that may have an impact on the no
n-urban areas of the United

States.

Mr. Chairman, this concludes my statme
nt. I will be glad to

respond to any questions that the Commit
tee may have.

(The attachments follow.)
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MS. SCHLEI. I would like to mention to the subcommittee on behalf
of Secretary Bergland and myself our interest in Chairman Nolan's
and Senator Anderson's letter to the President on the subject of the
railcar shortage.

Secretary Bergland is vitally interested in that subject and vitally
interested in improving the Department's capacity to provide trans-
portation assistance and analysis. He is currently reviewing the trans-
portation activities in the Department with a view toward better
coordination and a more efficient use of our existing resources within
the Department.
Last April, the Secretary ordered an allout effort within USDA to

assist grain and cotton shippers with their car shortage problems.
Our transportation group worked very closely with ICC in supplying
analysis of export sales activities, current crop reports, estimated
fertilizer demand, and other information that might be helpful in
obtaining a maximum utilization of available equipment and to fore-
cast future railcar needs. AS has been stated, utilization is one of the
major problems that we are facing.
In addition, we established a hotline within USDA so that shippers

could be advised about specific problems or alert us to any serious
shortage situations. I might say that we have already received 300
calls over that hotline.
If I could answer any questions in the area of rail abandonment,

or on the legislation itself, or on any other subject, I would be happy
to do that, Mr. Chairman.
Mr. NOLAN. Thank you very much for your testimony, and please

communicate to Secretary Bergland, on my behalf and Senator An-
derson's, our appreciation for the prompt response to our inquiry.
You might be interested to know that we sent similar inquiries to
DOT, OMB, and the Office of the President, and we have not had a
response from them yet. So, we are grateful for that very prompt
response from the Department of Agriculture.
Are there any questions of Ms. Schlei? Mr. Fithian?
Mr. FITHIAN. Thank you, Mr. Chairman.
Ms. Schlei, to take your last objection first, that is the objection

to section 6, I would like the record to show that the basic thrust of
section 6 is spelled out in that section. It simply says:
Whenever the Secretary of Agriculture determines that any Federal agencies—

and then it spells those out—
will likely impact on the agricultural industry of the United States or on rural
development in the United States, he shall—

and it does mandate because it says "he shall"—
to the extent permitted by law or regulation participate in such proceeding for
the purpose of fostering the cause of an efficient and economic transportation
system for agricultural and rural development in the United States.

I look upon this section, Ms. Schlei, as simply spelling out, in statu-
tory form, what all of us hope that the USDA is doing anyway—that
is, looking out for the interests of rural America with regard to other
agencies whose actions impact, in this case dramatically and definitely,
on rural America but do not, necessarily, have the expertise, the sta-
tistics, the reports of the grain shipments, and so on that you would
have at USDA.
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So, I think with those qualifiers in there, it is perfectly proper
for this committee and the Senate to mandate that the Secretary shall
participate in these proceedings, these discussions, when these funda-
mental decisions are being made concerning transportation in the
United States.
I am having some difficulty, therefore, in, I guess, fully appreciating

why you are objecting to this.
Ms. SCHLEI. Mr. Fithian, the Department would concur entirely

with everything you have just stated, sir. Our problem, possibly, is
one of legal interpretation.
There were, in 1977, 12,800 regulatory actions that could techni-

cally be construed as fitting within the purview of section 6. It would
not be feasible for the Department to participate in all 12,800 such
regulatory matters before the agencies here listed.
We did, last year, participate in 29 of those actions. My personal

view is that our participation in those 29 was exceedingly minimal.
Although what we did, I believe, was effective and worthwhile, I think
the Department should properly have participated in a great many
more than the 29 that we were able to participate in.
We have the legal authority to participate in more. Our manpower

situation limited us to the 29 which we considered most significant.
However, I would feel that it would not be realistic for the Depart-

ment to participate--to have participated last year in 12,800. I think
if we could limit it to those which impact substantially, and to give
the Secretary some discretionary authority under section 6, it would
be better.
Mr. FITHIAN. I do not want to put words in your mouth. Or maybe

I do.
Would you be agreeable to section 6 if we made that. qualifier—that

is, "impacted substantially?"
Let me explain to you why I think this is necessary to mandate that

the Department do something like this.
Traditionally, the Department of Transportation and the ICC and

others have done it all. This has become their ballgame. I am not much
of one for territorial turf questions, but I think we need the statutory
provision on the part of the Congress saying to USDA, "Yes, you shall
participate whenever those proceedings substantially impact—to use
your phrase—on rural America."
This would simply give status, if you will, or give equal leverage

to the considerations of rural America.
It is no wonder that under present proceedings you have not had

much impact. I mean, you go over there without portfolio, and they do
not pay any attention to you. That is what I am complaining about. I
am complaining that DOT and ICC and others simply deal with rail-
roads and lots of other things, but nobody is really standing up and
saying, "Wait a minute. You make that decision on shipping, whatever
it is or whatever decision it is, and it is going to seriously impact on
the economy of this rural part of the country."
So, your impact has been minimal. I am totally in agreement with

you. It is precisely because your impact is minimal that this legisla-
tion is drafted.
Ms. SCHLEI. Congressman Fithian, the Secretary believes strongly

that it is urgent to the needs of agriculture and rural communities
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that the Department of Agriculture play an aggressive role in the field
of transportation. We would be very pleased to undertake the man-
date of section 6 on a mandatory basis if the language that you sug-
gested were added to section 6.
Mr. FITHIAN. In other words, "impact substantially ?"
Ms. SCHLEI. Yes.
Mr. FITHIAN. Mr. Chairman, I do not think that the Senate would

balk at that. I think that is really what was intended. If the wording
is not going to get you into a legal quagmire and if this would bring
USDA to our side, I think we could probably see our way clear to
try to change it.
I have just one other question, Mr. Chairman, and then I will subside.
I was staggered by the USDA estimate of the costs of this thing.

