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· OFFICE Of THE SECRETAR'\' Of T'RANSPORTATION 
• • 

WASl-lJl'~GTOI-l, D.C. 20590 
• 
, 

. . 
DEPUTY 

UNDER StCRET ARY 
• 

• 

• 

• 

• 

• 

• • 

, 

Honorable Robert P. Mayo 
Di "Eee~t or, Bureat1 of th .e Bu.dget 
Washington, D. C. 20503 · 

• 

Dear Mr. Mayo: 

• 

• 

• 

· Encl~>:se ·,1 is our draft of a ''Rail . Passenger Service Act of 19 70'', 
a s .umnta,'~y ,anid· s;ect.ill~R-b-y-s .ec .tion a1).a.lliy·s-is of . the p:J!G,JJ>tl,s(a:1,, and 
a sho1rt . pape.1· discus$~ng tl1e rail passe_nger · service problen1 . 

•• 
. 

The f :a:~~age is not · .~omp;-iete in a11 ~a~,e:t ts,. · but we believe it 
wti! ~ ~tiier~ fo,t ,~'tf:o~es •o't t!l!'~~1~ti.Q:n ·~i tiaits , twnte(,i) i' '©:ir .an.e 

!il., ... , · -. · nii;i .... n - ' <1'1'1 ~ ='L= ~ .r. , ... ,;1 ... ~"ff1,,r. 
~'~~~&~ -l>~~ z~:~ ~ tit~ tJ.·i# ~es,pe~t ~~ ~ -J.k:. ~li rtw•t~i.ltr, ,ef 
'tlll(e M\ll~l?$i~aib r~~nijlle~e~ Att ad'. ~~~ 1at1s· ,~s mi~t, IYe~~ tr•s-
1a~'E11 ilfB~. ,s,it_at~t~ ia:~ge ., %11~~.~a:~ ,e rt~treJr&1 . ~i,/tlt~e r~if 
t 1Jtg ,alQtGlllr&d 9'~-vpe ·Q'f ~le $.e~ttc;,~ is i)t '.~Se&t't.ad,i t~ ~fl~- /ti.Wlill, 
,.;:e: mt.av~ fiQt ,at~p-a~el a (l,eak~ l~telf .• Q.e h'oi,e to · be a'b,J:e ·to 
s :e,nd yotr t:h0:s:e ma~etials in a day or so,. 

• 

Since ,re1y, 
• 

• 

• ·011a1:1.es D. Baker. 
., • 

• 
Charles D. Baker 
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A BILL 

• 

• 

DRAFT 
12-18-69 

To provide for the establishment, operation, and maintenance of 
• 

a national rail passenger system, and for other purposes. 

Be it enacted by the Senate and Rouse of Representatives of the 

United States of America in Congress assembled, That this Act may be cited 

· : as the ''Rai .l Passenger Service Act of 19 70''. 

• 

• 

• 

• 
• , 

"TITLE I -- THE BASIC NATIONAJ., PJ\IL PASSENGER SYSTEt-1 . 
• 

Sec. 101. Congressional Finclings. Tl1e Congress finds tl1at th e re is 
• 

a particular need for the provision of moder11, efficient, intercity railroad , 

pas se 11ge 1· s e rvice i11 ce rt a ~11 high-d e.nsity, short-l 1aul co r riclor s an cl on 

cer ·t ,ain J.ong - l1aul rout e s, as part of a balanc ed tr ans po r tation system; and 

. 
that, to identif), clea1·ly this ne e d, it is 11eces s ary to designate a Basic 

. 

National Ra il Pa ss e nge r System . 

Sec. 102. _!lesi g11a tion of Systen 1. (a) The Secretary of T1:ansportatio11 

sl1all pr e 1,a r e , j_n_ coo pe 1·a tion i-1itl 1 the Inte1·s t a te Conu""!lerce Commi ss ion and 

otl1 e ·r int e r es ted Feder -a l age 11cies and departments, and submit to the Co11gress 

• 

wit .hin 60 days af te1· the date of enactm e11t of this Act a report ivhich 
• 

• 

designates tl 1e. Basic Nat .ion a l Rail Passenger Sys t ern (hereafter in this Act 

referred to as the ''Basic System''). The report shall specify those points 
• 

bet~veen which passenger trains should be operated and . the minimum service 
• 

needed bet\-1een such poin .ts, and identify all routes over which service n1ay 
• • 

be provided. The d-etermination.s as to the points to be served, the minimun 1 

servi .ce ·t .o be provided, and the routes over '\vhich that service ·may be pro

vi.ded shall be ma,de in the s .ole discretion of the Secretary, but he shall 

consider such f .actors as the pot _ential ·pr ·ofi _tability · of t. he · · service, its 

- -
• • 

• 

• 

• 
• ------ - -

• 

• 

• 
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• 

importance to overall system effici .ency, the adequacy of other transportation 

facilities serving the same points, and the opportunities for provision of 

fast .er and more convenient rail service at lower costs. The Basic System 
• 

desci:ib .ed in the Secretary's repo1~t sl1all be established for tl1e purposes 
' ' 

of this Act upon the date the report 

not be revieY1able in any court. 

is isubmitted to the Congress and shall 

I 
. 

(b) The Basic National Rail Passenger System shall constitt1te a 

-minirnun1 national rail passenger :netivork. Ho-v,ever, in any proceeding under 

secti .011 13a of tl1e Interstate Commerce Act ( 49 U.S. C. 13a) , tl1e fact tl1at 

• 
a servi .c e bett -1ee11 ttvo points is not tvi thin the Basic Syste1n shall c1~eate a 

presumption th at the continuation of th e service is not r e quir e d by th e 

public co11venienc e and necessity .a11d wilJ _ constitute an undue burden on 

i11t e r state co mn1er ce . Tl1is prest1,1n.ption n1ay be r eb tttted only by a clear 

. 
sho\ ,1i11g that no o·ther mea ns o ·f pt1blic t:r au s portation are available a.nd that . 

• 

·the esti111ated costs of continuj _ng th e ser, ric:e tvi ll not be d·i.sproportion .ate 

to the es timat e d r eve11.ues to be rec .e·i ved. In an .y p1:oc ee din g under .section 13a 
' 

inv ·olving service b etween t 1-10 points i-iit11in tl 1e Basic S'ys t en1, it sl-121.]. be 

con c lusiv e ly pres umed until Ja n.ua1-y 1, 1974, that the service is required by 

tbe public conve .nience and n e cessity and does not constitu .te an undue burden 
• 

• 
• • 

on interstate commerce. 

TITLE II -- CREATION OF A RAIL PASSENGER COPJ>ORATION 

. 
S.ec. 201. Creation of Corpo ·ration. There is authoriz .ed to be . cr ·.e-at .ed 

• 

a rail passenger corporation for piofi .t whose purpose .is to pro vide intercity 
• 

' 

rail passenger se ·rvice. Th.e. corporation will not be an agency or e-st ·ablish-

ment of the United Stat es Government. It shall be subject to the . provisions 
• 

. 
' -· -- .. ~ . ·- . -- ---

• • 
• 

.. 

• 
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o~ this Act and, to the extent consistent \'1ith this Act, to tl1e District 
. . 

of Columbia Business Corporatio11 Act. The right to repeal, alter, or 
• 

amend this Act at any time is expressly reserved. 
• 

• 

I 

S · 202 P f O · · The Pres1· dent of the Uni· ted s ·tates ec. • rocess o rgan1zat1on. 
, . 

: I 
' 
' 

' • 
' 
. . . 

I 

' . 
• 

shall appoint incorporators, by and ,-1ith the ad,rice and consent o·f tl1e 
l )- - ·-

• 
• Senate, v-1110 sl1all also serve as the board of directors for 180 days folloi.;r-

ing the date of enactn1ent of this Act. The incorporators sl1aJ .l take ,11l1at-

ever actions are necessary to establish tl1e corporation, inclt1cli11g the 
' .. • • . 

filing of articles of incorporation, as approved by the Pr es ident . 

