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Final spike driven in

rail rehab project

By TOM ROSELIEP
Herald Stalf Writer

The driving of a symbolic last
spike in a scction of Milwaukee
Road track near the
Weyerhacuser Co. here this
morning marking completion of
a $22.5 million, 111-mile rail 1
rehabilitation project from
Austin to Jackson.

The most recent part of the
project was the Austin Lo Albert
lLea section of the line. Some
30,000 ties, 25,000 cubic yards of
crushed rock ballast and 2,897
tons of heavy rail were added,
partially financed by money
rom an area rail users’ group,
the Southern Minnesota Rail
Shippers Corporation, The line™
will be able to handle 100-ton
hopper cars and accommuodalte
unit trains,

The shippers signed a con-
tract for the work last April.
Rail users furnished $603,900 for

with another $1,577,200 coming
from the Federal Railroad Ad-
ministration. Milwaukee Road
crews did the work on the line.

L.arge uscrs of the line in this
area include the Geo. A. Hor-
mel & Co., the Weyerhaeuser
Co. and Austin Ulilities. The
local ‘shippers’ group and two
similar organizalions in
southern Minncsota con-
tributed a total of $2,765,923 for
the three projects. The state
chipped in $§5,624,954, the
Milwaukce Road added
$4,813,930 and federal - grants
came 10 $9,272,200.

The money [rom the shippers
was an intercst-free lpan to the

railroad. Rail users will be paid * proj

hack for each car they ship on
the line. The Milwaukee will
also regay $2,906,177 of the
state’s share,

The line from Austin to
Albert Lea is considered vital

Minneapolis to Kansas City,

On hand for the ceremonies
here today were: Sen. David
Durenberger; Lt. Gov., Lou
Wangberg: Transportation
Commissioner Richard Braun;
Jim Barber, of Austin, head of
the Southern Minnesota Rail
Shippers Corporation; Worth
Smith, president of
Milwaukece Road;
Uitemarkt,
Austin Area Chamber of Com-
merce,;
Enright.

Following the spike driving
here, officials boarded a train
for ceremonies in Winnebago
and Jackson celcbraling the

roject. . .

In 1977, the Milwaukee Road
filed for reorganization under
federal bankruptey laws, Since
last spring, an arrangement

has been pending with federal

agencies to have the Grand

g‘: aﬂ'gf:{-of%nnﬁggxﬁ;: because it will link a potential Trunk Railroad take over
adls)ed $1.771.400 in Stoge fumde. norllh-south rail corridor from operation of the Milwaukee.
"~ Austin Herald —
October 7, 1982

Completion of rail
rehab to be noted

On Thursday. Oct. 14 the
Southern Minnesota Rail Ship-
pers and farmers will mark the
completion of the major

railroad rehabilitation project.

from Austin to Jackson. Over
$15 million from area shippers,
banks, grain elevators, city,
county, state and federal gran-
ts make 'this project a reality
and insures good rail facilities
for years tocome,

In Minnesota, federal money
was combined with funds from
shippers to rehabilitate rail
lines that can be compelitve
and show a profit of their own,
The Austin to Jackson project
has gained national altention.

-Dedicalion ceremonies wi
for the tracks will be held on

Thursday. Oct. 14, at
Weyerhauser in, Austin.
Featured speakers include:
Gov. Al Quie; Sen. Dave Duren-
berger, Worth Smith,
president, Milwaukee Railroad,

and Richard Braun, com-
missioner of the Minnesota
Department of Transportation.
The public is invited to attend
the ceremonies.

The Austin Area Chamber of
Commerce spearhcaded the
Austin to Albert Lea segment of

this line. A group, the Southern
Minnesols Rail Shippers Cor- !
poration, was set up within the -

chamber and raised over
$604.000 from area businesses
and governmenl units to help
finance the project. .

the’
John,
president of the’

and Mayor Robert:

3382
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St. Paul - Dispatch
October 11,

Railroads lukewarm
to rail repair proposals

o

Associated Press :
A group of shippers, labor unions and farmers cam-

ﬁ‘aigrging for rehabilitation of deteriorating railroad lines |

esota appears to be finding support just
everywhere — except from the railroads? i abqut

_ The group is campaigning for approval of a constitu-
tional amendment on the Nov. 2 ballot that would allow
the state to sell bonds to pay for the rehabilitation.

So far, the group’s efforts have won support from both
political parties and their major candidates. But Burling-
ton Northern Railroad based in St. Paul, the Soo Line and
:j:oe amendment, as has the Minnesota
ion, B

The railroads say they don't op the concept of the.
amendment, but t!zey age worrieé’my'u'get stuck with
the bill for’repairing and operating branch lines they
want to abandon. ‘ _ :

“We bave said we will not oppose it and we will not
support it,” said Alan Fitzwater, a BN Railroad assistant
vice president for governmental affairs.

““Our problem is that we’re not sure where the funding
will come from,” Fitzwater explained. “If we're assured
that the bonds will be paid off out of gt_eggg_a_}_ _rgy_e;gue

the Milwaukee Road have decided to take no pgsition on
Railroad Associa- -

funds, we'd have no reservations.” :

The: amendment would remove constitutional-barriers :

that prevent the state from going into debt to finance
work on private. Eeroperty such as railroads. The Legisla-
ture then would be allowed to approve the sale of bonds
for rail repair. ‘

Without financial aid, the state may lose 2,000 miles of
its 5,820 miles of track during the next 10 years, accord-
ing to the Minnesota Department of Traasportation
(DOT). About 830 miles of track already is in formal

abandonment procedures. .
“Loss of raifroad lines means increased trqck traffic,

oy

the DOT said. “If 2,000 miles of
line is'indeed lost, that could re-
sult in an extra 300,000 trupk
trips per year, which means in- *
creased deterioration of our
roadways, which, in turn, means,
a need for additional money for
road repairs.”

The DOT estimates that a §32
million investment by the state,
with shippers and railroads also
providing fucds, could preserve
and impreve rail service for 48
communities oa 370 miles of
track. The state would not be al-

1982

lowed to issue more than $200
million worth of bonds under this
amendment, although its sup-
porters say they don’t expect to
come close to that figure.

I visualize spending probably
in the first year $15 million to
$20 million,” said Arnold Ander-
son, head of Minnesotans for
Amendment IV, Anderson also is
2nd Distict chairman for the In-
dependent-Republican Party.
“The taxpayers, through the
Legislature, will have control
overit.” . E

“This isn't a subsidy for the
railroads,” Anderson said. “It's a
matter of financing rail im-
provements to kcep the pattern
of moving grain the way it has
been. Many communities were
built around the railroad aod
they will dry up if they lose it.”

Anderson argues that railroad
profits have suffered because of -
public subsidies for their compe-
tition -~ dredging rivers for
barge companies and road con-
struction and repair for trucking
companies.

*“This isn’t a gift,” be said.

Biil Bickley, Milwaukee Road
spokesman, said the railroads
“view this not as something for
the railroads, but as something
for the shippers.” For that rea-
son, the shippers or the public
should be responsibie for paying
off the bonds when they come
due, the railroads say.

For now, there is the Minneso-
ta Rail Service Improvement
Program, in operation for about
SiX years. It requires the state,
shippers along a rail line and the
railroad to put up money for a
repair project and to comply
with terms of operating the line
after the repair work is com-
plete,

Supporters of Amendment IV,
bowever, say the state cannot
continue to fund repair and reha-
bilitation projects without being
able to sell bonds.
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Nelson urges vote

Herald
7, 1982

to save the rails

State Senator Tom Nelson
today crilicized actions by
railroad companies to abandon
1,120 miles of railway lines in
Minnesota.

**I've always been opposed to
the abandonments, but up to
now there's been little anyone
could do to prevent it,”* Nelson
said. ‘“This fall, however,
voters will have the chance to
provide a solution and prevent
the abandonment of a large
segment of the state's raui
system."”

*‘A  Conslitutional  Amend-
ment on the general election
ballot will provide Minnesota
volers with the opportunity to
allow the state to bond up to
$200 million for rail
rchabilitation and repair,””

"“A YES vote basically would
put railway bonding on an
equal footing with highway and
airport programs, which are
currently supported by bond

sales,” Nelson said. “Any of
the actual bonding would,
however, first have to be ap-
proved by the Legislature.”

Passage of the amendment
would help preserve rail ser-
vice to 225 farm communities_
that are slated to be cut from
service over the next 10 years,
Nelson said. For example,
about $32 million in state
assistance could save 370 miles
of rail lines. That means 48
communilics on those 370 miles
could receive improved service
instead of losing service
altogether, :

“As a prime agricultural
state, Minnesota depends
heavily on the railways to tran-
sport goods to market. I believe
it's absolutely necessary that
the integrity of the rail system
is maintained,”” Neclson con-
cluded. “*That’s why I'm urging
a YES vole on ‘the amend-
ment.”

Minneapolis
October 13,

Star/Tribune

Dispgggh
1982

Sty Paul
- October 18,

Excerpt from a Dispatch poll of

Twin Cities area residents

regarding constitutional

amendments to be voted upon

in the November election

Respondents were then asked: “Would you vote

for or against the amendment that would allow the
state to issue'bonds up to a maximum of $200 mil-
lion for the improvement of railroad branch
lines?” The results:

Men ~ Women Total
EOF w0 s iisosss w5 smn o b 35% 28% 32%
Against. . .. .. ..... 37 26 31
Noanswer . . .., .. .. . 5 13 9
Undecided . . ., ... . .23 33 28

Many of those opposing the railroad measure
said the state should not be supporting private in-
dustry. Those favoring the amendment said the
branch lines are needed to help farmers get their
products to market as inexpensively as possible.

“Farmers need all the help they can get,” a
woman supporter of the measure said. A man fa-
voring the measure said, “There’s lots of towns
that just die when the branch lines goout,”

A man against the measure said, “The railroads
have raped and robbed us for years, It’s about time
they take care of théir own mess.”

1982

Soo Line offers tobuy

Associated Press

Rock Island t

Ames, lowa v

Farmers would be the big winners if
the trustee of the bankrupt Rock
Island Railroad accepts the latest
offer to, buy the railroad's “spine
line” in Iowa, transportation officials
were told Tuesday. ¢

“It would contribute to your econo-
my by bringing a new: competitor
in,” said Thomas Beckley, president
of Soo Line Railroad Co., the latest
firm seeking to buy the track. *I
think we have a reputation for ser-
vice to the farmers in North Dakota.
We would hope the same quality of
service would be attractive to Io-
wans.” ; ’

The Minneapolis-based firm is seek-
Ing to buy 650 miles of Rock Island
tracks and operate a major route to
Kansas City, Mo., through grain-pro-
ducing areas of central Iowa. Beck-
ley met yesterday with Gov. Robert
Ray and the Iowa Transportation
Commission to discuss the proposed
purchase, ; g ’

Beckley would not specify the price

rack inlowa

offered for the tracks, but said $75
million to $100 million would be “in

" the ballpark.”

Track that the Soo Line wants to buy
includes a 400-mile “spine line”
from Kansas City to Northfield,
Minn., and 245 miles of track from
Iowa Falls though Estherville to
Ocheydan and Forest City.

The offer is the second for the Rock
Island tracks, which under the Soo
proposal would extend Soo service
from Minneapolis to Kansas City,
Mo. The other offer has come from
the Chicago and Northwestern
Transportation Co., which already is
one of lowa’s main rail carriers.

