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December 27, 1982
Nighthawk Success— John H. Burda-
kin, president of the Grand Trunk Rail
System, says that since GT initiated its
“GT Nighthawk” freight runs between
Chicago and Detroit six months ago, the
line has added new shippers resulting in
revenues in excess of $3.6 million, Mr,
Burdakin (see photograph) credits the
transit time reduction of 50 per cent and
cooperative labor agreements for the suc-

cess of the projeet and notes that the
results are particularly gratifying in such
depressed economie times.
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Wausau

Content may differ from Milwaukee Road viewpoint.
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_ December 20,1982
Rail switching
service changes

MERRILL — Milwaukee Road
switching service in Merrill will be
available six days a week instead of
five starting today, but there no
longer is a Merrill switch engine or
crew.,

Starting Monday, switching will
be done by the way-freight crew en

route to Tomahawk, according to
Gene Porter, sales representative
for the railroad.

Switching of incoming and out-
bound cars. will be done starting
about 7:30 a.m. That work will take

about three hours. The freight train

then will proceed to Tomabawk.
The way freight operates six days

a week and thus switching service

will be available six days a week,
Porter said. The Merrill switch en-
gine crew had worked only ﬁve claxs
a week. 4

Rehabxhtatlon of the Mllwaukee.
Road trackage between Wausau and
‘Tomahawk enabled the railroad to

eliminate the Merrill switch engine
crew.

The way freight had operated at
10 to 15 miles an hour. It now can
operate at 30 mph between Wausau
and Merrill and 25 mph between

Merrill .and Tomahawk. The only’

exception Is five miles into Toma-

hawk where continuous weld rail

vili be instailed next spring.

Another change in railroad opera-
tions will take place Monday in
Tomahawk. The Milwaukee Road
sold its yard tracks west of the
former depot to the Marinette,
Tomahawk and Western Railroad, a
subsidiary of Owens-Illinois Inc.

Starting Monday, ' the Milwaukee
Road way freight will drop inbound
cars for the O-I mill on one yard

‘track and pick up outboard cars on

another. Previously, connections
were made on MT&W tracks to the
west, requiring about an hour of
switching time in Tomahawk. ‘

The switch engine which had been
kept in what remained of the Mer-
rill roundhouse was hauled from the
city on the southbound freight train
Friday afternoon. Crew members
have “bumped"” other Milwaukee
Road employees with less seniority.
Somewhere in the railroad, three
people will be laid off.

The now single stall of the one-
time roundhouse will eventually be
torn down. Porter said. Railroad
historians have said it is the oldest
Milwaukee Road building north. of
New Lisbon. ;



Railroads merge‘after sta-...

Associated Press

Washington, D.C. "¢
U.S. Supreme Court Justice Warren

Burger refused Wednesday to block
the merger:‘of three  western . el
ediately. after--that,’ the

roads. Inim
Union Pacific announced it had com-
pleted its acquisition of the Western
Pacific and Missouri Paciﬂc rail-
l'ﬂﬂd& . [}

Four co'mpeung railroads had asked
Burger to delay the merger, but he
denied their appllcation without
comment,

" Within hours, Union Paciflc Presi-
dent John Kenefick announced in
Omaha, Neb,, that the other two rail-
roads had been acquired through a
series of stock transfers and that top
priority would be given to consolidat-
ing the sales forces of the :hree rai]
lines.. | ‘_ '
The [nters;ate Commerce Commis-
sior (ICC) approved the merger in
September, clearing the way for cre-
ation of a 22,800-mile rail system

-serving 21 states: from- Puget Sound

I"-totheGulXCoast. i 4 .:hw : h,'.

Competing railmads med sult chals
lenging the dectsion, and earller this
month asked that the merger bg

postponed until a final court m{m
was Issued. Burger’s action d t: "

2
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affect their suit, which is before the

-U.S. Court of Appealsfor the
‘of Columbia.

District,

wThe Southem Pacific Railroad has,
- led the npposmon to’ tne "merger,’

“claiming’ creation-“of the new rall

system would harm’ competition; re-
duce alternatives for some shippers
and threaten some essential services

provided by Sauthem P-ciﬂ.,.

peind

The railroad was joined in its peti
tion by the Atchison, Topeka & Sante

Fe Railroad, the Kansas City South-a

f

¢+ ern- Railway,- and: the’: Louisianay&

Arkansas Railway.