Our cost estimates and the Congressional Budget Office estimates are
only fractions of what USDA uses as its basis. I believe the difference
is the difference between $590,000 in the Congressional Budget Office
and $6.1 million by USDA.
Even given the tendency to inflate or to generate or crank in all

kinds of costs—overhead and all the rest—I am having some real
difficulty rationalizing those two figures.
Ms. SCHLEI. Sir, we are equally staggered by the cost, and that is a

substantial part of the basis for our response. To answer specifically
our development of those budgetary figures, I would like to introduce,
with the chairman's permission, Mr. Lee Keely, of our Transporta-
tion Division, who did the initial work in developing these figures.
Mr. KEELY. The cost estimate that we submitted to the Senate was

approximately $1.3 million for the first year and $1.2 million for each
year thereafter. Approximately $600,000 of that was to do the work
under sections 2, 3, and 4, with the balance under section 5 to conduct
the annual study thereafter. Of course, we were surprised at the CBO's
cost estimate as being low. Perhaps that is an interpretation of just
what is required under the act.
As our testimony on the bill indicates, we interpret the requirement

of this bill to require very substantial analysis of the full transporta-
tion system including a substantial number of probably individual
branch line analyses under sections 2,3, and 4.
We were estimating something on the order of 14 professional staff

years to do sections 2, 3, and 4, and the same number for section 5,
and a substantial amount of travel and other expenses that would be
associated therewith.
Mr. FITHIAN. Maybe part of the difference, Mr. Chairman, comes

from the fact that I think the CBO assumed we were going to have
to pay the Secretary anyway and a number of other officials.
Perhaps there is a difference in the way you compute these things,

but it is of such divergence that I find it difficult—no, impossible, I
guess—to accept USDA's figures on this.
I would like, for my own information, then, to ask you to pro-

vide me with a specific breakdown of these costs.
Mr. NOLAN. Without objection, that will be included in the record

at this point.
[The information supplied follows:]

Appropriations required for administering the provisions of H.R. 12917, as
introduced, would approximate $1,300,000 for the first year and $1,200,000 an-

nually thereafter. This envisions the addition of about ten professional staff
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years and two clerical support personnel staff years to meet the workload re-
quirements of Sections 2, 3, and 4, plus travel, per diem, hearings, transcripts,
printing, dissemination, postage, and overhead expenses. Section 5 and 6 would
require the addition of 12 professional staff years and two clerical support per-
sonnel. These estimates include $300,000 annually for economic research, either on
an interagency or contract basis. During the first year, costs would be heavily
weighted toward completion of Sections 2, 3 and 4 requirements. Thereafter, the
sustaining cost of Section 4 would drop, and resources would be shifted into the
long-term requirements of Section 5 and 6.

Mr. FITHIAN. The other thing I just wanted to mention here is
that it seemed very much to us, when we were working on this, that
Dr. Hjort, the chief economist over there in USDA, was really very
supportive of this. I am not sure, but we seem to be getting different
signals out of the administration on this legislation. I wonder if you
could tell me how that came about?
Ms. SCHLEI. I know that Mr. Hjort has the same interest that all of

us share with Secretary Bergland and 
Mr. FITHIAN. Let me just read you some parts of his statement, and

see if I was on the wrong track.
He said, "It is time USDA initiated a proposing role." That does

not mean that you come along as an accessory after the fact, but that
USDA initiate a proposing role "instigating changes, adding more
cars. We have always had the idea that agencies like the ICC and U.S.
Department of Transportation are sufficient to take care of transpor-
tation." Listen to this, now. "But our recent experiences with transpor-
tation bottlenecks, especially as this country's agriculture becomes
more export oriented, say that USDA must gear up to take hold of
this situation."
This legislation probably does not go as far as Howard Hjort is

speaking of going. This is a pretty modest step that we are proposing
here.
I gathered from Mr. Hjort that if we were going to get any criticism

from the Department, it was going to be that we were too timid, not
that we were proposing too much. That is why I am confused.
Ms. SCHLEI. Mr. Fithian, the Department would concur whole-

heartedly with the statement of Mr. Hjort that you just read. I think
that in our response to section 5, I tried to respond very strongly in
favor of the role—of the Secretary's unique expertise to identify and
deal with specific impediments in the transportation system and the
need for Agriculture to take an affirmative, positive, leadership role
in developing methodologies and systems to combat those impediments.
This role, under section 5, we would very much like to play. What

I do not think our proper role would be is to do a study of the Nation's
total transportation system. If anybody could do that, I think it is
in the Department of Transportation, as opposed to study the impedi-
ments in the system to the movement of agricultural commodities and
the adverse impact on rural communities.
What we are talking about is whether we limit it to the impediments

to agriculture and rural communities as opposed to looking at the
total system, to the extent that you do not have to look at the total
system in order to look at the impediments.
Mr. FITHIAN. Maybe you could enlighten me as to just what part

of the bill is mandating that you become the Secretary of Transporta-
tion. That is not the intent here.
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As I look at it, it is saying things like:
The Secretary of Agriculture has responsibility to assume a more active role

in representing agriculture. He shall compile and publish an initial report con-
taining specific recommendations for a rail transportation system adequate to
meet the essential needs of agriculture.

It does not say "for the whole country." It says "to meet the needs
of agriculture." And it goes on.
Throughout this, it is my assumption, as the language says, that

we want the Secretary of Agriculture to look at the transportation
system but focus on the specific needs of agriculture. What is needed
in terms of solving the problems of moving agricultural products?
That is really what the bill is saying.
It is not intended, Mr. Chairman, to make a duplicate Secretary

of Transportation or yet another ICC Commission Chairman.
I am hopeful that we can accommodate the USDA on this—that is,

Ms. Schlei's objections. If there are specific areas of language in the
bill that seem to overreach so as to try to get the USDA doing this
whole comprehensive study of how to ship some specialty item, or
whatever, then I think the legislation would go too far. But I do not
see it doing that.
Ms. SCHLEL Sir, in section 5, the Department has no problem with

the second and third sentences. The problem arises in connection with
the first sentence of section 5.
In section 2, the breadth of this section is of concern to the Depart-

ment. The Department does not feel that it should take on a study
which is beyond its scope and expertise.
Mr. FrrmAN. Let me just ask this. I will then subside, Mr. Chair-

man. I do not mean to dominate this.
Let us refer specifically to section 5 first—the earlier part.
What that earlier part says is that the Secretary shall submit this

report annually to Congress regarding the capability of the Nation's
transportation system, and then there is the key phrase: "To meet the
essential needs of the agricultural industry of the United States." It
does not say that he is going to go out and study shipping phosphate
from Butte, Mont., to somewhere else. That does not have anything to
do with the essential needs of the agricultural industry in the United
States—or to ship oil from the Gulf of Mexico, or whatever. We are
talking about the agricultural industry.
Ms. SCHLEI. Sir, it also says, "and to meet the needs for effective

development of rural areas of the United States." This is fairly broad
in scope. Not that I do not believe and the Secretary does not believe
strongly, that it is the duty of the Department of Agriculture to be
concerned, not just with the movement of agricultural commodities
but also with the needs of rural communities. Nevertheless, to study
the capacity of the Nation's transportation system for the agricultural
industry and for rural America is a very broad charge as opposed to
the charge in the second and third sentences. That is to look at the
entire system as opposed to the charge in sentences 2 and 3 of section 5
which is to specifically identify impediments. In other words, I feel
that that is something that is isolated in scope, that can be
circumscribed.
Mr. FrrxiAN. I would have no objection, personally, to tightening

that up, if you think the command overreaches.