It will be up to the Rock Island’s
bankruptcy trustee and a federal re-

organization court judge to deter-

mine whether either offer should be
accepted. The offer to buy would be

subject to approval by the Interstate

Commerce Commission.

Beckley said his line'could provide
new competition that could contrib-
ute to better shipping rates for farm-
ers, along with improved service.
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CIgineers

By ROBERT GEARTY

Washington (News Bureau)—The problem of
drunken driving has spread to roads with rails on
them. sccording to a recent study that included
Conrail and the Long Island Rail Road.

Drunken engineers reporiedly have been the
cause of several major accidents, and concern over
drinking among the men at the throttle surfaced
again recently in the derailment of a train al
Livingston, La.. which caused millions of dollars in
damage and forced the evacuation of 2,700 persons
{rom their homes for ncarly two weeks,

Federal invesligators said they found that the

engineer of the illinois Central train that went off.

the tracks oulside Livingsion on Sept. 28 was going
too fast and was drinking at the umg. Forty-three
chenncal-laden cars turned over, sending up plumes

of highly toxic fumes and causing fires that lasted
several days.
National Transporiation Safety Board spokesman

Ira Furman noted that il does again show thal crews
do consume alcohol prior to going on duty.”

THE SAFETY RBOARD has long pushed for
federal regulations to crack down on drinking on the
railroad but so far has run into opposition from the
Federal Raudroad Admunistration, the railroads, and
rail unions. All recognize the problem; they disagree

on the safety board's approach.

The safety board. which has no regulatory author-
ity, has pushed for changes since a 1974 accident in
Indio, Calif., involving two freight trains. The crash
killed an engineer and a brakeman and caused $1.6
million in damages. The board said its investigation
showed that the rear train in the crash “was being
operated at an excessive speed by an engineer under
the influence of 2lcohol.”

In 8 1979 accident, when a freight train plowed .

into another traim, killing an engineer and causing
$1.5 million in damage, the safety board said the

crash was caused by “the failure of the engineer, .

whose performonce was significantly impaired by
alcohol, to stop his train as required.”

Safety Board Chairman Jim Burnett cited a Feder-
al Railroad Administration study that showed that an
average 5% of the 234,000 railroad employes covtzred
by the survey showed up for work “very drunk” or
got “very drunk” while working, and a_nou:er 15%_-
came to work "a litle drunk” or got “a little drunk
on the job.

In a recent speech to railroad safety officers.
Burnett suggested it was ime to establish an alcohol-
free period before work, similar to the Federal
Aviation Administration requirement for commercial
flight crews, and a screening processto { ind problem

drinkers.

" -wheel assembly. Another

® ‘Jalong for the ride.”

Spot tracks of drumnlc

Chicago Tribune
October 15, 1982

¥

3 workers

s sy
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5

arrest

- )

ed in’

derailment

" BATON ROUGE, La. (AP)—Police.

arrested three railroad employees’

' Thursday in a probe of last month’s *Rouge bar. during a five-

" derailment. of a‘ speedin

Included in the arrests was a female:
clerk who tl_::;lk.w;‘, said was at -the
controls without authorization when,
the accident occurred. > o
. The three employees of the Illinois

\

Central Gulf railroad were charged ¥ - -

with reckless handling of hazardous

freight - ; :
train carrying hazardous ¢ emicgl};. ?)gfore,‘repqx}igg ox, duty

- :\*% 5 ALSO ARRESTED were the engi-

eer, Edward Peyton. Robertss:: Jr.

_fof; McComb, Miss., and' brakeman,

i, el
gaByrd was held in the Livingston
arish jail in lieu of $250,000 bond.

¢ ' ¥Robertson’ and - Reeves ' were held

here in lieu of $500,000 bonds.

g The National Transportation Safe-
y.Board said ion Oct., 2 that the
rain’s engineer, whom ‘it. did not

shame, had been drinking in a Baton

ur layover

N

o) . 51 t" .I. § ., 7 :

Khﬁ board spokesman-also said that "
dhe 101-car freight train was going at -

deast ' 5 : miles'/per; hour, ;abave s the ,,

‘ g\;ﬂ'sz 33-mile-p ur 'rail’ speed —

. materials, a felony under state law. -

“The investigation indicates that
aleohol and speed were involved,” a
state police news release -said.
‘However, it is unknown at this time:
j;hattthese.fact.ors led to the. derail:
ment.”” iR g ' Dot

A spokesman for the railroad said.

the derailment had been caused by a-
-mechanical -breakdown in' one car’s
kesman:

‘at ‘the railrpad’s: Chicago headquar-

. ters said a company tip, had led to

-the arrests, but he had no.further
‘comment."

#"HE SAID an internal investigation
would begin Monday and the three
had been suspended from their jobs.
-«More than ‘2,700 residents of
Livingston, La., were forced from
their homes when 43 cars derailed at
the edge of town and exploded in
flames on Sept. 28.-

" ¥*They were allowed to return home

earlier this week, as clean-up crews.
continued to clear the tracks of
wreckage. " oot ety
i State police identified the woman
‘as’ Janet Brumfield B of 'Gon-,
_zales, La., an ofiice clerk for:the
railroad who-was-the only unautho-
«rized person aboard, Asked why she
“was at the controls, state police

"g'e‘-g(;mmander Grover Garrison said

thorities believe she was just

BN Propéses,

Journal of Commerce
October 21, 1982

% ; [ Vit gm \iﬂ:\ Wi e t
‘Coal Rate Increases -
1 Journal of Commerce Statf,, . .
I WASHINGTON — The Burlington:
! Northern - Railroad - has proposed in-
:creases in unit train rates on coal.
‘moving i from Colstrip and. Kuehn,
: Mont. to Columbia, Wis. . 4t b .« -
| " Specifically, the:BNi:wants to
{charge $17.49 per .net:ton on the’
‘traffic: instead .of -the .present.$15.44.
ipate. o > ot e ekt
.- BN filed forthe: increase after-
 talks'with the Wisconsin Power & Lift:
i Co. broke down.: . : i
4~ The increaseis- scheduled ‘to go:
‘into effect: Oct. 31.unless;{suspended:

A 3 S T

PEEE Y R I T3 S

by the Interstate Commerce.Commis-’
110 RISV S W A B DR Hrs R v R
5 s Cend 0B RGBS L Bl B, b
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Towa Truck Ruling
Allows Tax Refunds

" Journal of Commerce Staft

WASHINGTON — A recent Iowa
state government ruling could have
interesting tax implications for the
nation’s trucking industry.

Iowa officials have held that Um-
thun Trucking Co. — an Eagle Grove,
lowa, company — may apply for and
receive refunds on the state fuel tax
for fuel consumed while its trucks are
idling if it can document the practice.

Computers can provide such docu-
mentation, company officials told this
newspaper. .

Various segments of the trucking
industry are researching other state
tax laws to determine if they are
eligible for refunds. '

Chicago Tribune
October 14, 1982

Soviets OK

10-15-82

Rail Eliminates |
Interchange Point

Journal of Commerce Staff Sl

~ © WASHINGTON — The Interstate

Commerce Commission has approved
Norfolk-Southern Corp.’s proposal to
quite interchanging traffic with the
Burlington Northern Railroad at Bir-
minghan, Ala.

Tariffs issued by the Southwestern
Freight Bureau and the Southern
Western Trunk Line Committee can-
celling joint rates on the traffic were
approved despite vigorous BN pro-
tests.

The agency’s action permitted
them to go into effect Oct. 10 as
scheduled. :

"1 forecast by way of volume' of
... this year should
equal or perhaps even exceed the

export grains

total record of exports of last year,”
Argue said.. Canada sold almost. 30
million metric tons worldwide in 1981

. 4 g :
big Canada &g "

grain deal:

OTTAWA (UPI)—Canada
made a $1.5 billion deal with
Soviet Union for 8.3 million,__mehf
tons of grain in the largest single
grain sale in Canadian’history, ;(\:ﬂi-

cials said Wednesdav.

Hazen Argue, the Canadian-Wheat -
Board minister, told a news confer-
ence there might be further .grain
-sales to the Soviet Union this year
and Canada might post:a record: in

- UL S = )

total exports. )

ic

poor ‘harvest in a row, is committed
to buy at least 6 million metric tons
of U.S. grain this year. Soviet and
American officials are to meet ‘in
Vienna late this month to discliss

tgg further sales. Last year the Soviéts

bou%lt '13.9 million metric tons frpm
the U.S. :

Union. is “‘the largest annoyncement
ever made at a single time concern-
ing grain sales in the history: of
Canada,” Argue said. . ..
The sale is for a mix of cash and
credit at commercial rates. Argue
would not reveal the exact terms.-
However, he said Canada has ex-
tended credits of at least $1 billion to

the Soviet Union at commercial

rates for six months. J .

gy |

" CANADA'S DEAL with the Soviet

9

Agreement reached
on Rule G Bypass

The UTU and the St. Joseph
Terminal Railroad have signed a
Rule G Bypass Agreement. Rule
G prohibits the use or possession
of alcohol, drugs or narcotics by
employees subject to duty or by
employees on duty or on com-
pany property.

The agreement provides an
employee caught in violation of
the rule with a chance for rehabili-
tation. An employee removed
from duty and referred to a coun-
selor has the option under the
agreement to accept counseling
or treatment without loss of job
or blemish on his personnel
record, or to refuse treatment
and demand a formal Rule G
investigation.

Each employee covered by the
agreement gets only one chance
at a Rule G Bypass in a career.

Signing the agreement for the
UTU were General Chairman Fay
Garges, Dean Hazlett, local chair-
man of 1409, and G.A. Bishop,
vice local chairman.

UTU NEWS October 16, 1982
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Administration Transport Issues

By KEITH ROCKWELL
Journal of Commerce 5taff -

SAN FRANCISCO — Former Sec-
retary of Transportation Neil Gold-
schmidt blasted the Reagan adminis-
tration Tuesday for dragging its feet
on upgrading the rail and motor
carrier deregulation acts, for failing
to develop a national transportation
policy and for slashing the motor
carrier safety budget by 15 percent.

In a speech given here before the
10th annual conference of the Nation-
al Council for Physical Distribution
Management, Dr. Goldschmidt lam-
pbasted the administration for what he
called shortsightedness on transporta-
tion issues and for failing to allocate
the funds necessary to repair the
nation’s transport system.

*Today there is no national direc-
tion toward which transportation poli-
¢y is moving;-no clear set of out-
comes or values which we should
expect or hope to achieve,”” he said.

Dr. Goldschmidt said the adminis-
tration has neglected its responsibili-
"ty for improving the conditions of the
current deregulated environment
which was established by the Carter
administration. Dr. Goldschmidt, now
international vice president of market
for Nike Inc., served his term in
Washington during ‘that time.

“Deregulation is still working, but
it is a much smaller factor than it
should be because the Reagan admin-
istration lacks the vision to link it up
with other pieces of a transportation
policy to make it larger and more
successful,” he said.

This failure was, he said, “the real
tragedy of transportation deregula-
tion.” '

Dr. Goldschmidt urged the Reagan
administration to give top priority to
repairing the ‘damage which plagues
the country’s transportation infra-
structure. The current state of the
system is extremely costly to all
Americans. .

“QOur transportation system should

attack inflation by encouraging pro- -

ductivity. Bottlenecks in our inland
waterways, decaying highways that
are literally rotting through, bridges
_that are a threat to the movement of
goods — these are real hazards to
American productivity and they
should be attacked,” he said.