Union Pacific spokesman Tom La:
::Hood sald’no; :timetable_has heen: seL
tor™ reorgan!zing the : management*
{ structure of ‘the three ‘railroads He"
said the companies had been reluc-
tant to take any action pending the
possibility of a supreme court siay.
The ICC had said the merger couid
have begun as early aerov 18. 3

. The ICC’ approved the merger or the'
¥ three railroads 51, saying the new’

"; (29,729 milés) and:the CSX System'

“in' the® Southeast (about 25,000,

 der

-Ammugh tne appeal of the ICC decl-
islon is‘pending, LaHood said; “we're’
. optimistic” the courts will uphold the
_merger. s

_.u‘ AR
X _a.“

railroad would "enhance efficiency
and competition while providing trn-
proved service to shippers,” i

Under the agreement already ap-
proved by the boards of directors of
the three companies, the Western’
Pacific will become a divisionof the_
Union Pacific, which along with the’
Missouri Pacific will be managed by’
a new holding company, the Pacific
Rail Systems Inc.

As part of the merger, however, the"
new railroad must provide some’
compensation in the form of track-
age rights to a number of competing_
railroads, Includlng the Soulhem Pa-
cific. ) -
)
The new railroad will be one of the.
nation’s largest. In total trackage, the;
merged operation will rank third,
¥ behind. the Burllngton quthern

miles). Most of the Burlington North-
ern routes are to the north of the.
area served by the new combined,
system, but some areas are served
by both rail systems.

Benefits approved for Rock !sland employees

A:soclated Press .

Washlngton, D.C. )

Congress has passed ‘legislation that
makes available $35 million in bene:
fits for former employees.. of -the
hankrupt Rock Island Ranmad

The ﬂnal hurdle to the measure,
pending for months, was cleared late
Tuesday when the Senate passed an
omnibus rail bill that included the
benefits provisions. -The benefits

- would :come from excess: federal
:funds that’'had been earmarked: for

Conrail. The money would provide
up to $20,000 for each former em-
ployee “adversely affected” by the
failure of the Rock Island. !

The nilimad filed for bankruptey in

1975 and: halted operations: four
years later after a strike by employ-
ees.-Some 8,000 people were thrown
out of work, but some of them re-
turned. to'their jobs when portions of
the line were returned:'to service
under new operators. An estimated
2,250 to .3,000 former employees
would. be eligible for benefits, said
sen. Nancy Kassebaum, R-Kan.

The measure gives representatives
of rail labor groups and the Depart-

.. ment-of Transportation’ 80 days to
" come up with a program pmv:dlng
" subsistence and'severance pay; mov-
ing and retraining expenses and
health and welfare insurance premi-

' ums. The program then would be
administered by the Railroad Retire-

ment Board.

me

d
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£ By MARY ROESNER

ks Ay Dispatch Farm Editor
MUSCATINE — The problem-plagued

Milwaukee Road Railroad is finding that

‘amaller is better.
*.The Milwaukee
Road, the largest

grain shipper in Iowa,
formerly was a
transcontinental ship- §%
per with 10,500 miles of §

track. That was before
its bankruptcy in 1977 &
.and its reorganization. @
" Today the Chicago
Milwaukee, St. Paul
and Pacific Raﬂroad

viewpoint,

to Len Stanislawek,™ =

director of marketmg LEN STANISLAWEK

and pricing grain and grain products.
“Years ago (with the longer lines) we just

didn’t know where we were at. We had a lot

of track and little equipment. Today we’

have an efficient and workable railroad,’ he
told the Great River Grain Elevators and
Processing Society at a meeting here.

Stanislawek said it was only after the
bankruptcy and the reorganization — which
included sales of track to such djverse
buyers as the Burlington Northern in Mon-
tana and Washington and the state of South
Dakota, and abandonment of many hun-
dreds of miles of track, plus the sale of other
assets including timberland — that the
reorganized ‘“‘Milwaukee II'* began to earn
a profit in March 1982.

'I'HIS PAVED the way for the acquismon
of the reorganized railroad by the Grand
Trunk Corporation. In August the
Milwaukee acquired former Rock Island
Railroad trackage between Clinton, Daven-

Dispatch

port, Muscatine and Washington, Towa, for |
$17 million. This was made primarily to |

gerve a new coal-burning' electric power
‘plant at Fruitland, Iowa, but it also gave the

railroad a firm base through the big grain- !

producing areas tothe Mississippi River.