• 

Sec. 203. Directors a11d Officers. (a) The corporation sl1all l1av e a ---- - -
• 

• . 
board of directors cor1sis ting of i11di vid t1al s ' '°'110 are citizens of tl1e 

•, United Stat es , of 1'1l1om one shall be elected annualJ.y by the board to serve 

as cl1airnlaL1. S.evct1 me1nbers of the bo a rd sh .c).1.1 be ap1Joj_nt .ed by tl1e President 
' 

of tl1e U11ited St a l:es, by ancl tvith tl1e advice a11d co11se11t of the Senate, for 

tei --n:ts of tl1ree years 01· tt11til tl1eir successors have been appoj_nted and 

qu a lified, except that the first t, ;;,o n1embers of the board so appoi .nted n1ay 

cont :tnt, e in office for te1 71l.s of or1e )rear , and the ·next t i:,10 members for ter 1i1s 

of t, ,10 yea rs . Any n1ember appoi11ted to · fill a vacancy m.ay be appointed only 
-

for the u11.,expi·red term of the director \.Jho1n he succeeds. Three n1embers of 
• 

tl1e board sl1all be elected annually by those stockholders t;rho are commo11 
• 

carriers engaged in the transportation of passengers by ra .ilroad an .d subject 

to Part I of the Interstate Comm.erce Act (hereaft -er in this title referred 

• to as ''ra .il carriersr') , and . three sh .all be elect .ed annual .ly by the other 

stockbolder ,s of the co.rpora .tio ·n. The members of t .he board appointed by 
• 

• 

• 

• 
• 

• 

' .. 

• 
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the President or elected by stockl1olders 1vho are rail carriers sball take 
• 

I 
office on the 181s ·t day after the date of enactment of this Act. Elect .ion 

• 

. 

of tl1e remaining members of the board shall take place as soon a .s prac .ti-
. 
• 

cable afte1· the first issuance of Class B stock by the corporation. Pend .ing 

' 
election of the remaining three members, six members shall constitute a 

' • 

quorum for t11e purpose of conducting the busi11ess of the board. 

(b) The ·corporation sl1all have a preside11t, and st1ch other of fice1·s 
• -. . • ,. 

as n1ay be named and appointed by the board. The rates of con1pensat ·ion of 
• •• • • . 

all officers sl1all be fixed by tl1e board, and they shall serve at the 

pleastire of tl1e boa1~d. l~o inili.vidual other· than a citizen of the United 
• . 

. 
• 

States n1a) 1 b e an offic er of th e corpo1·ation. No officer of th e corporation .. 

1nay rec eive a11y salary fron1 any source otl1 er tl1an the corporatio11 duri11g 

t'l1e p erioc l of his en1plo) rn1cnt by tl1e corporatj_on . 

Sec. 20L~. }"'i11a1~i-_1!_S of the Corpor3'- .tio11. (a) Tl1e corporation is 

auth orj_zed t:o is sue and l1ave outstandir1g, in such amoui1ts as it sha].l 

det ern 1in e , tt\ro cl asses of capital stock, e .ach of -c-1l1ich shall carry voting 
. 

r·igl1 ts a11d be eligil")le for clivide1 1ds. Cla ss A stocl~ may be issued to a1:1d 
, 

held by onl)r a rail c.arr·ier. Class B stock rt1ay be issued to .and he .ld b)' 

• . 
• . 

, . 

any p ers o11 othe ·r t .h a11 a rail carrier. The shares of Class B stock initially 

offe .red shall be sold at a price and .in a manner to encoura .ge the· tvidest 
• 

distribution to the Ameri .can public . 

. 

I 

(b) At no time after the initial issue is comp·leted shall the aggregate 

. 

of the sl1ares of Class A stock of t 'he corporation o~•med by a . single rail 

carrier, dir e ct .ly or indirectly through subsidi .aries or affiliated compan .i ,es, 
• • 

• 

• • 

• 

,_. -. .. •' . " 

• 

I 

. . 

I 
• 
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\ . 

nominees, or any persons subject to its discretio11 or control, exceed 
• . 

49 per centu .rn of sucl1 shares issued and outstanding. 
• 

I 

• 

5 

(c) At no tin1e mc1:y any stockholder who is not a rail carrier, or any , 
• 

• 

syndicate or affiliated group of such stock.holders, O\m more than . 10 per 

I 

· centum of tl1e sl1ares of Class B stock of the corporation issued and , 

I 

r 
i 

• 

• 
; 

; 
• 

' 

I 
• 

I 

. . 

l ) - - .. 

• 

• 

• 
I 

• 

. outstanding. 

(d) No 4ividends may be paid on any share of stock issued by the 

corporation for five years 
' 

following the date of enactment df . this . ~ 

t • . . 
• 

t 

Act. 

(e) Tl1e corporation is at1thorized to issue, in adclition to tl1e steel<. 

. . 
authbriz ed by subsection ( a) of this sectio11, nonvoting securities , bonds, 

debent ur es , a11cl oth e1~ certj.£ icates of j_ndebt edness a·s it may de t ermine . 

(f) The require1nent of section 45 (b) of the District of Colt1rnbj_a . 

Busines s Co1·poratio11 Act (D.C. Code, sec. 29- -920(b)) as to the perce11tage 

of stocl< 1iil1icl1 a stoclcl 1old e1~ nttist holcl in order to have the right s of 

insp ection and cop) ring set forth ill tl :iat sub sect io11 sh all not be a1)pli ca

bl e i11 tl1e ca .se of l1olde1·s of the stock of th .e corporation ., and th ey may 

exe1~cise · suc11 rights ,;iithout regard to th .e perce ntage of stock th .ey hoJ.d. 

Sec. 205. Ge11eral Pot.;ie:r -s of the Corporati -o~. T'ne cot·porati.011 is 

au .thorized . to ot..n.1, manage, a:nd operate int er -city rail passenger trains, 

• 

to condt1ct research and development related to its missior1, and to acquire 

' • 

the phy ,sical facilities, equipment, and devices necessary to rail passenger 

operations, "1he the :r by con ,struction, purchase, or gift. To carry out its 

functions and purposes, the corporation shall ha v e tl1e usual po\ :lers co .n

ferred upon a stock corporation by the Dis .trict of Columbia Business 

Corporation Act. 

~ . 

• • 

• 
• 

. ' ., . - . . . 
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Sec. 206. Assttmptio11 and Discontinua11ce o·f Rail Passenger Se1.-vice _ . 

(a) On or before the 150th day follo\·ling the date of enact1uent of 

this Act, and on or after the 5LF6tb d.ay follov1ing the date of enactn1ent of 

this Act, the corporation is authorized to enter into contracts ,-1itl1 a rail 

carrier to r .elieve the carrier of responsibi .lity for th .e rail passe .nger 

service whicl-1. that carr;i.er provides betl:•1een the points ,-1ithin the Basic 

Syste1n. In consj.deration of bei11g relieved of its 1·esponsibility by the 

corporation, tl1e rail carri e r sl1all pay to the corporation each year for 

thr '=~e y e ars a·n an1ot111t eqt1al to one-third of \vhicl 1ever i s the l es ser of th e 

• 

follo\ •1i ng : 

• 

· (1) 50 per cent um of t h e fully d is tr i bute d pa sse n ger se rvice 

def i cit of th e ·r ai 1. ca rri e r as r eport ed to the I 11t erstate 
• 

Co111n1erc c Con1n1iss ion for the yea 1· endi ng Dec etnbe r 31. , 196 9 ; or 

(2) 200 pe r . c e nt t1m of th e av oid ab l e co s ts of the . rail pas s e11ger 

servic e tl1e r a il ca1· r ier op er ated du 1:i ug th e per iod Ja11uary ]. , 

1969, tl1rou gh De cen1ber 31, 1969, bev .:1een the poiµ t -s ,-1ithin th e 
• 

Bas i c S .) ' S t en1 c]esi gn a t ed by t he Sec r e t ary . 

The rail carrier s11.all r e c e i ve Class A ·st ·ock in an amount equival e nt ir1 par 

va .lu e to its payme nt to tl1e corporation. In tb .e event that the rail carr .ier 
• -. . 

and the corpo ·ratio11 ca .nnot agr .ee as to the amount of the avoidable costs 
• • • . 

of the rail c a r r i ·er, th e ma tt e r sh .all be referred to the Interstate Comnierce 

Commission. The Commission shall decide the is~ue v1ithin 30 days fo .llo ,ving 

the da .t.e of referral and its dec .ision sha .11 be binding on both parti .es .• 

• 

{b) T'he payn1ents of a rail carrier to the co1.~poratio11 under this section 
• 

ma:y be made in ca .sh :, or by the transfer to the corp _or .ation of · rail passeng er 
• 

.. 
• 

·• 
• 

• 
. . - ' • • ~ .. - . . . . -• . .. . . .. . . - .. . - ... --.. . . ._ 

• 

• 

• 

·' 

. . 
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• 

equipment, or by the provision of service to the corporation subsequent to the 

. 

consummation of the contract, as the rail carrier and the corporation may agree. 