THE JOURNAL OF COMMERCE, Wednesday, October 13,1982

“As a nation, we are running for
the decade of the '80s a $2-3 trillion
capital infrastructure repair bill; $1
trillion in highways and bridges, $600
billion in city streets, $40 billion in
‘inland waterways and more’ for sew-
ers and water systems,”” he added.

He claimed that federal budget

*The work we are putiing
off today will cost that
much more tomorrow —
and we will incur the cost
of delay and damage’

.today.’

reductions which affect these repairs
are merely a case of the administra-
tion passing the buck onto other
administrations. ‘ :

“America has hit a new low point
in our spending for public works,” he
said. *Today, these needed invest-
ments are being deferred in the name
of false economy.”

“The work we are putting off
today will cost that much more
tomorrow — and we will incur the
cost of delay and damage today.”

He was particularly upset over the
administration’'s slashing of the motor
carrier safety budget by 15 percent.
As transportation secretary, Dr.
Goldschmidt had strongly recom-
mended to Congress that new safety
legislation was the only way to insure
lhaftt the nation’s highways are kept
safe.

“1 do not accept the notion that a

government which surrenders eco-
nomic regulation can automatically
walk away from its responsibility
from safety regulation,” he said.

_ ““The fact of the matter is, there
hasn't been new safety legislation.
Instead we've seen a reduction in‘ine
federal commitment tg highway safe-
ty — and it comes at a time when
more and more of the motoring public

" is taking to the highway in smaller

and smaller cars,” he said.  °

. Dr. Goldschmidt pleaded with the
current administration to develop an
effective transportation policy to-be-
gin the task of curing the nation’s
transportation ills. Failure to do-so,
he suggested, would hinder-the
nation's attempt at economic- regov-
eryﬂ . © N‘
“As a result (of not having a
decisive transportation policy), we
are seeing opportunities being
missed, we are seeing costs deferred
for future generations to pay and. we
are seeing America's self-interest
ignored in a world where other
nations clearly understand and act in
their s_elf-interests," he said. '
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Rail Traffic Hit Hard

By Economic Slowdown

By HELEN ERICSON
Journal of Commerce Staff

WASHINGTON - After breaking out of a long slump for two promising
years, the rail freight industry is losing ground to the dismal economy. Rail
industry officials and financial analysts see no near let up.

Domestic and export coal markets and traffic in general is declining.
Revenues continue to fal], ;

Of the 1.1 billion freight cars owned by the nation’s largest railroads, an
unusually large number — 265,000 — are in storage. This compares with an
average number of only 25,000 routinely idle between grain harvests and none
during healthy economic times.

If it were not for recent easing of federal regulation, “*we’d be awash in a
sea of red ink,”” William H. Dempsey, president of the Association of American
Railroads said in a telephone interview., T

“We're hurting, but we’re surviving,” he explained, because of marketing
freedom, including deregulation .of piggyback service, now enjoyed by the
industry. ey ) :

‘ Association statistics show that net revenue in the first half of the year
was down almost 31 percent. The industry’s rate of return was 3.07 percent
compared with 4.59 percent for the first six months of 1981. ‘

Freight traffic during the week ended Sept. 18 showed a typical decrease of
more than 19 percent below the same week a year ago.

A week later, the four-day strike by the Brotherhood of Locomotive
Engineers caused traffic to drop more than 38 percent.

Mr. Dempsey pointed out that although the overall traffic picture is fairly
bleak, coal, the railroads’ prime traffic and revenue producer, and piggyback
kave held up. s ‘

So far this year, coal is 4.7 percent more than 1981. Piggyback is 6.8
percent more than last year. : MR E

.Mr. Dempsey reported that the industry did not start to lose ground, until
the fourth quarter of 1981. Net revenue was up 22 percent in 1981, but that
included a 17 percent drop irt the last quarter. -'

Since that quarter, the economy has continued to move “‘straight down,”
Mary DeSapio, vice president at Lehman Brothers Kuhn Loeb Inc,, observed,
and “it seems to be getting worse.” ‘ g ' ‘

; Early this year, Ms. DeSapio was more optimistic than some rail analysts,
predicting that rail deregulation and the new tax law would keep the railroads
in decent shape. |

These changes have helped keep the industry from serious financial
trouble, but if the economy continues to drdp, 1983 looks foreboding, she

observed. o il ;
At the same time, the industry’s balance sheets are *‘very strong,” there is

-plenty of cash, Ms. DeSapio reported. And she predicted that stock in newly
merged railroads will continue to be strang. " T« el s T e i

Isabel H. Benham, president of Printon, Kane Research Inc., predicts that
the railroad industry will see a substantial reduction in earnings this year, with
no improvement in sight. ! ' . _

/ “The business just isn’t there,” she said, and fourth ‘quarter results are

likely to be “very, very poor,” especially if the winter is hard.

In 1980, the railroad industry recorded its highest rate of\return in 25 years
— 4.13 percent. It was still relatively strong in 1981 at 3.98 percent.

The failing economy hit in the fourth quarter of 1981 when net revenue
from rail operations dropped 17 percent to $584 million compared to §707 million
in the same period of 1980. . . SELNE VR - BRI s
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Analysts say unions won
contract negotiations

By JAMES A, BACON

Stalt writer -—

Although Congress oragered a halt to a
four-day strike by the Brotherhood of Lo-
comotive Engineers, some analysts say the
BLE and other railroad unions were the
real winoers in overall contract negotia-
tions.

The engineers — who walked out over..

the right to strike in separate negotiations
to win a pay premium over other railroad
workers — were ordered back to work
Wednesday and had the no-strike clause
imposed on them. The BLE had bitterly op-
posed the no-strike provision.

Despite the congressional order, how-
ever, the BLE and other unions have won
contracts from the railroad industry that
provide train crewmen pay raises of
around 28 percent over three years, de-
pending on inflation. The contracts also
blocked an industry bid to overhaul the
complicated system of railroad work rules.

The BLE did lose the right to strike
during negotiations over certain productiv-
ity bonuses. And the United Transportation
Union, which represents brakemen and
conductors, did lose ground on the issue of
phasing out cabooses.

But the railroad unions were able to
avoid major salary concessions that were
forced upon many other industrial and
transportation unions during a year of se-
vere recession.

“The settlement with the unions has
got to be a real disappointment for the
industry,” said Jack Kawa, a railroad ana-
lyst for Dean, Witter Reynolds, a New
York stock brokerage.

“This was the industry’s year to get
something” from the unions, he said. When
the contracts expire in 1984, Kawa said,
the economy probably will be in better
shape. If unemploymeant is lower, he said,
the unions will be in a stronger bargaining
position. If the railroads found it hard to
win concessions in 1982, he said, they may
find it even harder in 1384.

All but two of the railroad craft unions
reached contract seitiements with the
industry last year, The United Transporta-
tion Union has tentatively signed a con-
tract. but the agreement must be approved
by the union’s membership. The BLE con-
tract was imposed this week by Congress.
Since they were able to win “lonesome” pay
in compensation for smaller crews, the crewmen
may hold out for “strap-banging” pay in compen-
sation for working in more crowded conditions,
said Livingston, using an analogy with the sub-

way cars used by New York commuters.

The companies granted a generous wage
increase — 11 percent for the three years
up to January 1984, plus a cost-of-living in-
crease that could add roughly another 17
percent. But they also pressed for conces-
sions on a number of work rules that add
considerably to payroll costs.

Four major issues arose in discussions
between the industry and the train crew
unions:

® The industry wanted a study com-
mission to review numerous work rules it
claims are antiquated and inefficient.
Crew members are given extra pay for
certain types of work known as “over-
miles.” traveling more than 100 miles in a

day, and “arbitraries,” such as linking air hoses,
switching {rom one train e another or cperating
a train without a f{ireman.

Under the terms of the settlements, a study
commission will examine the issues but will have’
no power to impose its recommendations. In oth-

, er words, “the carriers lost.” said Heory Livings-
ton, a railroad analyst with Kidder, Peabody, a
New York brokerage house. It's a move in the

. right direction, but it’s an open question whether
it will lead to anything, he said.

" @ The industry sought to exclude the over-
miles and arbitraries, which account for some 35
percent of total pay, from the pay increases. The
unions, which wanted to extend the raises to all

- categories of pay, won this major issue.

@ The industry sought an end to trainmen
"and engineers each seeking successively larger
pay raises than the other. They also wanted con-
tracts with a clause preventing strikes in case
agreements could not be reached.

In past years, the brakemen and conductors
of certain railroads had agreed to smaller crews
in exchange for “lonesome” pay, a productivity
bonus to compensate them for the additional
work and responsibility imposed by the reduction
of crew size.

These bonuses substantially parrowed the
gap between the pay of the engineers and other
crewmen. The engineers objected, and sought ad-
ditional pay raises tq preserve their status as the
highest-paid crew members. They also demand-
ed the right to strike In order to back up their
demands.

Without the right to strike, BLE officials
have said the engineers would have no leverage
in their negotiations with the railroads.

In the contract settlements, the industry
agreed to allow the uniqn to negotlate ticse qu
tions with individual railroads, but won a mora-
torium on all strikes over the issue.

@ The industry soughbt to eliminate all ca-
booses from its trains, 3 move it claimed could

- save some $400 millicn a year. The brakemen
- and conductors conceded the right to negotiate
%the:ssueranxoadbyraumd.

The caboose issue is probably the major gain

' won by the railroad industry, but railroad com-

pany savings aren't likely to amount to the full
$400 million, said Livingston, the rail apalyst.
Arguing that the elimination of cabooses will
force crew members into the less comfortable
accommodations of the locomotives, they may
well ask for additional productivity boauses.

September 24, 1982



% Once cvery other week, often
before dawn, Hays T. Watkins
eases his gray 1979 Oldsmobile
Toronado out of his con-
dominium driveway in Rich-
mond, Va., threads his way
through suburban streets to
Interstate 95, drops a dime in
the toll booth basket, and heads
for Washington, D. C,
Although a railroad man, he’s
as familiar with the 105-mile
stretch of highway as any truck
driver. And, once he arrives in
the nation’s capital, the 6-foot,
56-year-old chairman and CEO
of Richmond-based CSX Corp.
knows his way around there,

too.
In an era when many CEOQs

find themselves enmeshed,

however reluctantly, in gov-

ernment relations, Mr. Watkins

meets the task with unusual elan. By his own estimate,
he spends one-fourth of his worktime on government-
related activities. And he’s adept at it; he is widely
credited for playing a pivotal, behind-the-scenes role in
spearheading the landmark railroad deregulation legis-
lation of 1980.

A low-key, gentlemanly sort who keeps a Bible on
the coffee table in his luxurious office overlooking the
James River, he protests in his Kentucky drawl that he
is a not a government-relations “supcrstar.”’

“I'm not a confidant of Presidents like Irving Shapiro
and Reginald Jones,” he says, alluding to the two most
recent winners of IW's Excellent In Management award
for government relations.

Yet, in his own way, he is just as cffective, He docs
considerably more than merely testify or make
speeches on issues—which is often the extent of the
government-relations involvement of CEOs at many
large companies. (CSX is the holding company formed
by the November 1980 merger of Chessie System Inc.
and Seaboard Coast Line Industries Inc.; its other hold-
ings include natural resources, real estate, and corpo-
rate aviation.) _

Making rounds. Mr. Watkins has taken it upon him-
self to personally visit senators from each of the 22
states—as well as representatives from each legislative
district—in which CSX has operations. As a result, he
has made some 300 calls to legislators’ offices during

the last 18 months, a cycle that

will begin again when a new

lS:cmgnf:ss is elected in Novem-
er.