But again, in section 2—to tie these two sections together—it says,
"a railroad transportation system adequate to meet the essential needs
of the agricultural industry of the United States."
It seems to me that we try repeatedly in the bill to specify that we

are talking about agricultural interests, and agricultural needs, to
distinguish that from all the rest of the transportation needs of the
country.
Mr. NOLAN. I guess that the gentleman's time has long since expired.

Perhaps you could pursue this line of questioning later with the
witnesses.
Mr. FITHIAN. I apologize. Thank you, Mr. Chairman.
Mr. NOLAN. Are there any other questions of the witnesses? If not,

we thank you very much for your testimony.
Ms. SCHLEI. Thank you, Mr. Chairman.
Mr. NOLAN. We have a recorded vote on at this point. So, Mr. Corn-

well, if you feel that you could summarize your testimony in 5 minutes,
I would be most willing to keep the hearing in process, and then we
will recess at the conclusion of your testimony for 10 minutes, and
we will then come back and conclude the hearing. I think it would
be very helpful to you and to the subcommittee if we could squeeze it
in right now.
Mr. CORNWELL. Thank you, Mr. Chairman. I think I could read this

in 5 minutes, so there is no need for me to summarize.
Mr. NOLAN. Thank you. Please go ahead.

STATEMENT OF HON. DAVID L. CORNWELL, A REPRESENTATIVE

IN CONGRESS FORM THE STATE OF INDIANA

Mr. CORNWELL. Mr. Chairman, I thank you for the opportunity to
testify in support of H.R. 12917 directing the Secretary of Agriculture
to study and compile a report on the rail needs of rural America.
This legislation, introduced in the House by my esteemed colleague

from Indiana, Mr. Fithian, is an important step in getting a grip on
the acute hopper car shortage afflicting parts of the United States.
Last summer, I spoke to a grains and feed association meeting in

my district. The No. 1 complaint was the shortage of hopper cars to
carry the farmer's grain to market.
Even if hopper cars were available, late delivery by the railroads

compounded this transportation problem. Unfortunately, the situa-
tion seems to have become only worse during this past spring. Again,
hopper cars were unavailable, leading to the same chaotic conditions
for grain farmers.
In Indiana, for example, the Farm Bureau Co-op moved 3,135,636

fewer bushels of grain in the period from March to June 1978, through
their Baltimore, Md., elevator than during the same period in 1977.
If you use the figure of $2.50 a bushel for the market price of corn,
this represents a loss of over $7 million.
H.R. 12917 will give Congress a tool to deal with the problem. By

requiring the Agriculture Department to study the problem and come
up with specific recommendations, Congress can then enact, if neces-
sary, appropriate legislation.
Furthermore, by continually requiring that the USDA both repre-

sent rural interests at Federal transportation proceedings and report
back to Congress, we will assure that this issue is not put on the back
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burner and dropped as it has been in the past. Only by continued
vigilance can we deal effectively with providing good rail service
for this Nation's rural areas.
Mr. Chairman, I just want to express my appreciation to you for

your fine leadership in holding these hearings and bringing up this
bill. I hope the subcommittee will act favorably so that H.R. 12917
can be enacted by the 95th Congress.
Mr. NOLAN. Thank you very much, Mr. Cornwell.
Are there any questions of our witness? [No response.]
I might only add that I think the price of corn right now is more

like $1.80, so perhaps the losses you are projecting are far greater than
what even you have projected.
Mr. CORNWELL. I would imagine so.
Mr. NOLAN. The market has declined a great deal in the last several

weeks.
I have three other witnesses. Is Mr. Fields here?
Mr. FIELDS. Yes, sir.
Mr. NOLAN. Mr. Glenn Sullivan, are you here?
Mr. SULLIVAN. Yes, sir.
Mr. NOLAN. Mr. Ed Wheeler, are you here?
Mr. WHEELER. Yes, sir.
Mr. NOLAN. I am going to recess for just 5 or 10 minutes and will

be right back and can then conclude the hearing.
The subcommittee is recessed for 10 minutes.
[Recess taken.]
Mr. NOLAN. The House Subcommittee on Family Farms, Rural

Development, and Special Studies will reconvene its hearing.
Again, I will ask the witnesses to summarize as briefly as possible.

We may very well have another vote in a matter of just a few minutes.
So, if you can summarize, that will help us conclude this hearing.
The first witness is Mr. Fields, the assistant director of International

Relations for the American Farm Bureau Federation.
Mr. Fields, we welcome you.
Mr. FIELDS. Mr. Chairman, I believe this statement is short enough

that I can read it in 5 minutes.

STATEMENT OF C. H. FIELDS, ASSISTANT DIRECTOR OF INTER-
NATIONAL RELATIONS, AMERICAN FARM BUREAU FEDERATION

Mr. FIELDS. Mr. Chairman, Farm Bureau is a voluntary, nongovern-
mental organization of more than 2.8 million families in 49 States
and Puerto Rico. representing farmers and ranchers who produce
every agricultural commodity produced on a commercial basis in this
country. All members of Farm Bureau are affected by national trans-
portation policies and actions. Those actively engaged in the commer-
cial production of agricultural crops, livestock, and poultry are all
shippers or receivers and are thus directly affected.
We in agriculture have become increasingly concerned about the

transportation system and its ability to provide the services required
by agricultural production. We are particularly concerned about the
massive shift of agricultural traffic from rail to motor carriers in re-
cent years, because we firmly believe that agriculture must have a
balanced transportation system, utilizing all modes, to move the fruits
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of agricultural production from the farms and ranches and to move
necessary production inputs to those same farms and ranches.
The developing energy situation makes it even more critical that