(c) No later than the 181st day after the date of enactment of this Act, 

the corporation shall begin the provision of rail passenge1· service bet'iveen 

I 
points l-lithj_n the Basic Sys tern previously served by rail carriers with lvhich 

I 
it has entered int~o contracts under subsection (a) of this section. At no 

tin1e before Ja11uary 1, 1974, may the corporation allo'i-1 the service it pro-
• 

. -· -- -
vides beb-1een those poi11ts to fall beJ .o'i\7 tl1e mini1nu1n service prescribed for 

the Basi .c S)1sten1. Tl1e corporation may provicle service in excess of t11at 
• 

pre sc ribed in tl1e Basic Syst em j_f consistent 'i•Tith prudent ma11a,gem.cnt. 

(d) On a11d afte1.· t11e 181 st da y after tl1e date of enact me11t of tl1is Ac·t, 

tl1e co1~poratio11 sl1all pro,ricl e se.1··vice in e>:cess of the mini mu1n s e rvice 

prescr :tb e d in tl1e Basic Syst en1 if th e prov -j.s ion of sucl1 service i.s requested 

. 
by St a t e , regional ., or J.ocal . authoriti es and th .ose aL1thorities ag .ree to 

rein1bur se tl1e corpo1 ~at io11 for ai1y ·fut1 .1re operating loss a.ssociated ,;s1it'h t11e 

• servic e . 
• • 

. 

(e) After Dece:11ber 31, ].9 73, th e c.orpo1·at ion ra.ay chcrnge or dJ.sco 11tj _11ue 

service to a11y point -c,:1ithin the Basic 'S·ystem 'tvhenever it finds a change or 
. . 

·-
discontinuanc e to be necessa1.--y to the n1ainte ·nance of the c.orporat .ion on a 

-• 

sound financial bas .is . A.t least 90 days prior to ·the cl1.an.ge or discon-
• . 

tint1ance of a .ny service un .der thi .s subsection, the corporation shall mail 

• 

to the Governor of each Sta ·te in t·~hich the train i .n ques .tio .n is operated, 
• • 

and post in every station, de ·pot, or other facility served thereby, . notice 

of t 'he proposed change. or disconti11uance. The corporati .on shall offer a.n 

' 

opportU11ity for presentatiot1 of wri .tt .en or oral viet vs to all interest ·ed 

pa ,rties at I .east 60 days prior to th e cl1ange or disc .ontinuanc.e. The 

• • 
• 

' ~. . . . . .. . ':. . ~. . ._ .. 

• 

•• 
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. 
corporation may not cl1ange or discontinue the service if, 'tvithi11 30 days 

prior to the end of the nqtice period, State, regional, or local autl1orities 

1:equest continuation of the service and agree to reimburse the corporation 

for any future operating loss associated ,vith tl1e service . 

• 

Sec. 207. Applicabiiity of the Interstate Commerce Act a.11.d Other Laws. 

I 
(The main purpose of thts sectio11 would be to describe tl1e relationsl1j.p of . 

the I11terstate Co1nmcrce Act to the corporation. First, it would state tl1at 
..... ·---.. 

. -
the corporation wou.ld be relieved of all Federal and State eco11omic 

regulatory requiren1ents, i11cluding freedon1 frou1 rat :e regulati .on, except 
• 

• 

for tl1e foll .ot-Jirig Inter s tate Co11unerce Act pro-visions: 
• 

1. Section 2 a.s it 1:--ela t es to discri ·n1ina tion ancl re ba ·t es . 
. 

2. Sectio11 3 (J .) pr ol1ibiti ug undt 1e pr e f er e11ces an .d prej t1dic cs . 

3. Sectio11 3 (5) r e J.a ti1 1g to the compulsory use of te rminal f a.cili ·ties. 
. 

'•. Se ction 5 as it relates to tr a.f fie ri g11 ts a11d poo+ i ng. 

5.. Se ction 5 ( a ) r e lati ·ng to antitrust e·xemption for certaj .11 int er -

carri e r agr ee ments . 
• 

6. Se c ·tio 11s 6 (1), (3), (5) thro ttgh (7), (9), and (10) rel .a t i .ng to 

th e filj _11g of tariffs, cl1arg es and ra ·t es,. adherence to rat e s, etc . 

• 
7. Section s 20 (1) throu gh 20 (12) re .specting accounting systems and 

• 

. .. .... 

statistical reports (excluding the requirement to submit an an11ual re .port 

• • . • 

to the ICC). 
• 

. 

• 

8. Section 20c relating to tl1e recorclation of railroad equipment trust 

•• a :greements and other evid e nces of equipment indebtedness · • 

Second, it ~-1.ould state .that t .he corporation is subject to ex i .sting 
• 

rail . safety laivs . 

. . 
• 

' . 

• .. .. ·, 

• 

• 
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Finally, a provision ,-,ill be included granting the Comm.ission some 
• 

• 

measure of po,ver to compel rail carriers to grant the corporatio11 trackage 
• 

rights.) 
• • 

Sec. 208. Protective Arrangements for Employees. In carrying out its . 
.I 

. . 
• 

• . 

fu11ctions under this title, the corporation shall provide fair and equitab .le 

I 
f 

• 

. . 

11 - -, 
• 

ar ·range1nents, as deter1nined by tl1e Secretary of Labor, to protect the 
, 

i11terests of employees ,-1110 are affected by any action authorized by tl1is 
. . . ",\ 

title. Such protective arrangements shall include, ,-1itl1out .b~ing limited 
' . • . 

to, sucl1 provisio11s as may be necessary for (1) the preservation of r:Lgl1 ts, 

' . 
privileges, and benefi .ts (incl.uding continuation of pensio11 rights and 

• 

benefi .ts) to such e1111>loye es t111de1~ e.xisting · coll e ctive bargaini11 g e.sr een1er1ts 

or other~ •li .se; (2.) the continu a tio11 of coll.ective barg a ini11g rights; (3) tl1e 

p1:otcction of sucl1 in<li, Tidt1al e111ploy e e.s agai11st a t-1orsenj_11g of their posj .tions 

witl1 r( ~spect to tl1eir ern1llo)rme11t; (L~) assu .rances of . priority of ree .mploJ1ne11t 

of en1ploye e s ter1 11j_11ated 01~ laid off; ai1d (5) paid traj .ning or retrainin .g 

pro ,grat )lS. Such ar1~ange .i1-ents s.hall ir1.clt1d.e provisions protectj .ng individtiaJ_ 

e.1nployee s a ga i.11st a worsening of th ,eir positio n s tvith 1·espect to tl1eir 

• 

I 
• 

' 

en1ploym.e nt ~-1hich shall in no event provide b -enefits less than those establishe .d 

pu1·suant to section 5 (2) (f) o~ the Interstate Comrn.erce Act. Any contract 
• 

entered into pursuant to the pro,risions of this title shall specify the ter:ms 
-. 

and conditions of suC:h protec ·tive arr .angernent .s. Co11sistent \•tith the purposes 

of this section, and wl1enever it is practicabl ·e to do so~ the corporation 

shall contract with rail carriers for the rehabilitati .on and repair of its 

rplling stock. • 

• 

• • 

• 

• 

• • 

• 

• 

• 

. 
• 

• 

. .. .. 
1 ,. . -- .. _ .. ... ~ . ,., ·..,...~ ,... . .,.-~·: ~ ..... -'• . -· :· . , . .. .. .. . ... . 
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. Sec. 209. Sanctions. (a) If the corporation engages in or adheres 

to · any action, practice, or policy inconsistent 1.vith the policies and 

purposes of this Act, or if the corporation or any other person violates 
• 

any provision of this Act, obstructs or i11terfe:i;es 1.vith any act :ivi ·ties 

authorized by tl1is Act, refuses, fails, or neglects to discharge his duties 
. . 