In addition, he’s an habitue of
the Dept. of Transportation
(DOT]j, the Interstate Com-
merce Commission (ICC), the
Federal Trade Commission, and
other federal departments and
agencies whose decisions affect
his company. And, although he
assigns responsibility for stute-
government relations to the
heads of CSX’s opcrating units,
he is an informal adviser to such
governors as Kentucky’s John Y,
Brown Jr. and West Virginia’s
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Jay Rockefeller. On a more for-
mal basis he is co-chairman of
the task force examining the In-
terior Dept. for President

Reagan’s Private Sector Survey
on Cost Control in the Federal Government, The over-
all survey project is chaired by Peter Grace, chairman of
W. R. Grace & Co.

For all his personal involvement, Mr. Watkins insists
that he is only the “leader of the team.” His most sig-
nificant accomplishment, he believes, has been to in-
still an awareness of the importance of government re-
lations throughout his company. Indeed, asserts John
W. Snow, CSX’s Senior Vice President for Corporate
Services (who accompanies Mr, Watkins on his Wash-
ington trips and shares the driving): “Hays has scn-
sitized this entire corporation to government
relations—right down to the engineer on a train. He has
institutionalized it. If he were to leave the company,
his approach would endure.”

Rail buff. Hays Watkins isn’t about to leave, how-
ever. Railroading runs deep in his blood. As a youngster
in New Castle, Ky., he had an uncle who was a railroad
conductor and a cousin who was 3 brakeman. While
working toward a master’s degree in business adminis-
tration at Northwestern University he was such a rail
buff that he photographed every “named” passenger
train that came to nearby Chicago in the late 1940s,
That collection of photos today is one of his prized
possessions,

His love of railroading steered him to the Chesapeake
& Ohio Railroad (C&0Q) following his graduation from
Northwestern in 1949. He started as a staff analyst and
quickly moved up the ranks—becoming president and
CEO of the merged C&0 and Baltimore & Ohio Rail-
road Co. in 1971. From that year on, he recalls, “it
became obvious to me that government is a key partic-
ipant in any [business] organization. More decisions
that affect your company are made in Washington than
in your own office.”

In his assignments since then—he became chairman
and CEO of the Chessie System, the holding company
formed in 1973, and has been chairman of CSX since
May of this year—that conviction has been reinforced.

“I had no idea in 1971,” he reflects, “that some day
government relations would take up 25% of my time.
But the more I become connected with government re-
lations, the more I am convinced that it is the single
most important function of my job,”

Wanting nothing. “From a lobbyist’s point of view,
Hays is a delight to work for,” says Woodruff “Woody"
Price, CSX'’s Washington-based vice President for gov-
crnment relations. “He has a
sophisticated understanding of,
and a respect for, the political
process and its participants. Un-
like a lot of businessmen, he
doesn’t perceive the political
process as the enemy—as an ad-
versary proceeding.”

Mr. Watkins wasn't always
that sophisticated, as he readily
admits. He recalls “very, very
vividly” what one influential
congressman asked him when
Mr. Watkins first started going
to Washington: “How come you
railroad guys never come to see
me,” the legislator grumbled,
“except when you want some.
thing?”

Continued
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Since then, when the CSX
chairman sees legislators and
agency officials, he makes a
special effort to avoid, as much
as possible, discussion of the political issues of the
moment. “When you don’t have a particular bill to
lobby for, the atmosphere is much more relaxed,” he
observes. “You can talk about longer-term policy issues
and trends.”

His willingness to seck accommeodation distin-
guishes him from many CEOs, who tend to be more
demanding in their Washington dealings. Comments
CSX’s John Snow: ‘“Hays immediately perceives why
you can’t get a full loaf in Washington. He realizes you
have to accept things you don’t like in order to get, say,
a 10% gain.”

Long wait. Mr. Watkins possesses another attribute
that comes in handy in Washington: an immense rescr-
voir of patience. Unlike many CEQs, accustomed to
being No. 1 in their companics and expecting the same
kind of deference in the capital, he realizes that con-
gressmen and government officials aren’t at his beck
aliu Caii.

It’s not uncommeon for Mr. Watkins to wait 75 min-
utes or more to see a legislator or Administration
official—an experience he calls “humbling.” His all-
time record was 16 hours. That heel-cooling ordeal oc-
curred in 1975 when, during the negotiations to set up
the quasi-public Consolidated Rail Corp. (Coarail),
then Transportation Secretary William J. Coleman Jr.
mediated a dispute between eastern railroad manage-
ments and labor unions. The secretary suggested that

" Journal of Commerce
October 15, 1982
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CSX Announces -
Railroad Merger

Journal of Commarge Staft

The Seaboard Coast Line Railroad
and the Louisville and Nashville
Railroad are being merged officially
to form the Seaboard System. Rail--
road. ' - Gy - el

“Phe board of directors of CSX
Corp., the lines’ parent company,
announced that the change will be
effective Jan. 1 following filings with
,the Interstate Commerce Commis-
sion. "+ T ke ‘!:!‘;-._".-, i

The 'merger is intended to provide :
shippers with the advantages’of a
single railroad throughout the 16,000
mile system, which covers 13 states,
according to Richard.D. Sanborn,
president of the system, which-is,
‘known as_the Family Lines atpres:s;

ent. The Family Lines name will be.
discontinued, officials. said. R SER )
" The new system also will include -
three other Family Lines carriers.
the Georgia Railroad, the Atlanta and ",
West Point Railroad and the Clinch-.
field Railroad.” .

Mr. Sanborn.said the consolidation
will improve the efficiency: of the

i

lines’ internal operations. '

|0

Mr. Watkins, who was one of the ma.agement
negotiators, wait in an outer office while he, Mr. Cole-
man, discussed a point with the labor leaders.

#That was at 10 a.m.,” Mr. Watkins remembers. “At
2 a.m. the next morning Secretary Coleman came out
of the room and told me, ‘I’m having a little difficulty.
Let’s take a break.””

Primie mover. Because he is Washington-wise, it’s not
surprising that Hays Watkins has been one of the most
influential CEOs in shaping rail legislation of the last
decade. He played a key role in fashioning the Regional
Rail Reorganization Act of 1973, which set up the
planning mechanism for restructuring eastern railroads
after the bankruptcy of Penn Central and other carriers,
and the Railroad Revitalization & Regulatory Referma
Act of 1974, which cstablished Conrail.

Perhaps his most shining accomplishment, though,
was in helping to sell the 1980 rail deregulation law—
the Harley O. Staggers Rail Act. “There wouldn’t have
been a deregulation bill without
Hays Watkins,” declares one
former DOT official. So conten-
tious was the issue that the
Assn. of American Railroads
took no position. Mr. Watkins,
however, “evangelized” the bill
within the Chessie System, sold
his own board on it, and then
became the prime mover in set-
ting up an independent lobbying
organization among railroads on
behalf of the measure.

More recently, Mr. Watkins
has been credited with influenc-
ing the transformation of Con-
rail into a profitable railroad for
the first time. The Reagan Ad-
ministration initially seemed
ready to give up on the eight-
year-old carrier and sell it
piecemeal to other railroads.
But CSX, led by Mr. Watkins,
was the only major rail firm to oppose such a sale, argu-
ing that it probably wouldn’t attract any takers. A bet-
ter approach, contended CSX, would be to grant Conrail
greater authority to lay off unneeded employees and
abandon unprofitable branch lines. The Administration
pursucd that course—with apparent success.

Eye on the future. Mr. Watkins’ endeavors in behalf
of orderly rail deregulation ultimately should bencfit
not only his company, but all of the nation’s shippers.
He talks enthusiastically about the future.

With dercgulation as ‘a starting point, he cnvisions
the day when it “will no longer be enough to be a rail-
road, truck line, a slurry line, a water carrier, or an
airline.” He’d like to sce the government take steps to
cnable companics to provide a full range of transporta-
tion services.

His vision of onec-stop shopping for transportation
will require a further overhaul of the nation’s transpor-
tation laws—and a lot of sensitive government-
relations work. Thus, it’s not surprising that when his
associates at CSX begin trickling into the office, as
carly as 7:30 a.m., they usually find that someone has
already turned the lights on and flipped the calendar
page in the reception area.

More often than not, that someone is Hays
Watkins—already at his desk, thinking about the future
and how to bring it about.

And planning his next trip to Washington. 4
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You may want to keep for reference.

Jackson County Pilot

Jackson, Mn.
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Content may differ from Milwaukee Road viewpoint.
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Plan celebrahon here on Oct. 14

The -S26 million, 85-mile
Milwaukes railway line from Austin
to Jackson is scheduled for com-
pletion Oct. 8, and there will be

celebrating Oct. 14.
On Oct. 14, a train will be leaving

Austin around 12:45 p.m. and will .

arrive in Jackson at approximately 6
p.m., with a dinner at the elevator
planned after arrival. Speeches by
dignitaries are planned here, along
with other festivities. Plans have not
been finalized, however, according
to Forrest Mariner, Jackson,
vice-chairman of Cornbelt Shippers
Association.

People from the Jackson area.

could possibly board the train in
Winnebago,
although those plans are not
finalized.

3282

Mariner commented,

The Cornbelt Shlppc:s As-
sociation, whick includes Jackson
area shippers, was responsible for
36 miles of Milwaukee track from
Winnebago to Jackson. Shipper,
state, federal, county, city and
railroad money was used in the
project. Coantributions also came
from other civic organizations and
area shippers.

In phase one of the renovation,
the Cornbelt Shippers were
responsible for laying of new rail
ties and rail bed. Phase: two-
involved the laying of new rails.

Mariner said he thinks the
project is the only successful one of
its kind in the country. The planning
started way back in 1977, he
commented. '

The ﬁrst phase involved a share

of $647.367 by Cornbelt. Cornbelt

heiped put $423,000 into t.he second
phase, Mariner said.

A 4

The rails are used for the
shipment of grain ‘and  ‘other
commercial freight. The ‘railway
never shut down but Mariner said it
would have if it had not been for the
soon to be completed effort.

Firms pledging money for rail
repair . are virtually assured of
repayment, according to. Cornbelt,
Payment will be refunded at the rate
of $65 per railcar the first year, $70
per car the second year, $75 the —

'third year, $80 the fourth'year, and

$8S for the fifth through teath years,/



By DEWEY PFISTER
Herald Staiff -
MERRILL — While
other areas of the state
are facing a loss of rail
service and removal of
tracks, Lincoln County
is fortunately seeing an
upgrading of the Mil-
waukee Road line from
Wausau to Tomahawk. .

Wausau

Herald
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From Wausau to Tomahawk

the project for mem-
bers: of ' the Lincoln

County Board and rep--
resentatives of the Lin-.-
‘coln County Shippers -

.+ + . northward some miles

Association.

Motor v'ehic.leé

equipped with- railroad :
wheels transported the
delegation on the’

trackage north from

The $6 million rehas Merrill>™"

bilitation project will
enable the speed limit
for freight trains on the
line to be increased
from 10 to 25 miles an
hour and provide more
dependable service. i
A state 'Department
of Transportation grant
and loan, a loan by rail
users along the line and
Milwaukee Road funds
are financing the pro-
jeet..® & *
Railroad and DOT of-
ficials were guides
Wednesday on a tour of

.~'The ‘project is being
accomplished on sched-
ule and quality work is
being done, was the un-

solicited compliment:
from Jack Ormgnd,

head of the Marinette,

Tomahawk & Western.