ways be found to restore the financially distressed rail carriers to
economic health and to encourage them to do a better job of provid-
ing kind kd and quality of service that is required by modern
agriculture.
We favor enactment of H.R. 12917. The current shortage of railcars

for the shipment of grain in the Midwest is the worst on record and
makes this legislation particularly timely. However, the scope of
the bill is somewhat narrow in that it limits the mandates in sections
2, 3, and 4 to a study and report on the rail problems and needs of
agriculture. Section 5 does require an annual report to the Congress
on "the capability of the Nation's transportation system—all forms
of transportation—to meet the essential needs of the agricultural in-
dustry of the United States and to meet the needs for effective de-
velopment of the rural areas of the United States."
We have no objection to section 6, although it appears to be a re-

statement of existing law with regard to the authority and responsi-
bility of the Department of Agriculture to participate in regulator—
or other proceedings that may have an effect on transportation services
to agriculture.
We concur that the Department of Agriculture should take an

active interest in such matters and feel that the Department of Agri-
culture is in a better position to understand the problems and needs
of agriculture than any other department or agency of the Federal
Government. This, of course, does not mean that the various seg-
ments of the agricultural industry are not fully capable of looking
out for their own interests in transportation matters as well as other
problem areas. We look upon the role of the Department of Agricul-
ture as supplementary to that of those of us in the private sector who
represent the interests of agricultural producers and others in our
industry.
We believe the studies and reports by the Department called for

in this bill will be helpful to the Congress and to the Department of
Transportation and other agencies of the Government as well as to
the private sector. But we should not delude ourselves that such stud-
ies and reports, in themselves, will produce the changes in public
policy and action or the changes on the part of the carrier manage-
ment and the labor unions that will be required to turn around the
present situation.
We are not only faced with a deteriorating rail situation in many

areas of the country but with a deteriorating highway situation with
the same kind of "deferred maintenance" that has characterized a
good portion of the railroad industry. A part of the problem lies in the
lap of the Congress in its failure to consolidate transportation matters
into single committees in the House and the Senate.
The problems currently faced by agriculture in the area of trans-

portation are not only of concern to producers and others in the food
industry but to the consuming public as a whole inasmuch as trans-
portation now represents about 10 percent of the costs of getting food
from producers to consumers.
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Not only should the Department of Agriculture be involved in
studying and reporting on agriculture's transportation requirements,
it should expand and redirect its research effort in the area of trans-
portation as an overall part of marketing and distribution research. We
need not only to identify the problems but to find ways of alleviating
them.
We appreciate this opportunity to present our views, and we com-

mend Senator Huddleston, Congressman Fithian, and others who co-
sponsored the legislation for making a start in addressing the serious
transportation problems facing agriculture.
Thank you.
Mr. NOLAN. Thank you very much, Mr. Fields.
I have no questions. I just want to thank you for some very valuable

testimony in support of the legislation here.
Our next witness, then, is Mr. Glenn Sullivan, chief economic

counsel of the North American Car Corp. in Chicago, Ill.
Welcome to the subcommittee, Mr. Sullivan.
[The prepared statement of Mr. Sullivan follows:]
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July 18, 1978

Dr. Glenn H. Sullivan
Chief Economic Counsel
North American Car Corporation

Chicago, Illinois

Re: Testimony in support of HR12917.

North American Car Corporation comprises the railcar entity of

Tiger International, a U. S. firm with substantial commitments to the

transportation industries. North American Car Corporation is among the

major suppliers of railcars for the covered hopper car market, with the

domestic agricultural industries comprising our largest commitment.

In recent months we have witnessed considerable national debate
concerning the problems that exist in the rail transport of agricultural

commodities. While it is generally agreed that the agricultural in-
dustries are currently confronted with a serious shortage of railcars
for the movement of grain and essential production inputs, tnere appears

to be no substantive agreement upon: (1) which market and/or institutional
forces have precipitated the railcar shortage, (2) what action is needed
to resolve the current shortfall problem and (3) how future transporation
disruptions in the agricultural sector will be avoided.

We at North American Car Corporation have assessed the aforementioned
problem And have concluded that no single market force can be cited as
the primary cause of the current railcar shortage. We have further
concluded that the current problem has resulted from the simultaneous
adverse culmination of several market forces ... and the failure of

institutional agencies to forecast the pending impact upon the economy.
We are convinced, however, that the severity of the current railcar
shortage could have been reduced significantly, if not avoided entirely,

through an institutional monitoring system that provided advanced infor-

mation regarding the adequacy of the Nation's transportation system to

meet the essential needs of the domestic economy. Thus, in our opinion,
the underlying cause of the current railcar shortage was the failure of

existing information systems in providing accurate assessments of domestic

transportation needs.

We cite the following findings:

First, the overall capacity of domestic railcar manufacturers
was found adequate to meet the long-term demand in most segments
of the economy under normal industry conditions. This is partic-

ularly true for the manufacture of covered hopper railcars. Thus,
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long-term disruptions in the supply of railcars will likely
result only under abnormal economic conditions in selected
industry segments and/or inadequate forecasts of industry
needs.

Second, the current railcar shortage appears to have
arrisen primarily from abnormal conditions in the agricul-
turally related industries. The cyclic nature of the agri-
cultural industries, coupled with increased railcar demand
pressures in other industry segments, has created a railcar
shortfall that will likely continue for 3 to 5 years. In-
creased agricultural commodity production, coupled with an
increased demand for railcars in the coal industry to meet
critical national energy needs, can be cited as a principal
case in-point leading to the current shortfall situation.
Once again, an improved information system would have sub-
stantially reduced the magnitude of the current shortfall
problem.

Third, the current railcar shortage has been further
heightened by the accelerated phasing-out of boxcars owned
by railroads and private railcar companies. The use of
boxcars for the transport of agricultural commodities has
been marginally economic for several years. The retirement
of these railcars could have been more accurately predicted,
and the shortfall impact lessened, under an established
industry monitoring system.