. 

ar:id respo11s ib ilj . ties under this Act, or threatens any sucl1 violation, 
, 

obstrt1ction, interference, refusal, failure, or neglect, the district 

court of the United States for any district in 1.-1hicl1 tl1e corporation or 

ther person resi ·cles or may be found shall have jt1risdi cti on, except as 

othe .r wi.se prol1ibi .t ecl by la, .,, upon petition of the A.ttor11ey Genera l of 

. 
,. th e U11ite d S·tates , . to g1~ant suc h equ~Ltable r e li ef as ma)r be n ece ss a t·)r or 

ap1)ropr.·j ~at e to pr eve11t or termi11ate ar1y ,riolation, · conduc t or thre at . 

(b) . Notl 1:i.ng contai11 e d in thi s section shall be con s trued as r e lic -ving 

any p erso1 1 of any . pur1ishm e11t, li ability, or sa r1ctio11 ,,1l1ich n1ay b e impos ecl 

otl 1e L'1•1i se t h ar1 u11der tl1is Act. 

S~c. 210. RepE_~S to tl 1e Congress .. (a) The corpora t io11 shc t].1 tra11smit 
. 

to th e P·r es: ld en t aud tl1 e Congress, ann u a J_J_)T m1d at s uch oth e r ti mes as it 

. 

deems des irable, a co mp1~eh e11sive and de ta iled re1>ort of its op e r at io ns , 

activiti es , and accomplishment~ unde1· this Act. 

(b) The Secretary of Transportation shall trans .mit to the . President 
• 

and the Cong ress ,- one year follo tving tbe date of enactment of this Act and 

biennially th e reaf tet, a 'report on the state of rail passenger se .rvice and 
. 

the e ·ffectiveness of this Act in meeting the req ,uirem~nt for a balanced 

n .ati.ona] . transportat .ion sys t em. • 

• • • 

• • • 

• • 

• 
• • .. 

. . 

• 

• 

• 

•. 

1 
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. 
TITLE III -- FEDERAL FINANCIAL ASSISTANCE 

Sec. 301. Federal Grants. There are authorized to be appro1)riated to 

. 
the Secretary of Tra11sportation for payment to the corporation, the follo,-1-

• 

ing amounts, ,-1hich .shall remain available until expended: 

' • 
(1) For the purpose of assisting in the initial organization and 

I . 
operation of the corporation, the establisl1ment of il!lproved reservat1.011s 

, 

systems and advertising, the upgrading of roadbed and signals, and the 
. . 

conduct of researcl1 and development and demonstration progran1s respecting 

new rail passeng e r service s , $15,000,000 for fisc a l year ].9 71; a11d 

(2) For tl1e pu1·pose of assisting the corporation i11 the developn1 e nt 

and derno11s tr a tion of imp r ove d 1·ol] _j_ng stock fo1~ t1se in corridor s e.rv:t ce , 

and in tl1e a c qui s j. tion of eqt1ip ment for use in th e provi s io :i.1 of s ervic e j_n 

accordanc e with sub s ect i ons (d) and (e) of section 206, $25,000,000 for 

fis c al year 19 7J . • 

Sec. 302. g_uarant y o .f Loa.:_.~. 1ne Se cretary of Tra11spor:ta1 : j_on is 

autbor~ .ze d on st1cl1 ter n1s and c.onditi .011s as h .e may prescrj .be, to gu ara 11ty 
• 

any l e ocle r aga in s t lo s s of pr i nc i pa l or in t erest on sect 1.ritie s , oblig a tions, 

or loans . i s st1ed to finance the pu1.·cl1ase by the corporation of ne .;v rolling 

stoclt for use in corrido1.· serv1ce. The ·maturity dat~ of such securities, 
• 

. 
. 
obligations, or loans, inc_luding all extensions and rene~vals th .ereof, shall 

not be later tl1an 20 years from their d.ate of issuance, and the amount of 

gu.aranteed loans outst;2ndi ·ng at any time m.a.y not exceed $60,000,000. The 

•• 
Secr:e .tary shall presc :ribe and collect from the lending instituti .on a 

reasonable annual guaranty fee. There are authorized to be -appropriat .e ·d 

• • 

such au1ounts as necessary to carry out this section • 
• 

• 
• • 

• 
• -

• 

• 

-· 

• 

• 

- . 
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Section-By-Section Summary of A Bill 

To provide for the establishment, operation, an .d n1aint .enance 

of a national rail passenger system, 
I 

I 
TITLE I • 

and for 0th .er purposes • 

Section I. - Sl1ort Title. This section states that tl1e bill may be 
• 

citecl as the ''Rail Passenger Service Act of 1970 1'. 

Section 101. Congressional Findi11gso This section contains 

findi11gs of Congress re .spe.ctir1g the need for intercity railroad . passenger 

se r vic e in ce r t a ir1 a r e as , ar id tl 1e nee d .fol' tl 1e de sj_gi1a ·tion of a ba s ic 

; na tic)rtal r a il pa sse -11g~1' sy s t .eru. 

• 

• 

Se cti o11 .102. Desi g .r1ation of Sy st e.m. Sub se ction (a) of s e ction 102 

. 
di.r e c ts th e. Se,cr e.'ta1 ~y of Tra11s pot · t a tio .n to sub mit to Cong·.ress wj_ thin 60 . 

d a_ys af te. 1· th e da t e of er1actn1e nt of the bill a report de signatin g a Ba sic 

Nat .io ;na l Ra i l P a s.sen ge r Syste m. The report is to sp e cify thos e points 

be tt ~r~e n tvli i c h 11a.s seng .e r tr a it1s s hou ld be o·p~ r a t -ed and t he min imum se rvice 

ne ed e d bet t-Je.en such points. It aJ.so i s. t .o identify all r ·outes o·ver vihich 

tl1.at service may be provided. 

• . 
Subsection (b) of section .102 sta ·tes that, in any proceeding ·under 

. . 

section 13a of the Interstate Commerc e Act, the fact that a service 
. . 
betw ee n t ,-10 p-.oints is not 1vithin the Ba .sic sy ,stem shall ere .ate a pre-

. 
sumption ·that tlle continuation of the service is not requi r ed by the 

. public. convenie1 1.cc. and necessity .a ·nd wil 1 cons ti tqte an undu .e burden 

on interstate c.oml!let~ce .. This presumption may be reb:utted on_ly by a 

• 

• 

• 

-· 
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• • 

• 
I 

• 

• 

• 

• 
• 

• 

• 
• 

• 

• 

• • 
• 

clear sho,;-1.ing that no other means of public transportation are avail

able and that the estimated costs of continuing · the service ,-1ill not 

2 

be disproportionate to the estimated revenues to be received. It also 

~tates that in any proceeding under section 13a involving service 

b~tween two points within the Basic S)rstem, it s1all be conclusively pre

sumed until January 1, 1974, that the j service is required by the public 

convenie11ce and necessity, and does not constitute an undue burden on 

interstate conune.rce. -
'11 ITLE II 

• 

Se.ct: i.on 201. Cr e ation of Corporatiot1. This section au -tl101~izes the 

cre a ti.011 of a corporati .011 for profit i ,1hose purp ose is to provid .e in te .rcity 
• 

. 

. rail pass e nger servic e . Tl1.e corporation \voul d not be an age ncy of tl 1e 

United States Governn 1e11t. 
• 

Section 202. Proc e ss of Org a.ni za .t .ion. Tl1is section directs the 

Pres ide.11t of tl1e Unit e d Stat :es to appoint incorpora ·tors, by and . with 

. 
th .e. a.clvic e and co11sent of the Se..11ate, 1;1.bo \vould tal c.e i-:hatev e r actio11s 

arc ne c ess ar y to establish th e corp oration. 

Sectiot1 203. Directors a11d Officers. Subsection (a) of sect .ion 
- • 

203 · establishes a boa ·rd of directors for the corporation. Seven members 

of the board would be appointed by the President, by and with the advice 
• 

• 

and cons e nt of the Sena .te, th.ree members would be eJ.ected by stockhold e rs 
• • 

of the corporation who are rail carriei::-s ., and three members wot1ld be · 
• 

. 
elected by tl1e other stockholders of the corporation • 

• 
,, 

• 
. . ~-... .__,.. , , n,..., ... - , w s ,.- ~ ...; m ·;ws:r en .-.. n •; m➔ t • a wwer...-w_, -•Iii! ia,.,. ,:.•a 

• 

• 

• 

• 



• 

.. 
• 

. . 

• 

, 

. 
•• 
' 
' . . . . 

p . , 

• • 

• 

• 

• • 

• 

. • 

• 

• 

• 
• 

• 

• 3 
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• 

Subsection (b) of section 203 provides for the appointment by the 

board of a president and other officers of the corporation. 