Railroad at Tomahawk.
The short-line railroad

is a subsidiary of.

Owens-Illinois Inc., a

major user of the Mil-.

waukee Road line.
About 40 percent of

the work has been.

completed. - Replace-
ment of ties and instal-
lation of 15 to 20 rail
carloads ‘of ballast per
mile has progressed

from Merrill. .. .0
: ‘Elimination: of 10
unused = turnouts
(switches) has made
more money available

* for ballast, a DOT re-

port said. Twenty turn-
outs, have already’ been
rebuilt. .. soi e

Crossings’ have. been

rebuilt from Wausau.

ber material was used

instead of planking at’

‘through Merrill. A rub-,

the First and ‘Third

Street crossings'in
Merrill under a cost-
sharing arrangement
‘'with the city.

The next major

;”phase will begin in
_about two weeks with

installation of reha-
bilitated continuous

" welded rail on 28 miles

Chicago Tribune

UsS Canadi vail Tink

U.& AND CANADIAN railroad passenger sysd

b

T

of the line. That work
may not be completed
before winter but.Pro-

October 12,

Rail line being upgraded

ject Engineer Larry sprayed, vision for mo-
Carroll is hoping the torists has been im-
1,400-foot-long sections: proved. at crossings,
can -be 'installed fromt and drainageis_being
Wausau through Merrill, improved. -

before cold weather. . The tour provided

.and snow ' halts work. evidence " that- trains

until spring. .+ . 'will soon be.operating
- Other work has been more safely: between
done in conjunction Wausau and Tomahawk
with the project ‘¥ard;.and .the daily_way
tracks were-adjusted-in, freight between the-two
Wausau, -Merrilliand, cities will more easily
Tomahawk, rail an- ke able to make con-
chors have: been in- nections with: freight
stalled on' eight miles traiins operating be-
of rail not scheduled tween'Wausau.and:New
for replacement,. road- Lisbon at the railroad’s

side brush has been main line.

1982

will begin joint service between Chicage and

oronto, Canada’s largest: city,. beginning Oct. 31, offi-
cials: announced.. It will be the first through passenger:

trair between those cities!in more than 11 years.  One-- :
way.fare to Toronto will be $64. A round trip fare will be;

$96."The new ‘“International” will be operated with
equipment provided by both Amtrak and VIA Rail:

Cangda, the Canadian rail passenger agency, in part:
with- subsidies. from Michigan. The train will: bypass.:
Detroit, but will provide service to- Hammond, Ind.;:
Kalamazoo, Battle Creek, Lansing; Flint, and Port.

Huton in Michigan; and Sarnia and London in Ontario.
The=:train will connect in Toronto- with VIA service to
Niagara Falls, Ottawa, and Montreal, Amtrak officials’
said® The 495-mile trip is scheduled to take approximate--
ly 10% hours. The train is scheduled to leave Chicago’s;
Union Station at 10:25 a.m. daily with an arrival time of’
9:50 p.m. [EST] in Toronto: The return train leaves at.
8:10 a.m. .and. arrives in Chicago at 6:02 p.m. except:
Sundays when the departure is pushed back to 1 p.m..
with a-10:47 p.m. arrival in Chicago. The International,
will be the second train jointly operated by Amtrak and:
VIA. Those agencies also operate the Maple Leaf be-
tween New York and Toronto, and Amtrak operates the.
Mo:ltrealer between Washington, New York, and Mon-:
freal. . & e m W o 2

st
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railroad Jour-day strike

_A_gencration ago. national rau
asl_week’s walkout, however, no
gu',n,plgr: both the sluggish economy and
the _diminjshi ail transport
blu L ct. In the Northeast, ser-
vice was relatively unaffected since the re-
gion’s major line, Conrail. was not struck
by the enginecers. The Southern and the
Family Lines systems, the two major rail-
roads in the South, drafted supervisors
and other skilled personnel (o operate the
tratns. and most major runs were made.

Hardest hit was the Midwest. hub of
the nation’s railroad wheel. Burlingion
Northern, whose headquarters is in
SL Paul, is the country's largest raii sys-
lem, with 800 trains. bul it was running
fewer than 200. Only twelve of the 46 Am-
trak trains that chug out of Chicago daily
were operaling, while Armeo steel shut
down cight coal mines in West Virginu,
idling 1.400 workers.

By week's end the nation’s rails were
returning to normal, which was a mixed
blessing. When the strike began, for ex-
ample, the Spirit of California was in the
middle of its run between Sacramentoand
Los Angeles. The train stopped abruptly
in Oakland and discharged its passengers.

Many travelers hopped on buses to com-
lete their ney. SO0

apated: they pulled into Los Angeles a fg

Eoui EEE L%E Laia Eaa EEE %EEH]E

o armve in the first place. ]

Trains Magazine
November 1982

A difference

"It makes o diflerence,” wrute Martin
Luther, "whose ox is gored.” To wit:

"That consolidation |Grand Trunk + Mil-
waukee Road| if it is approved would be,
we think, highly benelicial to the Katy.
The Milwaukee Railroad is what we call a
friendly connection. In recent deals with
us, we have reason to believe that they are
friends. By expanding their territory. such
as the Grand Trunk. and including castern
Canadu and the western hall’ of the United
States, it will give us greater opportunities
to solicit traffic over our railroad than we
have had in the past. We think this is ex-
cellent. As a matter of fuet, | would not be
too surprised if once this developed. we
think we may be able (o have even a closer
association, but that will come three to
four vears down the void.”  Missouri-Kan-
sas-Texas Karoad Chairman Reginald N
Whitman at the May 26, 1982, annual

Cmevting of Katy Industreies stockholders i

Elgin, 111,

"During the quarter the Grand Trunk

[ Corporation  announced plans o nequire
~the Milwaukee Road The Soo interchangos

approximalely 7 per cent of i0s eavlond trnd.
fic with units of the Grand Trunk System.
The proposed combination would represent
a significantly changed competitive rela-
tionship on traffic originating or terminat-
ing in Canada.”- -Soo__ Line  President
Thomas M. Becklev in the railroad's second
quarter 1982 report to stockholders,

Trains Magazine

November 1982

MILWAUKEE MANEUVERS: Grand Trunk, moving to improve ser-—
vice ahead of planned 19584 purchase of Milwaukee Road.,
has begun run—through freights St. Paul-Duluth-Winnipeg
over Duluth, Winnipeg & Pacific/CN Rail, and GT runs a
daily freight to Milwaukee's Bensenville Yard outside
Chicago....MILW has bought for 17 million dollars 33—
mile Rock Island main, Washington-West Davenport, Ia.,
and 33 miles of rights over Davenport. Rock Island &
North Western (Dry Line), Davenport-Clinton (on which
Chicago & North Western also bid)....As part of reorga-
nization, Milwaukee has agreed to transfer commuter op-

erations to Chicago RTA.



Chicago Tribune

Drink, speeding”

tied to engineer
of derailed train

LIZINGSTON, La. (AP)—The engineer of the chemi-
cal-ljjfen Treight train that derailed and set off spectacu-
lar explosions here all week had been drinking and was'
going too fast-when the accident occurred, the National
'rranqportaﬁon Safety Board said Saturday. - - -l

THa'engineer was driving 5 or 6 miles an hour over the
35 m.mh. speed limit when the train’ jumped tracks and:
set aff'the string of explosions and fires that have kept;
2,700~ people- from their homes; since Tuesday, NTSB:
spokesman Ira Furman said. - %

“Werare not saying the guy was drunk,” Furman said.
“Weedon't know anything about quantity. We are not
sayipg;thatthetactthathewenthﬁoabar.orfactofuu
speegl..t . were necessarily causal.™ 4,
man said the Illinois Central Gulf engineer was
seensn’a bar during a 5%-hour layover the train made.
iin Bj%en Rouge. He would not give the engineer’s'name..
Furman. said-regulations prohibit drinking on the job,:

are no federal rules to

hyuttthe prohibit the-use- of;

l*before going on duty.” R e
Washington Post
Railroads:

Coal Comfort?

William Dempsey, president.of the As-
sociation of American Railroads, fought for:
and got deregulation. Now he is fighting to-
prevent competition to railroad coal haulage.

In a letter to The Post [Sept. 22}, he-
argues that coal slurry pipelines will not
favorably affect electric utility rate,
payers, He does not deny the contention,
of the slurry people that coal can be
transported by slurry over long distances
more cheaply than by railroads. But he.
contends that the coal mines, pipelines
znd alectric utilities, not the people, will
derive all the benefits. =

But it is not the actual cost of hauling
coal that now determines the price the rail-
roads charge for transporting it. Since pas-
sage of the Staggers Act in 1980 and the In-
terstate Commerce Commission’s narrow
interpretation of when railroads dominate a
route, the western railroads have exercised.
their monopoly position ‘with virtually no
restraint by the ICC. For instance, they
charge the San Antonio municipal electric
utility more than twice what it costs them
to supply it with coal from Wyoming (216
percent of variable cost). .

Since utilities can pass increased fuel.
cost through to electric consumers, the rail-
roads can, in effect, levy a tax on consumers-

Cald

£ X read 2 m.p.

h. fasterthan it"should,
Mﬂ“ , “so his speed indication of 43 miles an,
:denmu." ledged 'ingiomph:

Hensaid the engineer acknow go .p.}

| %10 miles outside of Livingston where: the. train
| over a “hotbox detector,” 5,devigethat checks
for heated axles. "' de Sala e 1 O
ik Wwasamm.p.h;restrldedzone"i‘urmausaid
Gt 'otthetapa!romthedetector-almmdx—
cal ‘thﬂtralnwasgoingahoutmm.p.h..hesmd
23 analysis. of : the time and distance

] ton o indicated the train-averaged
t::gdfmm, Roug of which
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qf coal-generated electricity. Thus, it is
 to say, as Dempsey does, that, if
the cost of transportation were cheaper;
rate payers would not benefit. "
_Coal slurry pipelines, when built, will
give the railroads their only competition for
moving coal from the western coal mines,
The Southwest and Central South will use
about 2! times as much coal to generate
electricity in 1995 as they do now. Yet the
railroads say that coal slurry pipelines
would cripple them and “render tens of
thousands jobless.” How so? All the slurry
pipelines, if built, would move 20 percent of
the coal from the western mines. The rail-
roads would move the other 80 percent.

The railroads know that competition will
work this way: the slurry lines will establish
a yardstick of price, and they will keep
prices of coal haulage from continuing to
soar. That is why the railroads want to
s o o S D o

omain, a privilege that other pipelines and
railroads have exercised for generations.

That’s why they are fighting Morris
Udall’s coal slurry pipeline bill, HR 4230.
They have gotten rid of regulation; now
they want to stifle competition. “

—Bob Eckhardt\

Former representative Eckhardt, now
an .attorney in Washington, sponsored
the coal slurry legislation in the 95th and
96th congresses. ' !
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1,800
positions

By Josephine Marcotty . .-
Staff Writer

g SR e e
After.three months of study; the Bur-
lington Northern Railroad: (BN) has
determined -that- it can. do' with 4
percent fewer people, said: President
Walter Drezel.in a letter to- employ~
eesthisweek.. . .. .- .