‘“‘After we cut'down on size w¢ were able
to cnqcentrate on the best use (of_equip- |
ment). This led to a change in marketing
and it is a better railroad all the way
around,” Stanislawek said. \

One of the major changes has been that
now the Milwaukee favors shipping grain to
river points rather than long distance haul~!
ing to the Gulf,

“The rates to the Gulf are too low on grain -
from Southern Missouri and Iowa. We don’t
make any money on them. And if we don't
make any money, then our connections
don’t make any money either. So we decided
to put on rates to the river and handle it
ourselves,” rather than ship on other

_railroad lines to the Gulf, Stanislawek said.

CURRENTLY THE Milwaukee serves
more river terminals than- any other
railroad in Iowa, Stanislewk said. :

Another innovation has been the addition
of the “MUT” or Mini-Unit-Train, for
customer grain elevators which cannot fill
large unit trains.

2
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maller Mllwaukee Road

gains efficiency

! !The MUT heads west from the Mississippi
'River in'the evening and drops off five emp-

ty:yvjumbo hopper cars at four ! pre-
determined grain elevatqrs. The next even-
ing the MUT picks up the 20 loaded cars and
makes a return run to the river. The cars
are ynloaded onto waiting barges and head
out for another run to the elevators.

In the first month of operation the MUT
made 15 round trips in 30 days and moved
more than a million busheis oE corn and soy-
beans.

“This is really a most efficient way to
move grain,” Stanislawek said..

LOCALLY THE Milwaukee serves
Muscatine, Buffalo, Davenport and Clinton
in Iowa, and Rock Island, East Moline, Port

Byron, Cordova, Albany and Fulton in 11-
linois.

Stanislawek said grain term:l.nal.s along
the Mississippi have used the Milwaukee
Road’s barge-rail concept and have been

' satisfied with the new concept.

“The (combination) barge-rail rates are

, much lower than through (shipment by rail)

to the Gulf and we try to do everything we
can to make grain move to the Mississippi,”
he said. The grain can be shipped from
elevator to destination at the Gulf under one
bill of Jading.

“This helps both the buyer and railroads

because we know what the rates will be.” .
Stanislawek said there will always be a

price advantage shipping to the river until
rail rates are raised to the Guif.

ice closes the river to barge traffic, the
grain moves by rail to the Gulf. “We havea
commitment and we promise to keep

(prices) competitive with others (rail linas) said

going to the Gulf,"” he said.

'THE MILWAUKEE Is doing s

creative planning in an effort to meet grain
customers’ needs. Some of these changes in-
clude the numbers of cars in unit trains and
the number of elevators allowed to use a
single unit train.

“We can now load 75 cars at three sta-
tions,” he said, which allows -several
elevators to ship with one unit train, rather

“than filling the unit train from one elevator,

Stanislawek said in the past the railroads
have been strangled by an overload of
paperwork and regulations.

WHEN RAILROADS were deregulated in
1980, the new Staggers Act gave railroads
much more freedom, Stanislewk said.

Now rates can be determined in 10 days
for a shipper. In an emergency, one day’s
notice is sufficient.

He gave the example of the problems both

" shippers and the railroads faced before

deregulation.

“Before, rate adjustments had to be run
through public docket and after 30 days it

. was partially reviewed by a committee.
. About 95 percent of the time the committee

recornmended against approval. We fought
the objection and 15 days later the railroad
and the committee met. About 90 percent of
the time the committee disapproved (rate
adjustments). Then we would file again.
About six months later (after rate change
was settled) the market was gone.”

Because farmers are holding grain in
storage on farm under government loan and
reserve programs, very little grain moved

‘ this fall and the Milwaukee had about 850

jumbo hopper cars idle in storage.

"WE WANTED TO find a way to use

-Stanislawek 'said, and now the

ilroad is offering them for rent for grain
storage to country-elevators. '

Stanislawek said the future leoks bleak for
some railroad companies in the next few
years as more little-used tracks are aban-
doned.

‘“In the next 10 years we will be lucky to

" have 15 railroads and the Milwaukee intends

to be part of it (those which survive,) There
sf+ms to be a cycle. The smaller lines went

ut.” Today four short lines are operating
from. Denver to Chicago, but Stanislawek

. believes they will not survive long.
“This worked very well when there was a | y o
shortage of barges and rail cars,” he said.

‘“But we will work with the short lines to
move grain into markets they can’t serve,”
he said. .