Section 204. Fina11cing of the Corporatior1. This section: authorizes 

• 

the corporation to issue two classes of stock each of which \vould carry 

voting rightsa Class A stock would be issued to and held by only rail 
I • 

carriers. Class B stock would be isshea to and held by persons other 
• 

than rail carrierso The corporation also could issue nonvoting 

·-· securities, deb e ntures, · a11d other certificates of in .debte -dness • 

Se ctio11 2050 Gen e ral Po1,1e.rs of the. Corporation. This section 

autl101 -izes tl1e corpo1-a 'tj _6n to 01-1n, manage. , and ope.1-ate int e rc ity 

pass e11ger tr air1s , to conduct res enrc l1 and develo prnc nt related to its 

n1issj_on, a11d to acquire th e f .ac iliti es a11d equipm e nt ne ce.ssa ry to rai] . 

• passenger op e rations • . 

Section 206. _Asst1.n1ptio11. of Rail Pass eng .er Ser ·vice • . Subsectj_ort (a) 

of sac tio11 206 autho1~izes tl'te corporation to co11trac t \vi th any rail 

ca ·r .rier to reli eve the carrier of r espons ibility for the r a il pass e 11ger 
• 

• 

ser ·vice tl1e c a rrier p1-ovides bet, vee11 the. poir1ts ,.,i thin the Bas ic Syst em . 

It r e.quj _re.s tl1at sucl1 contracts pro vide. for the p ayinent by the r a ·il 
·• 

c.arrie r to the corporatio .n each year for three yea1·s of ar1 an1oun t equal 

to one-third of ,-1l1ichever is the lesser of the fol lowing: (1) 50 pe::.r 

~ 

centum of t ·he fully distri .buted pass :enger servic .e deficit of the rail 
• 

• 

ca .rrier f .or 1969, or (2) 200 pe.r centum of the avoidable costs of the 

· rail passenger service the rail carrier operated within the Basic 

Systenl during 1969 .. · 

• 

• 

• 

Subsection (b) of sectio11 206 specifies certain methods by which 

. . 

pa :ymcnts of · a rail carrier may be made under subsectipn (a) • 
• 

• 

• 

• 

• 

• 

• 

., 
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Subsection (c) of section 206 requires the corporation 
\ 

to begin no 
• 

later than the 181st day after enactn 1ent of the bill service bet-c-1een points . 
• 

. 

within tl1e Basic System · previously served by rail carriers witl1 1.,rl1icl1 it 
• 

. 
has entered into contracts under subsection (a). The corporation is 

i . 
' prohibited through December 31, 1973, fron1 allo-c -1ing the service it pro

vides bett-1een those points to fall belo -cv the minimu1n service prescribed 

under section 102. 

l l 
• 

• 
). . 

Subsection (d) of section 206 requires th e corporation ·to provide 
' .. • • . 

service i11 excess of the mini n1um service pre sc ribed t1ncler sectio11 102 if 
• 

a Stat e , regio11al, or locaJ. authority agrees to r eim bur se th e corpor atio 11 
.. 

• 

for t11e op c ratj .11g J.oss associ ate d wj_th tl1e service. 

St1bsec l:io11 ( e ) of section 20 6 estab li sl1es procedu1·es by \•1hich t1·1e 

. 
coi·poratj .011 n1ay char i.ge 01· dis continu e service to any point vrithin tl1e 

• 

Basic Syst eL'l aft~er Decembe r 3J. , 1973. 

Sectj .on 207. :!_p_plicability of the Interstate Commerc e Act and O·ther 

La,,7s . '!'his s ect ion h as not bee11 drafted as yet. A narrative of its 

int e11cle d scope is s e t fo rt l1 in th e a..cco nipanying dr af t bill. 

Section 208 . Prot e cti ve A1Tangement s for Employees. Thi s sectj .011 
• 

re .quir e s the co ·rporat i on., in car1.--ying out its functions, to pro ·vide fair 

and equitabl .e arrange n1ents., as determined by t ·he Secretary of Labor, to 
• 

protect the inter es ts of employe e s who are af ·f ected by any action 

authorized und er Title II of the bill. Cons .is tent with the purposes of 

the section, the corporation wo·uld be .required, when it is practical to . 

. . . 
. do 5 .0 , . t ·o contract with rail carri .ers for the rel1ab ,.ilitation and repc.tir 

• 

. o :f its rol~ing stock. 
• 

• 

• 
• 

• 

. . 

I 

. 
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' 

' 

I 
• 
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• 
. . . 
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Section 209. · Sanctions. This section provides, among other things, 
1 

. . 
that if the corporation engages in practices inconsistent with th~ pur-

poses declared in the bill, or if the corporation or any othe1· person 
. 

v .iolates any provision of the bill, the United States district court 

for any district in v1hich the corpora J ion or person resides or may be 

found shall have jurisdiction, upon petition of the Attorney General, 
• 

to grant such ec1uitable r e lief as may be nece s sary or appropriate to 

. -terminate the co11duct or vi.olation. 

Section 210 . . Reports to C~gr e ss. This sectio11 r equire s th e 

corporati .on to 1nal<.e annual r eports to the Presid .ent and th e Cong1:-e s s 

r e sp e c t i ng it s op er at ions. It al s o requir e s th e Se cr eta ry to make 

. 
periodic r e 1)ort s to the Pr e sid ent an d tl 1e Co11gre ss on th e state of rail 

pas sen ge r s e r v ic e and th e eff e ctiv e11ess of tl1e bill i11 mee ting t he r ec1u.i1: e--

• 

n1e11t fo 1:- a b a l anc e cl tr a nsportati o11 s yst em. 

TITLE I I I 
• 

. 
Se ction 301. Fede r al Gr an t s . This s e ction autl 1orizes th e Secr e tary 

, 

of Tt:ansp or t a tion to n1ak.e payinents to th e corpor a tion in the follot ,ring 
• 

a,mo·unts: (1) $15 n1illion to as ·s.ist i11 t .he initial org a 11izati .on and 

operation of the corporation, the establish ment of impr ·oved r e servations 

systems and a.dvertisin g , the up gradin .g of roadbed and signals, and the 
• 

conduct of res e arcl1 and dev e lop ment and de monst .ration program .s respecting . 

• 

new ra ·il pass enger servic e s; and (2) $25 million to assist the corporation 
•• . 

in the dev e lopm e nt and de:monstTation of improved ro .lling stoc .k for use .in 

. 

corridor service, and the acquisition of equipment for us e in the p:rovision . 

• 

• . 
• '• 

• 

. . . 
- • ·- • - - - + • ., . - -. - ,.. - . ... .. 

• 

• 

• • 
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This report is principally intended to assist the Administration in 
arriving at a sound, timely decision with respect to its policy for 
r ail passenger service. Prepared by the Departmen~ of Transportation 
primariJ.y for the staffs of the White · House, the Bureau of the Budget·, 
and the Council of Economic Advisers ,vho are concerned with the rail . 
passenger service problem, the report has benefited from conversations 

• 
with Budget Bureau staff analysts. 

. 

• 

• 

Part I analyzes trends in intercity passenger transporta ·tion, indicating . . .__ . 
the character of potential traffic gro\ •1th, and the changing relative 
positions of tl1e modes. Mount:i.ng rail passenger deficits are considered 
in relation to tl1e general financial condition of the railroads . 

• • 

Part II deals with tl1e central policy goals and issues . It considers 
future passenger transportation requirements and then turns to the 
contribution which can be made by appropriately structured, qualitatively-. 
improved rail service. Primary emphasis is . placed on the problem of 
moving large numbers of persons in short-haul ''corridors'' no\v a .nd in the 
future. The section concludes with a .n assessment of factors pertinent 

• 

to the definition of a Federal role for ~ail passenger service . 
• 

• . . 
·Part III describes tl1e _po l itical situation faced by the Admin ·istration 
in making its program decision, and includes a review of legislative 
a.ction already well under way in t~e Congress. 

Part IV surnrnari .zes several alternative policy approaches that have been 
• • • 

suggested. A critique of the p~oposals is provi~ed, a critique whi .ch is 

• 
. . 
• 

framed in terms of the operating characteristics of _rail service implicit 
i11 the proposals and their confor1ni ty with an appropr ·~a te .Federal role . 