S L L
S £

That amounts to about 1,800 jobs out
of a total of 46,000. But railroad:
spokesman- Chris Welsh-said. that. it
doesn't mean.-1,800' people- will. be:
without jobs. ... .. . o

R

“We're' talking 'positions. here,  not:
bodies,” he. said.- However, he was
unable to state how many people:
would be affected by the cutbacks. i

Three months ago an internal com-
_mittee was: organized . to- investigate:
ways to make. the company: more
efficient, Welsh said. The 4 percent
cutback is. part of the committee’s

cqncl_q;ions. ey 50
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RoadRailer Service 16 Debut "
- “On Buffalo-New York City Rou

SRR T R R ey

The company also- plans major
changes within some departments in:
the coming months, Drexel sai‘d ‘i
his letter, but Welsh. said no details
have been provided. Department
heads will be explaining"these:
changes to.their staffs this week, he:

said.

TR

Almost: half of the cuts that will be
announced this week and in-the com-
ing meonths, ‘according to- Drexel's
letter, will. be among white-collar
empioyees. About 5.520. employees
ir- the: company’s: work - force are
whitecollar. . ... - = v g g

e et

Most of the cuts-will: be left to the'
discretion of department heads, said,
Welshy:.c. < ki Tomidnsiar S50
However, he added, some of those
whose fobs are eliminated’ will' be
retrained or reassigned to open pos-
tions. The company . will- help others
find work and: they. will not be asked:
§legve immediataty, Welsh gald.. - |

s posve pee i b
siid. into other positions,” he' said..

“Nobody. is' being pushed out. the:
; R T e v Cunsiimed

-m,ff?z-

September 30,

“2 BY'RIPLEY WATSON H1. - :

Joyrnal of Commerce-Staft |, ~.

A hew*freight'- transportation ser--

‘vice using innovative rail-highway

i

units will begin operation-next- week
gg:ween Buffalo, N.Y. and New: York
- The train will run daily on a nine--
hour: schedule- starting Oct. 21; using
RoadRailers,: which can. be operated
on highways or-on railroad tracks
without using flatears. .= !

" “Bi-Modal. Corp. of- Greenwich.

Conna,‘which makes the RoadRailer,
will provide ‘marketing and termigal

operations. €Conrail will provide train
crews. and-.locomotives for the ven- -

ture. The New. Yark- State Depart- -

ment of Transportation also partici-

pated in: the project by .upgrading -
terminal facilities at a cost of $900,-.

The Buffalo-New York service will

be the' second market in which the
RoadRailer has been tried. Results of
the first test between Louisville, Ky.
and Memphis, Tenn. were not consid-
ered a complete success. Bi-Modal

4

significant share of the market.

1982

The cuts announced this week are i
addition to huge reductions the giant'
railroad has been making in the last
twa years, most of them among un-
fomranks. .~ T :

& oo g

The railroad now has fewer employ-
‘ees than.if did before it merged with:
the St. Louis & San Francisco Rail~
road in November 1980. (Between
1980 and 1981, the number of em-
ployees increased from 49,810 ta
58,439.) Including the 4 percent re-
duction this week, that number will
be reduced to about 44,000.

Many of the reductions are a- result
of the  recession,, said Welsh, whg
added that the company has 500 to
600 locomotives. 30,000: boxcars:
Instorage:” - -7~ T o0
e L 2 e A |
Many positions will be refilled as the
economy improves, company . offi
ciais said, but many of them are
permanent- changes, the results of
deregulation and increased competi-
tion. S T

§£_he; reorganization study Is separate
from - another -company study on
‘whether to move BN's headquarters
from: St:.Paul. Weish said that no

o

 ‘recommendations on that question

bavebeenmade. . . Gaseia

s T

to

s P SR T R

ebut

%

officials cited the recession and-a lack
. of traffic' and the: railroad: involveds
- the Hlinois Central Gulf, reporteg:
. problems. with overweight loads due:

ta distribution of the RoadRailer’s;
weight on the axles. - CHEE]

Bi—Moﬂal officials- cﬁose' the: guig;‘

falo-New York market for the neiy
service because of high traffic vol-
ume. Officials: hope that the Road-
Railer’s combination of flexibility and
fuel efficiency caused by lighfer:
weight will enable the train to smare 5~

- The' 45-foot trailers can carry .3

43,000 pound- paytead. The : company
reports fuel savings of up to;50
percent due to- the- RoadRaileris
lighter weight. The- units: Have: been:
tested at-speeds: up
-~ hour; officials said. or

to 100 miles per

*. One of the- keys to starting - thie:

€

G

operation was a change made in WORK:
rules. -Unions. operating the trains!
have agreed to. smaller crews and £
reduction in.the number of Crewt
changes. ity
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Why Southern Pacific
uncoupled a winner

Southern Pacific Co.’s decision to sell its
prized communications subsidiaries to
GTE Corp. for $750 million in cash is just
the first—and probably the easiest—of
‘several tough choices the San Francisco-
based company will have to make in the
next year. When the deal is done, SP will
hold an ailing railroad, various real es-
tate assets, a small oil company, a mon-
ey-losing title insurance company, and a
small but profitable pipeline operation.
The question everyone is asking: “What
will 8P do with its $750 million?”

Benjamin F. Biaggini, SP's autocratic
chairman, has had to accept that his
cash-short company cannot support two
capital-intensive businesses. SP earned
$26.5 million on revenues of $1.58 billion

in the first half, down from $67.6

million .on $1.63 billion for last

year; only Sp Communications

Co.’s $38 million operating profit

and tax benefit sales made black

‘nk possible. The profit potential

.or the subsidiary, operator of

the Sprint long-distance tele-

phone network and a potentially

fucrative satellite communica-

tions network, is huge, but it .

needs $1 billion in capital in the

next few years to keep up with

its high-growth market. With

$1.5 billion in long-term debt and |

a railroad whipsawed by reces- |

sion draining SP’s resources,

something had to give.

Despite recent public state-
ments by Biaggini that SPCC,
which provided 10% of SP’s reve-
nues in the first half, would out-
gross the railroad by 1990, he
has been quietly seeking a buyer
for at least a year. Most analysts
feel the deal, which includes
GTE's assuming about 3200 mil-
lion in long-term debt, is fair. For
GTE, says Chairman Theodore F.
Brophy, purchasing Sprint “per-
mits us to enter the long-distance
field we are not in now.” GTE’s
aim is to strengthen its position
relative to American Telephone
& Telegraph Co.

Out in the cold. The sale clearly
signals that Biaggini, who de-
lined to speak with BUSINESS
WEEK, has opted to stay in the
railroad business. But there is no
place for Southern Pacific RR,
the transportation subsidiary’s
largest operating unit, on the
consolidating U. S. railway map.

b

The formation of Pacific Rail Systems
Inc.—an amalgamation of Union Pacific
RR, Missouri Pacific RR, and Western Pa-
cific RR into a 22,700-mi. system—is sure
to go through by mid-1983, leaving SP
out in the cold.

3P failed two years ago to consummate
a marriage with rival Santa Fe Indus-
tries Ine., which would have given both
railroads a more defensible position.
Farlier it had tried to merge with Sea-
board Coast Line Industries Inc., which
has since become part of ¢sX Corp. Ru-
mors of a hookup with either are resur-
facing, as is talk that SP might acquire
Rio Grande Industries Inc., operator of
the Rio Grande RR, the third line that
stands to be hurt by Pacrail. SP must
soon decide which track to take.

“Biaggini should go back hat in hand

to the Santa Fe and make the best deal
he can,” says one senior railroad execu-
tive. Others, who think East-West rail
wergers make more sense, suggest the
,P would be better off hooking up imme-
diately with an Eastern carrier, such as
csx, the merged Chessie and Seaboard
lines. What is more, says a railroad chief
executive, “The personalities at the SP
and the Santa Fe just don’t mesh.” He
doubts a Western merger will take
place, although Santa Fe does not rule
out the possibility. Biaggini himself is
believed to have been a major stumbling
block in both his merger attempts.
The toughest choice. SP will not get its
cash until mid-1983-at the earliest, pend-
ing regulatory review and resolution of
expected legal challenges by wmcI Com-
munications Corp., the second-largest
competitor to Sprint after AT&T. That
gives Biaggini a few months to make
perhaps his toughest choice: whether to
yield his iron-willed control of sp. Many
sP-watchers say privately that the 66-
year-old Biaggini will have to step down
before the company will find a marriage
partner, but competitors still do not feel
he is willing to do so anytime soon. Says
one rail analyst: “Biaggini has been so
difficuit to deal with that everyone shies
away from him. It's unfortunate that
the fate of the company hangs on one
man's personality.”

If it does not already have one, sP had
better develop a plan soon, beeause u
$750 million cash infusion, added to $230
million already in its coffers, could make
it vulnerable to takeover. “With that
kind of money,” says a rival railroad
executive, “especially with the imagina-
tive financing available today, you can
buy a $2 billion corporation. Does sP
have something else in mind, some non-
railroad thing it’s keeping its mouth
shut about?” =

Green Bay
Press -
Gazette
Oet. 101 '82

N —_—
Great Lakes’,
a v -
officials fear
higher tolls |
" PITTSBURGH (AP} —
Unless Congress forgives the'
$110 million debt remaining
on- the construction of the:
St. Lawrence Seaway, higher:
cargo tolls could force ship-:
pers to find other waya to:
move their goods,--a Great:
‘Lakes Commission ' official;
says. ; s 4
“We feel that would have;
seriously declined our- com-~
petitiveness - for' shipping:
boat  cargoes,” ssid Minne-:
sota state Sep. James Ul
land, who h the commis-i
sion’s- transportation - and;
economic development com-:
mitte& _"" " -'( ,‘j
-““The debt elimination. is:
probably the largest control-:
lable issue on the seaway.:
It’s - been a'priority -of -the,
Great Lakes Commission for:
five years,” Ulland said. . .
- . Under a’payment sched--
ulé set - when. -the . original:
$136- million bond. issue was’
authorized in 1954, the com-:
mission’s payments to Con:’
gress could rise from $2 mil-
lion this year to $9.5 million
11..1986. ; G ey
-That could force the St.
Lawrence Seaway: Develop-
ment Corp. to raise shipping
tolls- by up to 50 percent:
aver the next several years.
The tolls levied on ocean-
“going vessels that use the in-
and passage help make the,
construction loan payments. -
, In-1970, Congress forgave:
the remaining “interest om:
thebondissue. -5

o R
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Speculatlon leewoﬁns

-By RIPLEY WATSON: I+
Jnurﬂal of Commerce Staff

While Southern Pacific Transpon
tation: Co. officials. privately assess’
.options created by the prospect. of
$700 million in new found cash, some;
_rail analysts feel .that money - could”
become the' carrier’s war chest.
agamsta{hceatenmg rail merger. -
It is clear that SP, which has courty
‘actions. pending against the- Union
Pacific-Missouri Pacific-Western Pa-
cific: merger, won’t stand, idle. if thej
- Interstate: Commerce Commlsswn:
“gives-final approval to the new’,
B 110 SRR AR S R ) :

. What' is- unclear is. how Swthemi '
- Pacific: would  use $700 million: gained.; i3

from sale of its. commumcat;orrsf}
‘subsidiaries to GTE if and when-thes
- transaction is-approved by- th&.%
- and other regulatory: groups. - -
One analyst sees merger: as the
only: alternative. Potential partners:
-mentioned in' speculation inelude the:
. ‘Denver & Rio Grande Western Rall'a
. road, the Illmors Centra] Rallroad or
CSX Tty i e 3 Y

Another analyst heheves Southem.
. Pacific has a real need to continue:
upgradlng its physical facilities first..