And perhaps after bankruptcy and
restructuring, which many railroads have
faced in the past, some abandoned lines

! could again be put back in o .
During the three months of the year when | & p peration

“Personally, from a grain marketing
standpoint, I would like to see us pick up
(some of) the Rock Island lines' to expand
the our grain hauling network, Stanislawek
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Burlington fights
evasive El Paso |

From Chicago Tribune wires

© BURLINGTON NORTHERN Inc. on Monday asked a
Delaware state court to enjoin a preferred stock divi-
dend announced by El Paso Co. in El Paso’s eifort to
thwart a Burlington Northern takeover. .

The Burlington lawsuit, filed in Delaware Chancery
Court, also seeks to set aside bylaw changes adopted by
the El Paso board to impede the exercise of shareholder
voting rights, Burlington Northern said.

Burlington’s takeover move was announced Dec. 20.

The company offered $24 a share, or $602.4 million, for
25.1 millien shares—about 51 percent—of El Paso’s
outstanding stock. The company said it already owned
1.1 percent of El Paso’s shares. The offer expires at
midnight Jan. 19. )
" El Paso is 'a Houston-based firm with pipeline, chemi-
cal and drilling subsidiaries. Company spokesman John
McFall said El Paso would have no comment on the
latest legal action. »

- Burlington Northern, based in Seattle, is a railway,
trucking, forest-products and minerals company.

LAST THURSDAY in Houston, the El Paso board
turned down Burlington Northern’s offer as inadequate.
1t said the bid was not in the best interests of El Paso or
its stockholders.

El Paso also filed suit Thursday in federal court in El
Paso, seeking an injunction against Burlington

Northern’s takeover efforts. And it filed suit in Texas

state court in El Paso, contesting the proration period—
the time Burlington Northern would buy shares at a
certain rate.

The El Paso board also made changes in bylaws and
issued the special class of stock. That was the action
dBurIington Northern challenged in Delaware court Mon-

ay. ; H

El Paso said it would issue one share of the new series
of 8 percent convertible preferred stock for each 20
shares of outstanding stock. The -company said the
preferred stock would have a stated value of 325 and
would be redeemable after five years at the option of the
company.

Milwaukee Journal
December 28, 1982

On, Wisconsin
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_ Truck-fee dodging
must be halted

", Wisconsin officials should
take whatever action they can to
thwart the apparent wish of
some trucking companies to
duck out of their fee-payment
obligation to this state.

. A Green Bay trucker, the larg-
est cartage company in the state,
has avoided about $1 millicn 2
year In' Wisconsin fees since
1978 by registering as’an Illinois
firm. Wisconsin.sued the compa-
ny, Schneider Transport Co., but
‘lost when a judge ruled that the
state’s fight was with Illinois for
régistering the firm, not with the
company" itself. Now other
truckers ‘are trying -to follow
Schneider’slead. -

.- James Thiel, general counsel
for the Wisconsin Transportation
Department and Atty. Gen Bron-
son LalFollette want to appeal
the court ruling, but have been
thwarted by Transportation Sec-
retary Owen Ayres. Ayres and.
Gov.' Dreyfus argue that an ap-
peal would drag out the case and
cost taxpayers oo much in legal
fees."When Thiel persisted In his,
opinion, he was censured by
.- Thiel should be commended
instead. Wisconsin can lose mil-
liong . from this truck-fee sham.
The crux of the problem.is that
Dlncls does not coliect-all the
fees it legally can from trucking
companies registered there (such
fees™are supposed ‘to be appor-
tioned among all states in which
& trucker does business). Illinois’
g0-easy .approach entices truck.
ing companies into establishing
sham headquarters in that state,
thus enabling them to' avoid full
fees to their real home states.
-]t seems to us that an appeal
of ‘the Schneider decision would
discourage other truckers from
following Schneider’s bad exam-
ple. Ther, the Legislature could-
seek a permanent cure for this
dodging of truck fees. |, ---
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‘Bigger, heavier
trucks OKd as
U.S. hikes taxes

WASHINGTON [AP]—The
trucking industry has won long-
sought permission to run bigger and
heavier trucks on the nation’s main
highways, albeit at the cost of sharp-
ly higher use and excise taxes.

. However, the compromise gasoline

‘tax bill finally cleared by Congress
last week does not put as large a tax
increase on the trucks as the Reagan
-administration had sought.