• • 

Part V co11cludes · the document with a present~t -j_on of the progra1T1 recom
mendation .s o.f tl1e Secretary of Transportation, namely ·the formation of a 
private-public cor:.porat ·ion (Railpax) to provide rail service and off er 

• 

an objective t .est of its future potential. 
• 

• 

Add.itional material is provided in the appendices. . . 
• 

• 

• 

• 
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I. TRENDS IN IN1'ERCITY PASSENGER TRANSPORTATION 

> / • • 

• 

--
i . 

The post,;,,;,ar record of U.S. intercity passenger tra11sportation reveals 
two principal characteristics : rapid grotvth and · shifts among ·tl1e ·. 
modes. In 1948 the volume of intercity passenger transportation, / 
ref l ected in passenger miles, was about 40 % of what it is today. . i 
For every three passenger miles recorded just 10 years ago there will : , _ 
b e more than four this year . As we l ook ah ead , taking into account 

1 

population expansion {there wi l l be 25 mil l ion more Americans a l ive 
at the end of the 1970 1 s than there were ~n 1969) and economic growth 
( tl1e 1980 ·GNP, in 1968 dol l ars, wi l l exceed $1. 5 tri l lion, 50% bigger 
than the current l evel of $950 billion), intercity passenger trans -
portation ,-,ill be half again greater th an it is notv . ~ ~ 

: . . . 
. 

Sig11ificant though these aggregates are, tl1e change in the distribution 
·o f transportat i on among the modes that has been t aking p l ace in the 
postwar years is equal l y significant for purposes of assessing fu t ure 
Federal transportation pol i cy. Among public carriers the mos t dramatic . , 
indicia of c l1ange are reflected in t l1e dec li ne o.f rai l se r vice and the 
exp l os i ve growtl1 of air transportation _. However vie-cved , t h e rail mode 
has dec l ined sharply. The rai l roads c u rren t ly accoun t for on l y abo u t 
a t hird of the passe nger n1il es they re .ported two decades ago and only 
about a ha l f of their traffic it1 1958 . Mean°\-111il e the nation ' s common 
ca r ri e rs a s a g .roup almost doubled t .he volume of t heir bu siness,. 
a l though t h ey only he l d even their share of the total intercity marke t ! 
Accottnt i ng for jus t about all of this gain have bee11 the air li nes . · 

• 

• 

, As traff i c has fal l en, the railroads, once the principa l form of 
. public intercity tr ansportation, have encounte~ed growing deficits 

from · t heir passenger operations . Fu lly - distribnted rai .l passeng~r 
l osses · no't-1 amou.nt t o near l y $500 million, avoidable · eosts eqMal 

• 

approxin1a t e .ly a quarter of a b i~ l ion dollars., and actual cas 'h drain 
amount s to a.bout $150 million . I n 1968 t he passenger service avoida .ble 
l oss amounted to 50 .7 % of t he indus t ry 1 s net in come and 2 . 5% of freight 
r evenues . Elimination of the d eficit 'tvoul d have a ma.j or favora .ble 
effect on the net income position of ·the industry , and perhaps on 
freight rates as we ll . .. 

T11e serious impact of the deficit can be expec t ed t o intens i f .Y ·unless 
t he industry i s relieved of the g r o"t•1ing burden of passenger service. 
The trend of deficits 0 11 a so l e l y related cos t basis shows a r ap i d 
i ncrease -- f r om $9 million in 1963 t o $190 n1il l ion in 196.8 (S ee 

• 

j 

• 

. Tabl .e 1) • . . 

• 
• • 

• • 

• 

• 
• 

.. I • • • 
• • 
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The cross subsidy of passenger service by freight traffic bas an 
impact ori overall (all modes) freight transportation efficiency. 
The following points are relevant: · 

(1) Market place selection of mode is distorted to the extent 
rail rates are higher than necessary; 

(2) 

(3) 

' 
The effect on tl1e net income position of the rail carriers 

• 

encourages flight of capital fro:n the industry. The rece11t 
and quit _e dramatic move on the part of many major rail 
carriers totvard diversification reflects a grotving pessimism 
on the part of the financial community for the prospects of 
making an ad~quate return in the rail industry; 

l • . -
: , 1 . .. 

The rail industry historically has been dependent on internal 
cash flow and borrotving to moderni .ze operations; because of 
poor earnings equity financing is not available. The pas
senger deficit has a significant impact on internal casl1 flotv 
and contributes to the lotv earnings whi:cl1 in tt.1.rn limit the 
industry's ability to modern _ize servi.ce and facilities. The 
vici .ous circle is therefore c_omplete • 

. 
Additio11al information on the railroad financial situation is provided 
as ·Appendix A. • 

,. I 
I 

. 
' 

I • . 

I 
• • . 

, I 
' -. . 

Tl1u.s, in a period of Fapid economic expansion and of greatly increased. 
intercity personal transportation the rail .roads have seen their · 
position as a commo11 carrier almost totally eroded ., with ·serious 
financial consequences. From the standpoint o.f overall policy most - . 
of t.he grotvth in intercity tra .nsportation has, as a parallel, -bee .n 

· repor ·te ,d by tbos -e mo0des (airlines, automobiles, buses) which have 
received the benefit of substantial government investment assistance, 
often on a subsidized basis. . 
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II. FEDERAL TRAN~ORTATION POLICY GOAT.,S AND REQQ_IREMENTS 

• 

• 

• 

• 

Give11 tl1e steep decli11e of rail passenger service as a factor i11 
i ntercity passenger transportation, one must face the centra l 
question: Should this fact be accepted as a sirn~le ref l ect i on 
of inexorable economic, technological and socia l forces and its 
ul timate result, nam.ely, the virtua l or total demise of intercity . 
rail service, anticipated in the ntanner of a historian, or s·hou l d 
s teps be talcen to test and determine the role that rai l passenger 
s ervice can play .in meeting future intercity transportation 
r equirements? In pondering · the latter -alternative, it must be 
appreciated that \-7ithout major cl1ange in the nature of r a il service, 
the record amply demonstrates that rail movement will continue its 

• 

secular decline . Without some new approach, ref l ecting ; a~ under-
st anding of the characteristics of rail transportat i on and of the 
intercity passenger market, i t wou l d be absurd for the Federa l 

·Government to give any serious co11sidera tio11 to the potential future 
-contribut i ons of this mode of transportation. Fresh organizationa l 

; 

and l!lanageria 1 approaches ,.,ill be vita l ly needed; the r? u tes over 
which passe11ger trains are operated D1ust be careft1 l ly . pruned and 
tl 1orough l y restr uctured; new investment must be made in passenger 
equipment ; a11d the heavy regulatory constraints that have traditional l y 
b ee11 i mposed on transpo r tation carriers must be severely · moderated . 
Change, t l1en, is essent i al if ra i l service cou l d even conceivab l y 
become a positive factor in i ntercity transportation in t he U. S • 

. 

I 
• . 
. 

• • 

But to re t urn t o the basic questio11, ,.,hat goa l s of our na t iona l 
t rans1)ortat i on policy might be served through im.plernentatio11 of 

• a r ai l · passe11ger program of this· type? What are our objec t ives • 

. i n pr oposing a ne,-1 and in11ova t ive Federa l role? 
• 

• . 

The summary goa l of ou r national passenger. transportation policy is 
t o insure the exi st ence of an e~ficient ·ly funeti .oning netwo r k o f 
passenger services attuned to . t he demands o f those who t-ravel . The 

n et,-.1ork sho ul d be: 

1. Operatio _nal l y efficient , so as to optimize the nation ' s 
t ·rave l bill . The ob j ec -t is . _n0t to minimize total cost of p-rese.n .t 
t rav ·e l , but to enable a pattern of trade - offs b.etv1een h i gh qual .ity 
services and low cos t ser ·vices s uch as will best se r ve t he · ec-0noroy. 

2 . ~dapt i ve , ·so as t o 
or na t io .na l emerge .ncy , and 
markets . · 

• 
• 

• 

. 
' 

• 

' .. . 

• ' •., + 

• 

meet peak demands, exigenc .ie .s_ of weat 11er 
sha .rp gro't•1.tl1 in dema 11d i n spec i fic 

• • 

• 

• 

• • • 
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• 
• 
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3. f_om[<?_rtable 
2 

convenj.e12_t 2 and sa~, factors 1-1l1ich are 
ref l ected in the overall efficiency ot system and the price 
patrons will pay for services. 