Improvmg the long-term debt prcﬂ
ture is seen as-a priority item by still
another analyst. When the railroad
announced the sale-to GTE, it includ-:
" ed the condition that GTE would’

----- assume. debt totaling $200 millions

from SP’s commumcanons subsuil—'
ar:es e

:;,m #-a&: e

: Another scenario analysts see is‘a.

4
_ holding pattern until court actions aref

““concluded by SP and other carris
challenging the merger. An open
_court battle could be triggered if the:
"‘commission gives final approval’ to’
' the new sysiem on or before the Oct.,
2(] deadline for commission action. "+
* The official. Jresponse from' th
Southem Pacific says that “it's far:
too, premature” to determine: what
will be done. While acknowledging
that merger talk invelving SP"eould:
" be ‘expected in- light of the PacRail
situation, 'the spokesman’ would' not;
comment on any potential changes'irr
the line's" strategy. A- variety of
interested parties, including ICC com-
missioners, have= predicted that' the:
PacRail decision would spark another'
round of mergers: . | . uu o Sr e ed

"Richard® F:scher rall analysk £ for!
: " Merrill Lynch; points out that an’Sp;
* ‘merger with-the Tllinois Central- Gulf
' Railroad-would give Southern Pacific:
a direct-line into both Chicago-and St
- Louis.~ A merger with. Rio~ ‘Grande:
“.could lead” to- one-carrier service
; between Kansas Clty a d San Fran~

- cisco; W RBN L R
" - MT. F‘xscher however‘f cautlons
thatSP ““miay  want to<see what wilk
happen i the. courts” before movmg;

: many direction: s e
; There: is~ unamrmty among the
analysts in‘their praise for the sale to
GTE:" Henry JLivmgston of :Kidder,
- vﬁgabndy Inc.”says “‘the sale- ‘makes’
nse-to me.” In addition to the threat:
Wlauan of Amenean Telephtme’

" & Telegraph would have posed, M. |
wlngszan feels ‘that: the compax:yi
* ““doesn’t have the resources to' be bobh 3
.-, communications.and rall giant:
S Mg Eischer also feltf thaf:mamage-
< ment had comeé. to the conclusion that"
- they had an“attractive offer giving' SP1
. the eppcrtumty fo successfully get out |
'i.of .one- of 1ts two capltal mtenswe;j
mterests, ¥ §
‘Mr: *I:w}ngst’un helwes that any
‘Southem, Pacific-Rio~ Gr:ande merger.
- talk is"prematirre. He points to $243.
.. million: in SF* debt . ‘coming due next;
< year and feels. that problem must be:
_resolved first. Much o“i‘ that debt-is:
“ believed' to have been undertaken to:
inance “some _rehabilitation- of a’
ailroad fine once- cal]ed “The Golden:
State Route]" which SP purchased'to
give direcf access to Kansas City. The
‘otite had been' built: by the CHicago, "
_ =Rock “Island" and Pacxflc Raxlroad
- which is defunct. < s

As speculation contmues the value

of Rio Grande stock has -risen 40

percent while’ trading volume has

- soared. The Rio Grande won’t com~
%ment on merger speculation, either. .

A1 of the analysts agree that the,

; Rra Grande "would- be: a valuable«!

.- aequisitiGn o for Southern Pacific, but’
:_they see little urgency in any ‘merger. .
S MFT lemgston feels that some of"
~ the attractiveness in, such a cqmbma—
-~ tion is the: Rio Grande's status as &
..§trong,. prospemus railroad. with - auhﬂ
- Stantial “coal ‘traffic. “He feels’ that]
Southern Pacific cannot indefinitely;
- pursue-a-merger and- coitrt chadlenge,
strategy against PacRail... \

Sl |

_ single system between Chxcagn an;}

& merger of Southetn Pacific-and’
: RIO Grande wéuld “ereate & new:
single-carrier system parallel to P‘ac-

_‘Rail~between Sam Francisce; sm
# Lake City and Denver o one end and’;

- Kansas. City ‘and St. Louis on- the?
_other; if traffic rights awarded rthe-
Rio Grande asi.a- conditign - of ; the
PacRarl mergen WEre “to ren‘ta&i
_ Intact.” - o Ot o 4
. 'Mr- Fischér suggested that’S‘P
‘might be looking at Tllinois: Central

Gulf, which. has been mentmned in?
~various merger combinations. Tha
“ sort of combination would create

\

Texas which would:’ compete.
~ Santa: Fe, Burlington Northern
" trains -operating_an: the Mlssaurl
* Pacific’s routes between Dallas; F'o-pt*'

v

: Worth Houston and the Midwest:

- Still another prospect analysts sep-
x15> the’ nation’s first trinscontinentalb’
“system, which would join CSX with®

:'Southern Pacific. This' system’ would‘
" cover Sunbelt states from Atlantic to
“'Pacific_with traffic moving through
. gateways at St.. Louxs,, Memph:s .-mdg;
e New Orleans: .~

s n 4‘-‘\;,‘ ’hms.r,l
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Wall Street Journal
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Kansas City Southern’s”
Net Fell 28% in Qua/nter
And 5 % in Nine M o'nths‘

TR &

Byafw‘u..t_ STREET JOURNAL: S‘mff‘Hepomr

KANSAS CITY, Mo.—Kansas City South-
ern Industries Inc. said third-quarter’earn-
ings declined 28% because-of a four-day na-
tional rail strike-in September and continu-
ing low levels of general commodity Ereight'
traffic.
 The railroad- huldmg _company earned
$7.6 millicn, or 75 cehts 3 share, down from:
$10.5 million, or $1.06 a share, the year ‘ear-
lier. Revenue fell 3% to $92.6 million from
895 & million.

“For the nine months, net income fell 5%
to$25.8milh0n, or $zseashare from: $27.1.
million, or $2.76 a share. Revenue was $2%4
million, up 7% from $274.7 million.

.. Kansas City Southern said revenue from
its- transportation segment, principally its.
Kansas City Southern Lines, fell 10% to $73.9
million in the quarter, and operating profit,
plunged 47% to $7.9 million. Revenue and:
operating pmﬁt from -other segments—fi-
nancial services, real estate and broadcast-
ing rose in the third quarter. e
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- LANSING, Midr. — No»a
longer does. the state have to-.
wonder how: three railroad-
engines it had in stornse dm-

Someone tookthm. !
-The culprit is the Michi-
gan> Interstate Railway Co.'
(MIRC). And, railroad offi-|
cialszaid they have no mten- i
tiore of returmns them .
yetusst. oo &
MIRC ‘said m keepxng*
thecthree engines that were,
stoved at Owosso, chh.,
pluscfive others the state
owns+ until the state reim-;
burses it $1.1 million. ° 3
“4%e have them. admlt-!
tedbis Vince - Melanaphy,
MIRC . president. “I've,
plaueﬂ a lien on all eight lo-.
combtives. Our 'lawyers:
resgafched the law. It's a ga-wi
.keepérs ~ lien. . Wa
hawién't been pud for thm
repmi‘a. %
ifthe Michignn Depart‘- 4
mm!_’f of - tion. |
(MBDOT) doésn’t pay up, he
vowed to auction off the en- |
gines Dec. 13. MDOT offi- |
cial#c estimated the 2,500~ |
horsspower  engines - are .
worth $100,000 each.- 54
" A+MDOT official admit-
ted MIRC was owed the’
money for rehabilitating the i
engihes over the years, hut.;.
clajmed the railroad owes: s-
thq state an equal nmounti
for: engines and boxcars :lt“:’é
haq leased from the state:
The railroad and the cie-
partment have been: feuding
for’ mfonths, ending-a. rela- -
tionship that began in 1977,
MIRC had a state subsidy to
operate the: defunct. Ann:

Arbos. Railroad  line from:|
Toledo to Frankfort, alongi.
with  cross-Lake- Nﬁci’ugqm
serVice to Wisconsin:: - -

‘When the state, wraeked
by fiscal problems, decided
to reduce the subsidy for the:
line to $453,000 & month,.
MIRC balked and ceased’
operations nmh of Ann.
Arbor April 26, a0 G

between. Ann. Arbor
i Toledo. The state re-

brmuch.ofthesum,

itraﬁ'ic north Am&”‘

Mmhiganranmnuhutdomﬁ
and s MDOT official said?
‘there is little likelihood of’
-restormg ntmthe neax*u«-

AlofOct.ltheTuscola-“

Saginaw _Bay leroad*

“(TSB) begm operating - the
. 90-milé Ann Arbor-Alma leg,
and' & 30-mile - connecting
‘line to Saginaw under a

: $250,000. annual- ‘contract. i

“Michigan Northern Railway-'

. wag given an $120,000: con--:

“tract to operate the 125-mile -

‘segment from Alma to Al-=
}bﬂ'ta,anrankfort. LS
' 7. One of the thres enpnwﬁ
jin atorage at Owosso had .

been scheduled to be leased

" to TSB. Because it's unavai- |

hble.theraﬂrondmtadona

from a private company. ..

&~ 'The MDOT official, whcr

" asked not to be named, aaid’

‘ the: three engines were dis~-
covered missing when da—;
part:nmt afﬁunls made an |

- equipment check in Owosso,

-where -MIRC is bhased. He"

said. they were found last :

week in Ann Arbor, - g

8
MIRC holds m_lssmg

,;‘..my. e e el B ol L
¥ A5 MDOT ‘moved to hire! mruWe checked to'see where'!

a new operator, the railroad: ‘the locomotives were ]ust to!
went to federal court in Flints  “lmow where they are,” heexsi

wheré it was granted rights  plained. “We've asked them™

g- profitable 47-mileseg-  to retum: them.” Of the:

other five: engines, he said, ;
_they are ‘under lease to§
‘MIRC. He said foun are in
#Toledo md one m Ann

Arbots

3 But MIRC’s Meianaphy {
“denied’ that' the railroad :s;
“leasing the engines since the-. +
. railroad owns two of its own "
'mgmel along with a mtch

He claimed MDOT ré~
'.a-nezed on & contract clause
_that called for a three-mem-
“ber: arbitration panel to
settle disputes. He said the -

panel in 1979 and 1980 de- ~
 clared the state owed MIRC
$889,000 for: maintenance
~expenses, but the dapart g

: mentreﬁuedtopay

The state has filed suit in
3 In;hun - County, Cu-cmt
Cuurt to have. tha award sat
o Meanwlnle, Melnnaphy
¢ isn’t waiting, He invoked a*
_call for new arbitration on a |
MIRC claim for $125 million |
.in damages because the rail-
¢ road was-denied the right to !
‘exercise its option to opemte
QF-5
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" "In moving the- three en eu-s
xm& out pf Owosso, Melana- |
phy said,: the railroad was'
- merely. complying to & letter”
from MDOT: asking the rail--
road - to move state-owned |
bo:camtothesouth end of |

, ow arrangemtmtm the latt&
to get the engines back (wi
Owosso) * he maintained.
~The state acquired the lo-!
comotives, boxcars, track
' and other equipment after
_ the Ann Arbor went bank-:
" rupt in'the 1970s. The state,
' bought " the Ann ‘Arbor- to
keep the line opemﬂng. In'

all. ‘the state owns 1¢wﬁf‘ﬂ
otwes. $
So.far, MDOT ofl!cm!s"
. have not deuded on a Course:
i of action to recover the en-
- gines. They are memng thhf-
1 attomeys.
| 7| Melanaphy md he ex-w
thestate to take legaL
actxon against MIRC. {
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4CC Maps Changes

To Abandonments

T Journalof Commerce Staff

~-~WASHINGTON — ‘The Interstate
“Cbmmerce Commission proposed
&hanges in the rules it uses to
-getermine- whether railroads should
«be permitted to abandon rail lines.