The main ]pa.rt of bill adds
-another nickel a gallon to the fedéral
gasoline tax—now 4 cents—to pay for
repairs to the nation’s roags and
bridges and for mass transit im-
‘provements.

Under the part applying specifical-
ly to trucks, operators
run 80,000-pound vehicles through
Missouri, Illinois and Arkansas,
which now impose lower weight
ceilings, and to operate double-trail-
er rigs in the 14 states, mostly in the
Northeast, which now prohibit them.

Another item on the industry’s
wish list, a 102-inch width standard,
already has been signed into law as
\p:l!it of ?:-:; apprtgpnattéo:hsaggl, tlimd

ill require 46 states e their
standards.

STATES HAVE little choice in the
matter. They must go along with the
‘new uniform weight and size limits
or risk losin federal highway
aid, money that will be greatly in-

‘creased under the extra nickei-a--

allon gasoline tax legislation. The

igger trucks will be rolling not only
on Interstate highways, but also on
other primary roads that the Depart-
ment of Transportation deems ade-
quate to handle them safely.

“I expect a great outery of futile.

protest, and then every state will go
ahead and comply,” said Ralph
Craft, transportation staff director
for the National Conference of State
Legislatures. “Nobody wants to give
up their federal highway money, es-
pecially since it’s collected from
their motorists.”

The conference of legislatures had
opposed federal preemption of state
size and weight laws, in part because
the bill was rushed with
little chance for comment, “Nobody
even saw the bill before the second
da% of the lame-duck session,” Crait
said.

ill be able to

Truckers also had strong]hr op-
posed early versions of the bill, de-
spite the concessions on size ang
weight, because of the size of the
excise tax increases. The original
administration proposal called for
the maximum annual use fees for
heavy trucks to jump almost imme-
diately from about $240 to $2,700.

THAT FIGURE was cut by Con-
ﬁ:‘ess, with the final version becom-

g a graduated increase, starting
with a $1,600 maximum use fee in
1984 and rising to $1,900 by 1988,

The American Trucking Asso-
ciations estimated the higher levies
on trucks would bring the govern-
ment an additional $1.6 billion in the
first year. .

The new size and weight limits will
go into effect sometime in 1983,
months before the new tax revenue,
designed' to pay for the increased
damage big trucks do to the
highways, begins to roll in.

Even with the reduction from what
the administration originally pro-
posed, an industry spokesman said,
the is excessive.

“The trucking industry is appal-
led” that ‘Congress would take such
action “at a time when the industry
is suffering from the twin blows of a
depressed economy and the instabili-
ty caused by deregulation,” said
Bennett C. Whitlock Jr., the trucking
associations president.

“UNFORTUNATELY, some com-
panies and some independent owner-
operators will go out of business
because of the approval by Congress
of the administration’s program de-
signed to create jobs in one segment
of the economy while disregarding
the effects upon other segments,
Whitlock stated.

His organization argued that uni-
form national standards would
enhance productivity and save fuel
by eliminating barriers such as thel
one on heavy trucks in the Midwest. _

The 14 states being forced to ac-
cept longer trucks are Alabama,
Connecticut, Florida, Maine, Massa-
chusetts, New Hampshire, North
Carolina, Pennsylvania, Rhode
Island, South Carolina, Vermont,,
Virginia, West Virginia and Wiscon-

—sin
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Transport Reforms May;S_uffer
If Lewis Leaves Post

By DAVID M. CAWTHORNE
& Journal of Commerce Staff
. WASHINGTON — The Reagan administration
expects to propose legislation reducing govern-
ment controls over most of the transportation’
industry, but the possible departure of Secretary
of Transportation Drew Lewis may create
problems, especially in the maritime area.

Other issues expected to be addressed when
the 98th Congress convenes Jan. 3 include
proposals to reduce further or terminate the
authority the Interstate Commerce Commission
_has over the trucking industry and ‘‘fine tuning”
of the regulatory reforms for the railroads
contained in the Staggers Rail Act of 1980. j

Secretary Lewis reportedly is considering
several offers to re-enter the private sector and
his’decision on whether to do se;is expected early
next year. B B 7 P