Fourth, the export demand for agricultural commodities,
under conditions of surplus supply and lower unit prices,
further precipitated increased demand pressure for railcars.
The movement of grain, from increasingly decentralized
facilities in the producing regions to centralized export
terminals, coupled with the aforementioned retirement of
boxcars, has further magnified the current shortfall problem.
As grain production continues to increase, particularly
outside the traditional producing areas, this problem will
likely continue.
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Fifth, the issuance of Service Order No. 1304 by the Inter-

state Commerce Commission has undoubtably created some dis-

ruption in the utilization of railcars for the transport of

agricultural commodities. Service Order No. 1304 requires that the

carriers use no more than 20% of their ownership of jumbo covered

hopper cars in unit train grain service. There is evidence to

suggest that the 20% requirement is too restrictive to permit

efficient grain transport, particularly under current industry

conditions. However, under the current railcar shortfall, in-

creasing the percentage allotment would likely impact smaller

grain shippers in an adverse manner and compound the problem of

equitable railcar distribution, railcar turnaround, and grain

movement to the major markets. Again, more accurate monitoring

of the transportation needs in the agricultural industries would

have lessened the current shortfall problem.

Finally, regulations governing the import of foreign made

railcarshavesubstantively compounded the current shortfall

problem in the United States. Mexican railcar manufacturers

have the capacity to meet the current shortfall needs of domestic

shippers, at least on a short-term basis, if given the authority.

In 1977, Mexican manufacturers exported only $10.5 worth of rail-

cars to the United States (approximately 350 units). However,

even at this low level of participation, the export of railcars

to the United States was brought to a standstill in March 1978

due to the removal of the Generalized System of Preferences

(GSP) allowed Mexico as a most favored trading partner. The GSP

removal automatically imposed an 18% tariff on all Mexican rail-

cars exported to the United States. Certainly an improved infor-

mation system, monitoring domestic railcar needs, would have

given Congress sufficient leadtime to enact temporary legislation

for the purpose of maintaining Mexico's GSP status ... thus

reducing the negative impact of the railcar shortfall in the

domestic economy.

The management of North American Car Corporation therefore endorses

HR12917 in principle and recommends immediate legislative action. In

this time of national emergency, we view HR12917 as an attempt to resolve

some of the aforementioned problems, most of which have been spawned

either directly and/or indirectly from information voids in the trans-

portation sector of the U.S. economy.
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Mr. NOLAN. Thank you very much, Mr. Sullivan.
I have no questions.
Your testimony will be most helpful to this subcommittee in con-

sidering this legislation.
Our next witness, then, is Mr. Edwin 'Wheeler, president of the

Fertilizer Institute of Washington, D.C.
Mr. Wheeler, I welcome you.
Mr. WHEELER. Mr. Nolan, I appreciate the limitation on your time,

and I would like to have my prepared testimony, heretofore sub-
mitted, included in the record in full.
Mr. NOLAN. Without objection, it is so ordered. The statement will

appear in the record at this point.
[The prepared statement and attachment thereto submitted by Mr.

'Wheeler follow :]
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Testimony of
EDWIN M. WHEELER

PRESIDENT
THE FERTILIZER INSTITUTE

Mr. Chairman and members of the Subcommittee, we support

and accept Mr. Fithian's bill H.R. 12917 subject, however,

to certain language adjustments to clarify but not to change

the purport of the bill in its entirety.

H.R. 12917 is a synonymous copy of S.1835. We testified

in connection with S.1835 before the fact. But to clarify,

S.1835 came out of Senator Huddleston t s Subcommittee on

Agricultural Production, Marketing, and Stabilization of

Prices, wherein the Subcommittee was trying to bring to the

fore, the freight car or hopper car shortage. That is to

say, the Congress is becoming increasingly concerned about

the hopper-freight car shortage which the Administration is

not. Indeed, there is not a single piece of legislation

pending before the Congress of the United States that is

even concerned about grain transport or its progenitor,

fertilizer, by the Carter Administration. We submit that a

student of the economic scene of 1978 would not discern that

there was even a logistical problem in 1978 for the Administration

has not even reported the problem, let alone concerned the

Congress or the media with solution.
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But, every member of this Subcommittee has been inundated

with complaints about the inability to obtain cars. We are

amazed. Every shipper (the payer of the bills) is screaming

that they cannot get cars, but the Administration has said

NOTHING. The Administration neither admits of a shortage of

rail equipment, nor have they a suggestion of what to do to

alleviate the problem. It is a Harvard Master of Business

Administration (MBA) case book approach, namely, don't admit

that we have a problem ergo no one knows we have a problem!

But problems our industry has -- in spades -- and everyone

in agriculture commercial production is aware, acutely aware,

of the problem. Congress knows this because of its mail --

its receipt of complaints. We commend you, that you suffer

in silence, for nothing would indicate that President Carter

or his Department of Transportation Secretary, Mr. Adams, is

even aware of what is going on in his own back yard. The

State of Washington, Mr. Adams home ground, is short of

hopper and box cars. Mr. Carter's home state is in the same

state of affairs. Yet, neither a mea culpa eminates from the

Administration nor a suggestion of solution shows forth. Of

course, DOT is recommending a rate increase (see S.3260) but

nothing else.

The United States should be the globe's most dependable

supplier of grain and fibre. Our surpluses and reserves

would say this is so. Yet, when the orders come, we cannot
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deliver on time and in the amounts called for. Indeed,

the source of these orders, the country elevator, is faced

with removal of its outside link to the world of demand

the rail line.

Congress loves to dole out large funds to AMTRAK, but

will not make the same dispersal to our nation's best earner

of overseas hard dollars -- our agriculture exports. Truly,

the Department of Transportation's ever-growing cry for

dollars for AMTRAK and its (DOT) paralysis at suggesting

any cause or cure for cur nation's leading freight problems

-- the lack of cars -- the lack of motive power -- make

one wonder if the DOT knows how to screw on its collective

head.

Congress knows full well that our imports are in great

excess to our exports. Congress knows equally as well that

our nation's leading exports are agricultural products.

Congress has assumed that the U.S. exporters meet their

shipping loading commitments on schedule. Every American

loves to believe that when upon a handshake we agree to

load the ship, "Sovietsko Ukrania" that all will fall into

place. This is NOT happening. We as a nation are not

dependable as to tonnage, time, location, etc., simply

because our rail system is not capable of ontime delivery.
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I do not know of any person acquainted with agricultural

world trade who does not believe that United States exports

will grow above today's $27 billion. We must export our

agricultural expertise in dollars or bushels, preferrably

the latter, or we will be unable to import the raw materials

such as oil, iron ore, chrome -- we'll put your own constituents

product on the list. We have to import -- like it or not.