£ One major modification involves.
jlow carriérs should handle equipment.
sand capital costs in determmmg
vwhether the abandonment is warrant-

""" Other changes reflect recent com-
fgnissmn rulings that labor costs and
roperty -taxes are costs attributable
uut{i a line and that opportunity costs
=smist be considered by the agency in
gtgtermmmg whether the abandon-
nt.should be approved...
Few The latter ruling Sparked a propcs-
“3I'hy Commissioner Frederic Andre
a1 change the: commission’s current
vrmer.hod of determmmg this frgure
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QUEBEC CITY — This :
[of Canada. will celebrate ‘the - 450th anniversary of
'Jacques Cartier’s voyage of discovery to the St.
Lawrence: region-in 1984. - - sy hA 1 T T
- The: tall sailing ships that “graced United- States

TSR,

shores during the bicentennial year of 1976 will race -

the Brittany coast to the
to- commemorate the impor-
to the development of North

across the Atlantie from
Gulf of St: Lawrence
tance of .that waterway
‘Amerfea. .. Ty - 1 o 2y :
Politicians- willX make speeches. Scholars will.
eulogize
unknown in a.fragile vessel. from. the -harbor of St.
Malo in 1534. . .- % - A e SR T
The: fiercely nationalistic residents of Quebec will:
point with justifiable pride to the role of Frenchmen
in opening up an entire continent from the Atlantic
seaboard to the mouth of the Mississippi River.

BUT" THE ‘irony of these- events ‘will be that the

waters of the St. Lawrence that constitute a natural

highway to the American heartland -will -remain
essentially empty ‘of the commerce. that: logically:
should ply its broad surface. .- e Foieg o

Quebec officials want to change ﬂzat'.'The"elééted'
representatives charged with- guiding ;he_ destiny of -

this province’s 6.5 million in- .
habitants want to capitalize - ..
on Cartier’s . discoveries. e
They do not believe they are . . =
450 years too late. .. i
-So they have drawn a blue-
print . for - industrial - and ;
technological "development.: - -
with -one of.its cornerstones .
the utilization of the St, Law: - ..
rence Seaway- and . Great.
Lakes as instruments for in- .
creased trade relations. with the

That virtually is all a. visitor

hears here in the

government executive suites and halls of Parliament

in this lovely city. Officials want more trade with the

United States.. They want to expand the commercial
horizons. of Quebec beyond-the scope of New-England -

and New York to which they have been traditionally
restrieted; v ioos e T T e sied A S e

And they view the ﬁaWéjr'éndGrmt Lakes system
as ‘a God-given transportation route to new markets

in Chicago; the’ Middle
states and beyond. =
They want to use the waterways their French

West, the other Great Lakes

forebears like Cartier, Marquette, Joliet and de. La
Salle pioneered. to lay the foundation for the- two

nations-that now share‘a common. border: from. the
Atlantic to- the. Pacific. S =

“ARIVER of that size in any other industrialized
society would have created .twice as much economic

activity: and - industrial development,” declares: Ber- -

nard Landry, Quebec’s minister: of -external trade:

““Hydro-carbon. fuels never:will be:cheap again: Sgi
permanent .
factor 'in -business: decisions,' The tremendous in- -

economic transportation: has become: a

crease'in tonnage on the seaway system in the 1979-80
season”demonstrated that. -~ - - : :
‘“Shipping actua

Montreal;.- Quebec

good way. to; ship goods from Europe to the American

ready for b

‘French-speaking province

the heroie, explorer. who. ventured into the-

A o inm

.. that commerce is with the United

- cause of the
*. the seaway. ~ -

4 " United States. Tl Ty e
... “The seaway can serve as a
. of common venture,” he continued, *It creates a
- built-in solidarity between partners, ;
©. 7% a part of European solidarity - from. Rotterdam tof

“'same. Our first: priority is-

lly- was diverted from Halifax to
3 ( , and other seaway-Great Lakes -
‘harbors._because it was apparent the system was a

1

o 5 .\.‘fﬂ{@,,;.;,,mw
& -5 S

usiness

oetolier 10 19822 ‘

S g

st bt B

‘Bob Wiedrich

g, %

vl
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“So the-trend was.there until the recession. But

** when the economy recovers, those basic factors. willi

. prevail again. Industries burst out along the Rhine:

- River for 100 -years because transportation was

-cheap. We can make the same thing happen here.

-~ "If you' add to that potential the tremendous natu.

we have no choice but to be:
And: it is obvious. from his-,
United States. is &

ral resources of Quebee,
‘external trade oriented,
- tory and- geography that the
Ratural trading partner.” ; ;
The province ‘exports about 40 percent of its gross
-national product valued at $15 biilion a vear. Half of
States. Conversely,

- Quebec imports about the same.. - S N
- But,. as ‘Landry and Quebec’s intergovernmental:
affairs minister,” Jacques Yvan Morin, see it, that.
trading - relationship should be- vastly multiplied be-i
province’s access to-U.S. _markets vini'
I fill e S L a s ST

e |

eveni

" LANDRY PREDICTS that U.S.-Quebec trade

o tually will exceed that of the province with Western
- Europeand other foreign markets. As he puts it: “If

"_we:-have to live near.a giant, I prefer:that it is the
E R e |

wonderful instrument:
like the Rhine is!
West Germany. . ; et e
" *“Every partner- appears  to be prospering as- ar
~result.” And the United States and Canada can do'the
: the U.S. in emphasizing
- external trade:”™ . . ; L
Landry and Morin agreed that the natural lines of
trade are from north and south rather than east and
~west: on this: continent. i ! g
As Quebec Premier Rene Levesque pointed out,

~ Canada “‘is built like a tape worm”’ with 9 percent of
its ' population living - within 200 'miles of the U.S.
‘border. ~ - A Sl gnani e =
Thus, it' makes more sense for ‘a Vancouver
businessman to trade with the ' U.S. West Coast or a’
Quebec manufacturer to trade with the East Coast
than to trade with each other. In addition, Quebec is
uniquely situated to trade with Chicago and the rest
of the' Middle West because: of its proximity to the St..
- Lawrence. g b : i
.. "“Economic reality and hard facts indicate somes
- sort of common market will emerge- from -the-. Rio
Grande to the Grande Riviere (in - northwestern
Quebec);’’. Landry said. “I‘think_it'already is
emerging.” - S L
-«=<That.is-part of the message 'Morin will bring ‘to
Chicago Oct:: 25 when he addresses the Couneil on
Foreign Relations_there, S e e
“Quebec is ideally situated to become a highly
developed society,”” Morin said. “When you'look at
the map, it really stands out as one of the hinges
between the most highly developed industrial power-
of the world — the United States — and the greatest:
single market in-the world, the: EuropeanCommon-
‘Market of over 200 million people.””. - -
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trucking permits a rerun of |
i e S e OO oil crises

border trucking permits for Canadian firms threatensto , __  .——

inspire a war of regulations in the latest north-soutl”
conflict.. : 3 T 4
A spokesman for the Canadian trucking industry :
called the law “*an act of war,” and a Canadian embassy -
official said it is “‘a very delicate and dangerous issue.”
The bill, signed into law by President Reagan Sept: 20,
calls for a two-year moratorium on-licenses for Cana- :
di_asn' and Mexican trucking. companies operating in the
The Canadian goverment, calling the bill “‘unneces- 1
sary, unwarranted and potentially harmful fo interna+ .
tional commerce,’”’ had taken the unprecedented step of
asking Reagan to veto the legislation. - Saaad

“ 'REAGAN DID give the Interstate Coramerce: Commis=,
sion permission to issue authority te ‘Canadian firms:
‘subject to certain conditions. .~ - P
: The ICC must review Canadian applications and give
‘great weight’" to the economic problems of U.S. com-
-petitors before issuing permits to Canadians. £
* Mark Larratt-Smith, assistant deputy minister for the--
Ontario Ministry of Transportation and Communications, .
said it won’t be clear what the restrictions will mean to.-
Canada until the ICC acts on the:155 Canadian applica-
tions being processed when the legislation was passed by
Congress. i 0¥os it it S ) T e
Provincial transportation ministers agreed at a Sept.
2¢ meeting to defer any action in response to the:j

legislation for 60 days to “‘obtain clarification of U.S:
intentions.”” -~ o - b G TEEHES S
«“BUT WHATEVER the ICC decides; (the law) de-
stroys fairness and .equitability by applying atest to.
Canadians that it doesn’t apply to Americans,” Larratt-

Frios

Smith said. “It' discriminates against Canadians. We~ -

don’t ask any more of you than you treat us the same as
you do your own people.’’ - 5 :

Charges of discrimination by-Canadians against Amer-
ican trucking firms initially sparked the lobbying effort
that. resulted in.the law.. - EEE N €5 aihd

Before the U.S. deregulated the trucking industry in
-1980, a load moving from.Canada to the U.S. typically |
“would be- transferred at the border from a Canadian to
U.S. carrier. ]

The easing of regulations prompted several _Canédiarr% T

firms. to apply for LS. permits to earry loads through, -
cutting out the U.S. truckers. R
~ AT 'THE SAME time, Ameriqan trucking firms com-
lained of the difficulty of getting transhorder licensess
rom the provincial boards that regulate the Caymin%
strucking industry. : : 1,—,'7 : e
A spokesman for the American Trucking Assocla Lion
said Cpanada imposes stiffer regulations, making it diffi- -
oult for U.S. firms to get authority to drive In Canada. |

" “Fach province has its own licensing law,” said Ken’

- Siegel, the spokesman. “It’s an involved process with a-

long lag time between application and grant.” %

" But Ken Maclaren, executive director of the Canadian’
‘Trucking Association, said: “The (license) grant r_alte'rfqr-'
US. carriers is higher'than for Canadian carriers In;
most provinces That’s hardly evidence for dlscrlmmai
BIOBLT s, <o bty KA s IR st Db b S
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i PARIS (AP)—Expanding oil de-.
and and accompanying upward
ressure on prices could s £C0-i
omic gro in. the industrialized:
est in the second half of the 1980s,.
e International Energy -Agency:
warned: Tuesday. - . :
{ In a lengthy report on long-term’
energy prospects, the IEA secre-:
fariat once again cautioned its 21+
member countries against com-:
placency during the current oil glut,:
noting that economic expansion can-
%en‘liy be sustained if oil dependency is:

“The energy problem, in our view,!
not gone away. It's only hiding:
hind economic problems,” said, J. !

‘:Fullace Hopkins, deputy IEA direc-:

itor. - . ?

| _ Although the IEA indicated that oil’
| prices will continue to slip through*

;the end of next year, the agency:

{forecast an upswing in world ol

idemand by 1985 as the expected:

i economic recovery takes hold.

| Assuming economic growth at 0.6

§?ercent to 0.8 percent a year in the.

first half of the 1980s and up to-as

,much as 1.7 percent to 2.6 percent in

'the 1990s, the IEA warned that

‘upward pressure on prices could par-
allel economic expansion. 3

The - increased demand will be
most notable in developing countries,
including members of the Organiza-:
tion of Petroleum Exporting Coun-
tries, which are expected to expand
their industrial base. - -

_The IEA said thaf by 1990, the:
world could face a shortage of 4
million barrels a day, unless more is'

done to conserve energy. - -