Expectations within the administration are

that he will leave. = St i
The maritime reform bill that’cleared. the .
- House clarified the antitrust exemption enjoyed

by ship lines to set international freight rates,

reduced some current FMC regulations and lifted
some limitations on intermodal service. T
A Senate committee pasSed a similar bill that
also contained a provision permitting shippers to
form councils to confer with carriers and their
rate-making conferences. j
But the bill was blocked by a filibuster during
the lame-duck session®of Congress and some
parts of the coalition pushing the legislation fear
that Mr. Lewis’ departure would make it very
difficult to reintroduce the measure successfully.
Secretary Lewis was instrumental in persuad-
ing the administration, carriers and shippers to
go along with the key changes in t.he bill and they
fear hic departure wopld make it doubtiul this
kind of unanimity would survive in the next
Congress. . eking.aps, the administration.Js
'7=-'_ . (-5 ] grga, lony; . is:
é%‘ﬁ‘grd%}'iﬁ‘g' a'"'pu&sh “to totally eliminate ICC
controls over the trucking industry. At the very

least it will settle for legislation giving the_

agency the right to exempt some types of tru
traffic from ICC rate regulation, - .. .. .

Similar provisions are contained in’ the
Staggers Rail Act.of 1980 and the recommenda-

tion continually surfaces from time to time in
ICC staff proposals on how to make the
commission operate more effectively, :

One related factor that could affect the
outcome of this debate is the issue of whether to
continue the industry’s immunity from antitrust
laws that permits the carriers to meet and
collectively set freight rates.

A commission to study the matter is split on
what course to foilow and failure to reach an
agreement by Jan. 1 would mean that the
immunity to meet and set rates on freight hauled
by a single carrier automatically will be
extended until July 1, 1984,

! If the commission concludes — and Congress
accepts — a recommendation that this immunity
be eliminated, practical problems may arise that

; could. expase..carriers to antitrusy: prosecution
“when they consider rates cn shipments handled
by more than one company.” - -

...Any move to terminate the antitrust immuni-

. ty. a]so.could force the industry to call for
. abolition of the ICC regulatory controls since this’

i .is the primary benefit the firms receive from
+ Fate regulation in the current environment. - '

In the rail area, the administration's goal will
not be total deregulation sought by the gimiustry
but rather will focus on modifications of the 1980
legislation that substantially reduced ICC rate
and entry controls.

Issues to be addressed include a determina-
tion of what constitutes the kind of major
abandonment that would require commission
approval and elarification of the ageney's powers
on maximum rates and major merger cases.

One issue that is certain to come up is how far
the__ commission should go in exempting rail
traific from rate regulation.

An industry proposal to deregulate expor
traffic has generated strong goppasitign ‘ffgfnl
s_h:pgerslx and some segments of the administra-
‘t‘llon (t):d grounds that- it* goes“far- beyond the
~~limited scope” criteria that must :
rail traffic is deregulated. becuiyt-etare

. Another option being looked at involves a
significant expansion of that limited scope
definition to cover major commaodities, possibly

-including coal.
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Railroads

' By Joff Blyskal

VERY INDUSTRY deregulated so

far has gone through a traumat-

ic and sometimes chaotic ad-
justment. Now that railroads are free
to set their own rates, drop unprofit-
able routes and work out big mergers,
will they escape.some of the jolts air-
lines and trucking have taken!?

Wall Street must think so. Rails are
riding high. While the Dow industri-
als were up 22% in the post-August
bull market, rail issues rose 41%—
even though 1982 earnings were off
considerably. One reason was the re-
cession, of course. But another reason
was disguised by the recession: in-
tense price-cutting among the rail-
roads and between them and their
longtime competitors, long-haul
truckers. ‘“Rails have been cutting

into their bone and marrow on
prices,” says Phil Yeager, president of
Hub City, Inc.,’ the nation’s largest
shipping agent.

What's down the tracks for the de-
regulated rails? To find out, FORBES
sat down with John Fishwick, former
chairman of the Norfolk & Western
and a respected railroad man for more
than three and a half decades. Fish-
wick retired in 1981 after working out
the basic details of the N&W-South-
ern Railway merger that formed the
21,000-mile, $3.6 billion {revenues)
Norfolk Southem last June.

Today, at 66, he is a partner with
the Washington law firm of Windels,
Marx, Davies and Ives—“I wanted to
prove I could do something other than
run a railroad,” he says. FORBES met
with him recently at his Pennsylvania
Avenue office just across from the
Executive Office Building,

There is a lot of talk these days about a
renaissance of the rails. Is there a smooth
track abead for the railroads now that
Washington is off their back? :
Fishwick: There's no reason to think
the railroads won’t suffer the same
pain of deregulation that the airline
and trucking industries are suffering
now. And over the next couple of
years, you'll see a swing in the for-
tunes of those railroads adversely af-
fected. Frankly, it amazes me that
Wall Street hasn’t been more con-
cemned. Every other industry that has
gone through deregulation has had an
adjustment period harmful to some of
its members. Why not the railroads?