Accordingly, we support H.R. 12917, not because it will

change the current severe shortage of cars and locomotives, but

because it might ring the Administration's alarm bell. The

Administration knows that as of mid-July our grain elevator

operators can not get cars for loading. The Administration

knows full well no relief is in sight when the soybean and

corn crop is harvested in Fall 1978. We as a nation are

unable to meet our domestic users of transport demands now

or in the coming year and we are likewise unable to meet the

demand of our overseas customers in this same time frame.

H.R. 12917 concerns itself with this problem, that is

to say, it directs the Secretary of Agriculture to gather

all of the facts, be it commodity, origin, mode of

transportation, etc. Because the fertilizer industry begins 

the production of U.S. grain and fiber process from a

meaningful bounteous basis, we respectfully ask the Subcommittee

on Family Farms, Rural Development, and Special Studies to
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amend H.R. 12917, per the attachment, to include in its

mandate to the Secretary of Agriculture all inputs as well

as outputs in his study of future rail requirements.

It could hardly be denied that fertilizer is the major

freight tonnage coming into our rural communities. That is

to say, grain "out" is proceeded by fertilizer "in". Commercial

fertilizer produces between 30-40% of total U.S. farm output.

H.R. 12917 directs the Secretary of Agriculture to study the

rail system of "outbound products" but is silent on incoming

tonnage.

We can assure the House Committee on Agriculture and its

Subcommittee on Family Farms, Rural Development, and Special

Studies that the bill, H.R. 12917, as introduced, were it

enacted, would kill the nation's rail branch line system

unless it included the inputs moving by railroad to adduce

the outputs.

Herewith, as an example, is the very substantial tonnage

of fertilizer moving into one of the most productive states,

Indiana. Indiana is one of our typical but high production

states both as U.S. indigenous consumption as well as into

the export arena as well. Therefore, no picture of Indiana



67

6

rail needs is complete when we speak of "outbound" 
rail unless

we include some indicia of just one of the inputs to 
produce

that crop. Herewith is the use of fertilizer in Indiana the

past five years. We do not have the capability of breaking

out the various ways in which the tonnage arrived, th
at is,

rail vs. truck vs. pipeline vs. barge, except we can be 
sure

that 60+% was delivered by rail.

INDIANA FERTILIZER CONSUMPTION (tons of total product
) 

1973 2,043,535

1974 2,271,268

1975 1,881,538

1976 2,372,924

1977 2,907,936

10 mos.'78 1,154,379

Using Indiana as an example we therefore ask that

H.R. 12917 be amended (per Attachment #1) so that the
 study

by the Secretary of Agriculture more clearly r
eflects the

full and true activity on not only the nation's rail bra
nch

lines, but, in addition, the data will show to the Congres
s

(in the Secretary's report) the real contribution of these

country-branch lines to our nation's domestic and foreign

commerce.

R-e--- ctfully submitted

Edwin M. Wheeler
President
The Fertilizer Institute
1015 18th Street, N.W.
Washington, D. C. 20036

(202) 466-2700

(The attachment follows.)
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Attachment #1

Proposed Amendments to H.R. 12917

SEC. 1 (2) the economical and efficient movement of

agricultural *inputs and commodities has been impeded

by a shortage of railroad freight cars and motor trucks

and by the deteriorated condition of many rail roadbeds

throughout the United States;

(3) the economical and efficient movement of

agricultural *inputs and commodities is further threatened

by the proposed abandonment by the railroad companies

of thousands of miles of important railroad lines in the

United States;

SEC. 2 (a) The Secretary of Agriculture (hereinafter

referred to as the "Secretary") shall compile and publish

an initial report containing specific recommendations

for a railroad transportation system adequate to meet

the essential needs of the *total agricultural industry

*including but not limited to the supplies of 

agricultural inputs such as fertilizer, fuels, animal 

feeds and agricultural chemicals. Such report shall

include, but shall not be limited to, maps which identify

the locations in the several States that the Secretary,

on the basis of the importance of such locations within

agricultural producing, marketing, or consuming areas,

determines should receive railroad service.

*Changes proposed by The Fertilizer Institute.
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Mr. WHEELER. Mr. Chairman, I have never done this before, and I
have testified before many congressional committees, but would the
Chair be so kind as to entertain a bulletin released by the Depart-
ment of Agriculture identified as USDA 1932-78 wherein a full dis-
cussion on the extent of the current car shortage is contained?
As a lawyer, I note that the record is pretty quiet today on sta-

tistics showing the extent and urgency vis-a-vis the fact that as of
June 24, the USDA reports they were short of about 23,000 cars that
week for loading, and so forth.
While I think the Chair has already taken judicial notice of the

shortfall, I think it would help the record if we had that bulletin in.
Mr. NOLAN. Without objection, that report will become a part of

the official record of this hearing immediately following your
testimony.
[The report submitted follows:]
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U.S. DEPARTMENT OF AGRICULTURE

Advance for Release at 6:30 a.m. EDT Monday, July 17, 1978

RECORD EXPORTS BRING CHALLENGE TO RAILWAYS

WASHINGTON, July 17--America's farmers and their agribusiness colleagues are

shattering export records this year, but the greatest difficulty they've eve
r had

in obtaining railcars makes it difficult to meet export schedules. The delay
s in

getting railcars could dampen rises in farm prices that have been prompted, 
at least

partially, by the strong foreign demand.

Consider:

--U. S. agricultural exports are headed toward a $25-26 billion total t
his

fiscal year, the highest in U. S. history.

--This compares with last's year's record $24 billion.

--Owners of some country grain elevators, who buy from farmers and 
sell to

larger buyers, say they are already losing 10 cents per bushel because o
f the rail-

car shortage and may soon have to pass that loss on to farmers, accordin
g to Secre-

tary of Agriculture Bob Bergland, who is keeping a close watch on t
he situation.

--Interstate Commerce Commission (ICC) officials say the daily aver
age car

shortage is the worst since they've been keeping records.

Exports, of course, aren't the only factors contribuving to the car
 shortage.

Agriculture must compete with the rest of the U. S. economy for railcars and the

country has a shortage of locomotives to pull the available cars, w
hether the commodity

is for export or domestic use, according to the ICC.

However, with its success in grain, oilseed and cotton exports, whi
ch are

only a few of the farm products we sell abroad, the U. S.'s big dif
ficulty right

now is getting the commodities to port cities so they can be shipped
 overseas. This

is primarily the problem of individual traders, but becomes a natio
nal problem as

well, since agricultural exports are so important to the country's 
economy. Secretary

Bergland thinks we'll move the exports out on schedule.