. . - . . . 
• 

• 

4 

I . I 
' 

4. Market oriented, so that user demanded services are provided, / 
users pay the costs of what they consun1e , and gover11ment involven 1ent .: 

.. 
• 

I 

I 
' 
• 

J , 
I 

• 

' 

is limited to sponsoring the organizational arra11gen1ents . necessary .to : 
implement the components of the nettvork, and providing fina11cia 1 ; ~ __ -
assista1 1ce in i11stances v1here external benefits of a certain type 

1 

of service exist, i.e., w11ere tl1ere are benefits to the public above 
a11d beyond tl1ose for whicl1 users should be cl1arged. 

Futu~~ _'!'._r~nsportation Requirements 
• . . 
' .. 

I . -., 
' ~ . . 

Today in the U.S. about 70% of our 200 million people live in urban 
areas . In another 10 years our population will increase bj close to 
25 million and by then an even _larger proportion, close to 80%, will 
live in cities. T11is continued trend to urbanizatio11 is co ·mpleme11_ted 
by another char~cteristic, namely, megalopolizafion. I~ more and 
more · areas of the country cities located relatively short distances 
apart are becoming interconnected in fairly well-defined regions or 
''corridors. ' ' . The best kno tvn · is in tl1e Northeast, running northeast 
fron1 \\Tashington througl1 Baltimore, Philadelpl1ia, New York to Boston • 
Its populatio11 is around 35 million, _ situated in 25 major urban areas . 
.I t is a common error, though, to thinl c of corridors only in ·terms of 
tl1e Ne't? Yorlc-t~asl1i11gton-Bosto11 comple ·x . There are in fact a number 
of corriclo1·s or intercity groupings in other parts of the U. S. In 
what can be termed the southern Great Lakes -- a belt stretching 
east,vard from Cl1icago to Pittsburgl1 a11d, on the nortl1, Buffalo - -

. tbe1:e is a population of more than 18 millio11. In terms of population 
density ,-1ith .i11 urbanized areas in a common geograph :ical area there 

• 
are several otl1er corridor compl :exes . · One ~tr'0tches ·up and across 
New Yorlc State, ano :tber is in California. Significant urban corridors 
are also e.mergilig in Flo .rida, the South:e .ast, in Te-xas ( from Dallas 
Fort Wo1·th soutl1!Jard tliroug ,b Austin to ·san Antonio and Houston), 
be ·t,veen Chicago and St . Louis, -and in the ·far Northwest. 

Each of these urbanized corridors ha .s certain common features, v1ith 
considerable transportati9n sign .i .ficance. Population density is l1igl1; 
there are seve1~a1 cities, close toge .tl1er but not abutting; th~ 
distance fr ·om one major urban center to anotl1er niay range from as 
fe1r as 25 miles . to perhaps 350 miles . Transporta .tion patterns are 
complex, bu~ a large pe1:centage of the travel i11 .the c.orridor botl1 
origi _na t e s and termina _tes '-1ithin its boundaries. In .a sense . the 
corri :dor n1ay be vieti ,ed a~ a market all by itself, but it . is .not : 
.isolat~d ·.. People in large nuo1be·rs travel · t .o New Yotk · ·ff ,p.m Jl~ton 
and Iv'asl1i11gto11, but . tI1ey also a1.-ri ve · fro:n Los Angel ·e·s, Londo.n, . and 

• 

• 

• 
" • 

• 
. 
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3. Com[~rtab le, conveni .ent, and safe., factors ,.,hich are 
reflected in the overall efficiency ot system and the price 
patrons will pay for services. 

. . -
• 

, 

4 
• 

I • I 

4. Market oriented., so that user demanded services are provided, j 
users pay the cos ts of ,;-1hat they consume, and governm ent involvement _: 
is limited to sponsoring the organizatio11al arra11gements necessary .to _: 
impJ.ement the compone11ts of the net,vorl<, and providing fina11cial 
ass is ta11ce in instances ,;,1here exter11a 1 benefits of a certai11 type 
of service exist, i.e., where there are benefits to the public above 
and beyond tl1ose for 'tvl1icl1 u.sers should be cl1arged. 

• 

I . -. . •• 
\ b 

• 

Today in the U.S. about 70% of our 200 million people llve in urban 
areas. In another 10 years our population will increase bj close to 
25 million and by then an even_larger proportion., close to 80%, will 
live in cities. This continued trend to urbanizatio11 is complemen_ted 
by another char~cteristic., namely, megalopolizafion. I~ more and 
more . areas of the country cities located relatively short distances 
apart ai~e beco1ning i11tercon11ecte ·d in fairly well-defined regions or 
''corrido rs. '' The best k.no1.;rn · is in the Northea .s t, running nortl1eas t 
fron1 Washi11,gton tl1rough Baltimore, Philadelpl1ia, New York to Boston. 
Its population is around 35 million, situated in 25 major urban areas. 

• 

It is a co1nmon error, though, to thinlc of corridors only in :te .rms of 
tl1e Ne-cv Yorl c-\vasl1ington-Bosto11 complex . There are in fact a number 
of corr ido1-s or int ere ity groupings in other parts of the U.S. 111 
what can be termed the southern "Great Lakes -- a belt stretcl1ing 
east,vard fron1 Cl1~cago to Pittsburgl1 and, on the north, Buffalo --

. there is a pop:ulation of more than 18 millio11. .In terms of population 
density ivith~n urbanized areas in a comm.on geograph -ical area there 
are several otl1er corrido ·r complexes. · One stret .ehes up an .d: across 
New Yorlt State> a.nother is in Califo .rnia. Significant ur ban corridors 
are also emergi11g in Florida, the S·ou·th ·east, in Texas ( -from Dalias
Fort W61-th soutl11vard tl1·rougl1 Aust in to S-an Antonio and Houston), 
between Chicago and St. Lou is, and in th .e far North,-1est. 

. . 

· Eacl1 of these urbanized corridors has certain common features, with 
considerable transportation significance. Population densi.ty is higl 1; 
there are seve1-al cities, close togetl1er but not abut ·ting; tl1e 
dista11ce from one major urban center to anotl1er niay range fron 1 as 
fet.1 as 25 miles _ to perhaps 350 miles. Transportation patterns are 
complex, bu~ a large percentage of the tr ave 1 i11 the corridor botl1 
ori~inates an ,d terminates witl1in its bound -ar .ies. In a s~nse the 
corri ·dor ma.y be viewed a~ a Dk'lrket ali by its~lf, but it is .no.t 
isolated. P_eople in large n~n~bers travel to Net,.,. Y9rlc. frp :ni-' .B:6~.ton 
and l._Iasl1i.ngto11, but tl1ey also a ·1-rive fro.:n Los Angeies, Londo·n~' .and 
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Tokyo~ The densely populated urban corridor, then, presents a high l y 
h eterogerieous transportation phenomenon -- wi t h discrete transportation 
problems, each witl1 their oi•m peculiar properties and solutions • 

• 

As the nation ' s population increases - - from its present 200 million 
to 225 million by 1975, to 250 mil l ion by 1980, and a11 esti1nated 
320 mill i on by the year 2000 - - our urban cor~idor popu l ation is 
go i ng to grow, indeed· even more rapidly . SoJ1e demograpl1ers predict 

· that by the turn of the century the · Northeast region stretching from 
wa·sl1ing ·to11 to Boston will contain a fourtl1 of a ll our people . That . . 
means 80 million people, as compared with the 35 ·million or so who 
liv e in this urban megalopolis at the presen t time . Similarly, about 
12-15% of the popu l ation will live in the central strip from Chicago 
t o Buffalo and P i ttsburgh; that works out to perhaps as many as 
50 mi ll ion people . On the West Coast t he San Diego- Los Angeles-
Sa11 Fra11cisco corrid9r is likely to have about as ma11y people \vit l1in 

· i ts confines as i11 the central U. S . If al l o\va11.ce is made for tl1e • 

grol.;,tl1 of the o tl 1er urban corridors that were mentioned - - in the 
Sout l1east, in Texas , and elsei-1l1ere - .- the lil<elihood is tl1at by the 
year 2000 at least 200 mi l lio11 Atnerica11s tvi ll reside in one or another 
of these metropolitan corridors . 

• 

Q_~~ridor Transportation }s.~gui~ements 
. 