What adjustment problems do you see?
The current rate wars, for example?
Fishwick: [t’s unfortunate deregulation

|

7

had to come during hard times. You
get more cutthroat competition then.
Ycs, as with the current rate wars.
That ncver happenced before. The rail-
roads- -espectally  Conranl - -have 1o
realize they are a system whosc parts
should work together. For cxample, a
shipper shipping between St. Louis
and New York City can use the Nor
tolk Southern to Buffalo, then switch
to Conrail, or ship Conrail all the way
from St. Louis through Buffalo to New
York. Since only Conrail goes from
Buffalo to New York, it can charge
whatever the traffic will bear. That in
turn gives Conrail the leverage to be
more competitive on the St. Louis-
Buffalo part of the run, undercutting
the NS. Conrail has said, “We're not
going to get together with anybody on
rates.” Luckily, the bigger railroads
can play tit for tat. But a smaller rail-
road may not havc a tat.
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Wheat can small railroads do?
Fishwick: If 1 were the chairman of a,
smaller railroad, I would try to get it
into the best shape possible and then |
be open to merger talks. If you don‘t ¢
ct in carly, you might not be able to
aintain the cconomies, and in ten

years you probably wouldn’t be worth
very much.

leist time we spoke, yvou mentioned o

coming second weare of mergers. Couldd
Yo explain?
Fishwick: Before long you'll see cfforts
to establish a transcontinental rail-
road system. The bencfits of having
four, five or six very large systems
will be enormous. In a single trans-
continental system you wouldn’t
need the interchanges that you now
do across the country. That would cut
costs, speed up trains, and allow for
longer trains; and you wouldn’t have
to maintain as many repair points.

Do you wish you could be starting
Your career again today? Is ihis the best of
times to be runming a railroad?
Fishwick: This is probably the most
exciting time to be running a railroad.
The Eighties will be an interesting
decade. If the railroads are managed
properly and efficiently, and if they
develop good cost controls, their fu-
ture will be very bright. It could be a
new era. But success will certainly
not be automatic. In the short term
there will be some serious mistakes.
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Wihat Riricds of mistakes?
Fishwick: One scenario is
‘already being played out.
The railroads made a big
oz error by buying too
many boxcars. Everyonc said the box-
car was obsolete, but the railroads
didn’t believe it. Now that’s pretty
much accepted, and there is an enor-
mous investment in boxcars sitting
all over the country, many of which
will never be used.

Is intermodal, or piggyback, service the
answer (o the ingfficiencies of the buxcar?
Fishwick: The industry is very efficient
in moving bulk commodities betwecn
distant points. And that’s what piggy-
back has done—changed boxcar
freight from a nonbulk into a bulk
commodity. But it’s still not efficient
with the equipment the railroads
have. They’ve had to provide the ser-
vice to keep from losing business to
truckers, but it’s a relatively high-cost
operation to put a train in dedicated
service, and I doubt most piggyback is
currently profitable. They have to de-
velop new technology to make it
fmore: profitame.

More railroads are diversifying into
related, norntransporialion areas—some-
thing you support. Does that mean you
believearailroadcan't make iton its ouwn?
Fishwick: No. The advantage of a com-
pany thatis in coal, oil, telecommuni-
cations and whatever, and also in rail-
roads, is that the railroad will be in
competition for capital that goes
where it can get the highest return.
That will keep the railroad people on
their toes to come up with the maxi-
mum investment performance.

You seem to be saying that deregula-
tion and the concurrent adjustments
railroads are making, and will bave to
make, are good, but that there are no
Ruarantees. Would you say the key in all
this will be smart management?
Fishwick: If railroads make invest-
ments that are based on their advan-
tages and don‘t consider themselves
to be a monopoly, I think that they
can be very profitable. There is more
opportunity for success, but also more
risk. The next few years are going to
be unusually challenging for the man-
agement of thesc [big] railroads be-
cause they’re going to have to be the
first to go into this new economic
environment. It's like leaving a warm
house and going out into the cold. m
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rail equipment

By Barbara Rudolph

OU’'VE HEARD IT in industry
Yaftcr industry: “Things haven't
been this bad since the Great
Depression.” Often it’s an exaggera-
tion. But not in the $3 billion rail
cquipment industry. Dcliverics of
new frcight cars last year should hit
18,000, the lowest level since the
mid-1930s. Industry backlog is at its
lowest point in over 20 years. Traific
has been steadily declining for 3 years,
down some 25% since 1980, and prof-
its have collapsed along with it.