THE BACKGROUND

U. S. agricultural exports have been climbing year by year. They've

doubled in volume and tripled in value in the past 10 years. Today, agricultural

exports are one of the brightest spots in this country's econom
y. America's farmers

get about 25 percent of their income from exports. Grains are chief among them.

-more-

6597
USDA 1932-78
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The United States now supplies about 40 percent of the world's wheat ex-
ports, nearly 60 percent of the world's feed grain exports, and half the world's
soybean exports. U. S. exports of grains and soybeans increased 83 percent between
1971 and 1977. U. S. agricultural exports have risen sharply since 1971 from $8.24
billion dollars to the projected 1978 record of $25.5 billion.

Accordingly, the agricultural trade surplus has risen from $2.3 billion to
about $12 billion during the same period.

However, increased U. S. exports do not mean foreign countries are cutting
back on their production and are buying from the U. S. to make up the difference.
On the contrary, production is increasing.

The United States dominates the world agricultural export market. But its
continued dominance isn't a certainty. U. S. export customers who need grain get
it from the United States--or they go elsewhere.

REASONS FOR EXPORT GROWTH

What are the reasons for the tremendous growth of U. S. exports?

-- People in developing countries are getting wealthier, demanding better
nutrition. They can afford to eat more wheat products. (Eighty percent of the
grain going to these countries is used for human consumption.)

-- Middle income countries are using more U. S. feed grains to produce
livestock and other animals for their consumption. U. S. feed grain exports in-
creased 145 percent since 1971.

-- Increased demand for U. S. grains in the USSR and Eastern Europe is based
on their political decisions to upgrade the diets of their people, especially by
providing more meat.

-- The declining value of the U. S. dollar makes many U. S. farm products
more competitive in world markets. In 1971, we began selling each year to Russia.
The People's Republic of China (PRC) is beginning to buy more grain from us, also.

-- Oil rich countries are buying more grain to convert to meat.

-- Export market development by U. S. firms and government departments,
such as the U.S. Departments of Agriculture (USDA) and Commerce, stimulate sales
of products.

-- The U. S. is a dependable source, with a steady supply of grains at
competitive prices.

A GLOBAL FOOD SYSTEM

The U. S. is part of a global food system. When any part of the system is
hit, as with drought in one country, the impact is felt throughout the world.
Many countries around the world come to the United States to buy enough grain
to fill out their needs, when their own production is down. This year the U.S.
is holding approximately 44 percent of world grain stocks.

- more -
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The U. S. is one of the few countries presently able to sell wheat for

delivery between now and the end of the calendar year.

The PRC, which had a 1977 wheat crop damaged by drought, needs to purch
ase

about nine million tons of grain--an unprecedented amount--and is b
uying more than

a million tons of it from the United States.

Russia is buying more because its grain crops were down about 25 millio
n

tons last year. Brazil is buying corn because drought ruined much of its own

production, which also sends many of Brazil's customers to the United S
tates.

Brazil's soybean production is down also for the first time in 
a decade. Brazil

normally provides 15-20 percent of world soybean production and 25-
30 percent

of world trade.

Two other major suppliers, Australia and Argentina, have hacrpoor crops
.

Australia even negotiated with the PRC to delay wheat shipments
 already contracted

for with China.

Although the grain may have been purchased months before, American 
exporters

face their peak export movement in late winter and early spring
. The Russians, for

instance, like to receive their wheat early in the year, be
fore they begin their

own harvests.

THE FLOW OF GRAIN

As grain moves from one country to another around the world, so it flow
s

from American farm fields to storage and to port loading facilities
, such as

those at the Great Lakes and ports on the east, west and Gulf c
oasts, for shipment

overseas.

It starts in May with the harvests of winter wheat, when farmers begin 
col-

lection of the thousands of tiny kernels that make up single bu
shels of wheat.

From combine harvesters costing as much as $50,000, the grain i
s augured into

trucks brought to the fields, then stored in grain bins at the 
farm or until

moved to country elevators.

The USDA's storage facility loan program helps farmers build storag
e bins

on their farms and hold out for a better price by keeping grain for
 months, or

years if necessary, before they move it to country elevators.

The collection swells at each point. All grain begins its movement to

market by truck, or at least by tractor-drawn wagons, to the neares
t country

elevator, where the products of nearby farms are gathered in quanti
ties large

enough—hundreds of thousands of bushels--for sale and shipment oversea
s or to

a buyer for domestic use.

The farmer can then sell it outright, or rent storage space and wai
t for

a better price. Grain producers can get USDA help with storage payments by joining

the farmer-owned grain reserve program, organized by USDA to help get b
etter prices.

One can begin to imagine the vastness of the grain industry in this
 country

by seeing even a small piece of the picture, for instance a train of 10
0 or more

cars, each holding 3,400 bushels of wheat--the product of 100 acres of 
farmland--

moving away from the elevators of a small midwestern town.

- more -
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ENTER THE RAIL CRUNCH
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The nation's railroads entered the year with approximately 159,700 covered
hoppers. Grain companies, which started buying cars about 10 years ago, own another
73,100. The total of 232,800 is about 4,000 more than existed the previous January.

The familiar wooden, 40-foot, narrow-door boxcar typically lasts 30 years.
The rail industry has been retiring many of these less efficient, worn-out cars
(28,633 or 26 percent of its stock between January, 1977, and May, 1978) replacing
them with 50-foot -jumbo- covered hopper cars.

Some transportation people see the shortage lasting right through January,
1979, and are fearful the problem will recur next year, as it has in the past.

TO MARKET, TO MARKET?

Farmers held onto much of their grain for the past two years because of
falling prices. They began selling when the price started rising this year,
partly due to USDA's establishment of farmer-owned grain reserves to keep some
of the grain off the market and partly due to rising exports.

During the winter wheat harvest last year, the country actually had a sur-
plus of railcars. The surplus disappeared as grain prices finished their decline
and began to pick up. The railcar shortage developed in units of 5,000 to 10,000
or more covered hoppers a month, starting in February 1978, as corn and wheat
prices rose above the previous year's levels. In April, shippers were short 37,000
covered hoppers daily. On June 24, the shortage was over 23,800 hoppers--compared
to a surplus of 705 cars a year earlier.

Many grain dealers who buy from farmers at the local level are already
losing 10 cents a bushel because of lack of railcars to haul their grain to market.
This loss could soon end up in the farmer's lap.