Railcars have always been cyclical,
of course, and this time the swing
came with a vengeance. The peak of
the last cycle was 1979, when deliv-
cries hit a record 90,000. That was
clearly a fluke, partly caused by the
fact that boxcars as tax shelters were
then the rage. Trouble was, railcar
manufacturers acted as if it were not a
fluke. They grossly overexpanded

_ their capacity from some 70,000 in
1977 to 100,000 by the end of 1980,
“It was like shooting 59 in a golf
game. You forget that par is 72,” says
James Goff, president of GATX' rail-
car group. Says Amsted President
Robert Wellington: “That’s why this
isn’t a normal recession, why we'’re all
in the trenches.”

Now railcar makers know they
won’t see such demand again—ever.
This year is almost universally writ-
ten off—deliveries should be a tiny
15,000. By 1984 and 1985, volumc

will gradually mncrease to the 30,000-
t0-40,000 range—with a strong econo-
my, say, 50,000.

Why is this downsizing permanent?
First, there were the big mergers of
the past few years that formed Nor
folk Southern, CSX, and soon, Pacific
Rail Systems. Take the coal-car mar-
ket, for example. Both Southern Rail-
way and Scaboard Coast Lines had
been buying their own coal cars; now
they use Norfolk’s and Chessie’s.
Railroads are also operating with in-
creased efficicncy. That's partly be-
cause a slackening in traffic means
cars move morc cfficiently. But it is
also a reflection of more sophisticated
computcrized systems and permanent
cost controls. Finally, rails have been
using more piggyback trains—truck
trailers that are placed on flatcars.

But although demand in a good ycar
is now 50,000 at best, the industry
still maintains capacity of 85,000. No
question, a shakeout is beginning. In
fact, says Kidder, Peabody’s Graemc
Lidgerwood, "It surpriscs me that wc
haven’t seen morc of it alrcady.” Pull-
man got out of the market in April
1982—though President Jack Krui-
zenga still insists they might return—
but no other major producer has yet
given up. There have, of course, been
numerous, indefinite plant closings.
GATX’ Goff offers a plausible expla-
nation: Everyone knows a shakeout is
coming, “but they’re saying, ‘Please
God, not me.”

Railcar companies must scramble
to position themsclves for a future of
cven more piggybacking. There are
already some 20 different designs for
flatcars the piggyback trailer rests on.
“The manufacturers feel that if they
come up with the perfect piggyback
car they’ll have a perfeet niche. But
with everyonc trying to build a better
mousetrap, they won't all prosper,”
says Lidgerwood.
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Who will? Over the long run, low-
cost producers like the railcar divi-
sions of Amsted and Trinity Indus-
tries will. Trinity has proved its abili-
ty to maintain good margins even at
the bottom of the cycle; in 1981, for
example, when operating capacity
was only 30% but pretax margins
were 12.5%. In contrast, ACF posted a
pretax margin of only 4.3% in a good
ycar—1980, when its operating capac-
ity was 90%.

The low-cost producers will have
more of an advantage because the re-
covery, when it does come, will be
gradual. Price competition will re-
main fierce. No boom will bail out the
weaker companies.

In the short run, component suppli-

ers will probably do better than com-
panies that make railcars. Piggyback
cars travel so much faster than box-
cars, and “unit” coal cars are so much
heavier, that their wheels quickly
wear out. So Amsted’s wheel supply
business should improve, On the oth-
er hand, the side frames and bol-
sters—the nuts and bolts that connect
the wheel to the car—rarcly wear out
before the car. So the National Cast-
ings division of Midland-Ross, for ex-
ample, won't turn around ovemight.
Already one of the largest producers of

side frames and bolsters, Diversified
Industries has abandoned the market.
If grain exports pick up soon, special-
ties like the covered hopper would
benefit, helping Tiger’s North Ameri-
can Car and FMC,

But the business will never be the
same, and the railcar makers know it.
Looking on the bright side, Amsted’s
Wellington says: “On the other hand,
we won’t have the same number of
builders and supplicrs. So things will

be all right, eventually, for those of us
who are left.” B