It works like this. Local dealers buy from nearby farmers, usually using
credit, complete with interest charges. They buy at a price based on what they
think they can sell for later.

They sell the grain to larger dealers, possibly for export but also domes-
tic use. When they can't get railcars to ship to their buyers, they don't get paid
for the grain and have to continue their loan. The interest charges on their dept
eat into their profits. In addition they might have to pay late delivery charges
or try to buy back the contract, sometimes at a higher price of the current market.

The farmer will get hurt if he has grain to on his farm to sell but for
which the elevators won't pay what they normally would because of (1) transpor-
tation difficulties, and (2) interest the elevator operator is paying on a line of
credit for grain he has already bought from farmers. The loss to the elevator
operator is passed to the farmer.
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SECRETARY BERGLAND OFFERS USDA RESOURCES

The cotton industry faces similar problems. The 40—foot narrow door box—

cars the railroads have been scrapping as worn out are the very ones the cotton

industry needs. Secretary Bergland in April said cotton shippers had a two—month

delay in receiving boxcars. At the time, the nation's railroads were unable

to fill orders for 6,000 plain boxcars and more than 33,000 covered hoppers.

The Interstate Commerce Commission (ICC) is responsible for issuing service

orders, requiring railroads to make cars available for higher priority needs. On

April 28, Secretary Bergland ordered all USDA resources made available to ICC

to help it in its decision making.

WORST IN HISTORY

Citing the shortages as the worst in history," Bergland ordered specific

analysis of export sales reports, crop reports and estimated commercial fertilizer

use to help determine future needs for railroad cars.

The agriculture secretary also set up a -hot line" (202/447-6794) so ship—

pers, trade associations and grain elevator operators can alert USDA to serious

railcar shortages. Information from the hot line (73 calls the first week) is

passed quickly to ICC, which uses it in making its recommendations to railroad

car companies regarding where to place their cars.

The railcar shortage is plaguing the nation right now, but USDA officials

keeping an eye on the problem feel the country can move the grain overseas--if n
o

big breakdowns occur in the pipeline--and achieve its record export opportunity.

Advance for Release at 6:30 a.m. EDT Monday, July 17, 1978

Editors: A copy of this photo is available free to news media from Photogra
phy

Div., OGPA, rm-536—A, USDA, Washington, D.C. 20250, or phone 
(202) 447-6633. Ask

for 1073K1581-33.
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Mr. NOLAN. Thank you for your testimony and for the specific
amendments you have proposed for improvement, in particular the
special concern you have expressed in your written statement with
regard to the branch lines. Note is taken of it.
You said that this is the first time you have testified here before

the House?
Mr. WHEELER. Just before this particular subcommittee.
Mr. NOLAN. We will welcome you back in the future.
I am sure you know, but perhaps others do not, that the transcript of

these hearings is read very carefully by most of the members of the
committee and their staffs. There is a mailing list of policy and deci-
sionmakers as well as policy and decision analysts also to whom the
printed hearings are mailed. They, too, carefully go through the tran-
scripts of these hearings and oftentimes submit additional informa-
tion for us to consider.
Mr. WHEELER. I am not unfamiliar with that process, having done

the same thing myself.
Mr. NOLAN. So the scope of these hearings is sometimes more far-

reaching than the attendance we have this afternoon would indicate.
Mr. Harkin, do you have any questions?
Mr. HARKIN. I would just like to thank Mr. Wheeler for his very

good testimony.
Your exasperation with the people at DOT is understandable. It

seems that when you write them letters or call them, they act like they
just wish the problem would go away. They are hoping for an early
frost or something, it seems, in order to kill off all those crops so that
they do not have to face the problem, rather than really doing any
planning and getting this whole thing computerized, finding out
where the cars go, where they are located, and so on.
They should set forth a good plan of what they are going to do

with this huge surplus crop. But I see nothing coming from them.
Mr. WHEELER. This is the frustrating thing, Mr. Harkin.
All of us recognize that the Government policy from here in per-

petutity is going to enhance the export capabilities of the country.
The Congress is used to red-hot phone calls because the Elevator

Rhubarb Center, Iowa, cannot get a hopper car. But, let us put the
shoe on the other foot. When a ship is standing off awaiting the ar-
rival of a cargo, the demurrage on those ships runs from $10,000 to
$20,000 a day. We have had vessels awaiting loading for fertilizer
that have been in line for 21 days.
So, when USDA is complaining about the cost running to $1.5

million for this study, the farmers in your State of Iowa have lost far
more than that because of the elevators' inability to deliver the grain
on time. There is no force majeure clause in those things. If they
agree to deliver that grain at the terminal on a given day, as Congress-
man Nolan full well heard about 10 days ago, they really take a shel-
lacking on it with the penalties they pay, as we do.

Senator Long had a series of hearings last week on this whole thing.
A number of witnesses, including myself, suggested reverse demur-
rage, for example. If the carriers do not pick up the cars—empty
cars—on time, if they do not deliver them on time, this should be
considered.
As I told Senator Long, my presidential candidate in 1978 was

Genghis Khan because I really wanted somebody off to the right.

A
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But I now think that we seriously ought to consider the Government
establishing an emergency hopper car pool or very fast tax writeoff
being given to the carriers and the shippers to buy additional cars.
Our industry right now has about 18,000 covered hopper cars, either

under ownership or leasing, and we have about 5,000 30,000-gallon
tankers for anhydrous ammonia, with which you are both familiar.
But, we are not growing either because the railroads are detaining

these cars for so long, the turnaround time is so bad that neither the
elevator owners or ourselves want to acquire any more equipment.
So, as I said to Senator Long, and I hope the 96th Congress con-

siders this, the patient needs a fairly stiff dose of a cathartic, either in
the form of tax relief or a Government pool. Anything will beat what
we are doing now—anything.
That is why I said to the chairman, H.R. 12917 does not solve the

problem, but we have at least lit one candle.
But, enough said. Thank you.
Mr. NOLAN. Thank you very much.
You might be interested to know that some of the members, in their

frustration, are considering a grain slurry proposal. [Laughter.]
Mr. WHEELER. The water interests would be against it.
Mr. NOLAN. That concludes our testimony.
I want to thank all the witnesses for attending.
The subcommittee now stands adjourned.
[Whereupon, at 3:40 p.m., the hearing was adjourned.]
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