To put t h e transportation issue in better pe r spective, consider the 

• situation in -the Northeast Corridor, centered, as it is, around 
Ne,v York .. Tl1i s lvill help shoi;v bow improved rail s~rvice might help 
mee t , in an econon1.ical l y effective 1-vay, future transportation demands. 
Today we have a ser i ollS air congestion problem in and around Ne,;1 York • 
The practical a1111ual capacity of the three major N:e1-1 York Cj.ty airports 
h as been reached . t?.ith an i nterval of bad iveather or a fairly minor 
com.-nunications difficu l ty, . · ser .ious delays can occur , and delays are 
a common ex_peri .e11ce. Tq.e FAA. estimates the present capacity of the 
three Net-1 York a i rports at about 800.,000 annu .al ope r ations, a figure 
that just abot1t matches t:1p "tvith . the current vo l ume of operations . 
This factor bas forced . the D~partment of Transportation to tal<e steps 
to ration the available space of these airports so as to minimize 
l engthy d.ela)rs for com1nercial air t1·avelers. T'ois wil l help alleviate 

-t he prob l em .- - for a wl1ile . Eventually, hoi;-1eve.r, some more basic 
s o l ution must be found • 

To suggest i,rl1at such cJ solution might be., it is wel l t o expr11ine the 
character of air travel into and out of New Yor ·k. Right; t:noiv tl1.e 
numbe,r of ai:r ca1:rier operations into and out of New Yo1 .. k j:ron1 
Washington , Baltimore, a11d Bos to11 approxia1ates _ 120 , 000 a year . Some 
6 mi lli911 passengers ,.,ill travel tl1is year to and from N·e_Iv Yorl < l>y 
ai r from or. to Boston and Wa~hington . Ou the a~er~ge about 16 -,500 
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peo1Jle arrive and depart daily at t ·he Ne-cv Yorlc airports en route to 
or from Washington/Baltimore and Boston aboard nearly 350 separate 
flights, each of v1hicl1 uses about the· san1e amot1nt of airspace and 
run\ •1ay capacity as a plane comin g from across the country or arou11d 
the world. The lesson is that a large amount of ·the air traffic 
into and out of New York now involves movement to other corridor 

• 
' . 

I 
• . 

, . 

• . 

• • 

. . 
• 
• 

points that are located little more than 200 miles distant, and are 
preem1)ting capacity whicl1 might otl1 er\vise by ~sed b), aircraft opera .tin g 
over long distances where air transportation provides its most ; ~ - · 
effe~tive and most economic role . 

. 
To see the prosp ec tive contribution that modern train service could 
provide in tl1e corridor, close attention must be given to air t1--ans
portatio11. At the principal hubs i11 tl1e Nortl1 ea st, airport con ge stion 
has already becon1e a serious and -c,,rell-publicized problem. · But it is 
not confined solely to the Nortl1eas t., for similar ra tio11ing procedt1res 
hav e l1ad to be placed in effect in Chicago a11d \vashington. Fur ·ther, 
this sa .me situation is emerging in other parts of tl1e country. At 
Los Angeles., Bos ton, Sa n Fra11cisco and St Louis •e.xisting airport 
capatity has all but been saturated, according to a recent report 

. ' 

of the Civil Aeronautics Board. By 19_75 air travel demand is e.xpected 
to e:x:l1aust ayailable airport capacity at Atlanta, Philadelphia, Miarni., 
and prob a l)l), Clev e land. A sizable proportion of the domestic air 
traffic at each of tl1e se principal hubs consists of travele1.:-s making 
rela .tj _vely short flights ,vi thin the relevant corridor complexes • 

• • 

This situ a tio11 is mos·t striki ·ng in the Nortl1east. At Boston, for 
exam11le, 56% of total dom·estic air traffic using this terminal 
origio a tecl 01- terminated its journey "tvithin the Nortl1east Corridor. 
At l'1asl1irtgton the comparable figure ,,1as 40% and .at New York, despite 

· tl1e large amount of transcontinental traffic, the figur .e v1as 25%. A 
fuller breakdo\vn is presented in Table 2 . Based on 1968 data, 
Table 3 s110\vS both the number of · air passengers a~t corri .d.or citi .es 
and the commercia .l flights required to serve these numbers of p.as -
senge1·s, ass ·uming average load factors. As can be seen, for example, 
2 . 8 millio11 passengers traveled by air betv. reen Wa.shjngton and the 
other 8 identified points in the Northe a st in 1968, using near l y 
52,00 .0 flights. The num.b e r of such flights at New York a l on e \vas 
nearly 100,000 . Tnis volume of relatively short-hau .l corridor 
traffic contributes importantly to the congestion problem ex1)e rienced 

• • 
• 

at the n1ajor hub terrn .inals . It is tl)is congestion \v'hicl1 has inten .sified 
the demand for a ·dclitional airport and airt-1.ay capacity, . something wl1ich 
can be provided under existing circumstances on.ly with large amou·nts 
of Federal aid offset., but only in part, by u,ser charges • .. 

• 

What is true of Net,; Yori{ a11d of t .he Northeast Corridor is al·so 
cb .aractet·is tic, thoL1gh not yet in quite so pro11ounced a n1anner, 
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of other par t s of the Uni t ed States. Approximately 30% of air 
passen g ers flying into or out of the major hub terminals in 
California, rangj _ng fro1n Sacra mento ancl San Francisco in the north 
to San Diego i n the south, is composed of travel within the 
California Corridor. 

• 

Projected Corridor Travel Demand 

7 

, 

• 

It is when t<1e lool< ahead and take into account anticipated air traffic 
growth tl 1at intr a corridor travel demand ass ·umes eve11 greater practical 
significance from the standpoint of national transportation policy. 
The fact, noted earlier, that the corridors (treated as megalopolitan 

· · regions) · will absorb even a larger proportion of the nation's growth 
in population that contributes to this facet of tl1e large problem • 
Estimate s of air transportation in the North east Corridor show that 
at the commerci a l airports . i11 New: York City th e nu1nber of passengers 
by air will rise to ·approxi mately 42 million by 1975. These figures, 
str .il cing in tl 1eu1selves, n1u:s ·t be converted into a11ticipat ed aircraft 
operations in order to a s sess their relationship to airport capacit y . 
W11a t this sl101-1s is that the anticipated peak hour number of scheduled 
comn1e1·cial aircraft operations at the .three .New Yo.rk airports could 
amount to over 300 ope ·r a tions by 1975. These . figures far exceed pe ak 
hour . ca1)a city of the Ne'tv Yo.rk airports, currently calculate .cl at 160 
ope.ration s under instrum ent flight rules. It is evident that som e
thing must give: either aircraft operati.ons must be reduced and air 

• 

traffic curt~iled, wl1ich a f e,., think possible and most think inc .on-
ceivable, or capacity incre a sed> through the .cons .truction of ne, .1 and · . 
extremel) r costly major airport .s or through the addition of extra 
rurlJvays and highly expe 11sive, at1t0Jnated control of the air ter1nin .al 

. . 
areas to permit son1e\-1hat fuller utilizatio~ of run,;vay capacity. T.here 
is, tho :ugh, a third a1ternative -- namely to shift a portion of the 

·substantial antic.ipa ·te .d increased traffic ,-1ithin the No.;rt .b .east Corridor 
and in the other urban corridors of the United . St~tes, to alter .native 
forms of transportatio11, notably to surface transport. It is at this 
point ~vhere the prospe .ctive role of rail transp ·ortation . becomes 
exceedingly relevant . 

• 

. 

;I)iv ersion of Air _Tra·vel e rs to I tnpro ·yed Rail Servic e 
• 

• 

Analy s is co11duc t ed. by the Depa rtm e11t of Transportation sI1otvs . that it 
is possible to divert large amounts ·of intracorridor inter .c.ity travel 

. from th e air mod.e to rail service if the latter is provided on a 
.re ,asonably reliabl e > som e,vhat f a ster, and qualitat -iv~J.y m0+e attractive 
basis.. F.ortunate .ly, this prog n ostication, presumed cori-e~t b.Y a 
number of studies and surveys, is no'tv back ·ed up b·y actu .al experience • 

. 

• 

. 
• ,, 

• 
• • 

• 

I 

• 

• 

• 

• 

• 



• 

l 
j 

... 
•· 

•' 

>j 

• 
1 

f 
t 
I 
t 

• . -

I . • 

• 

• 

• 

f 

• 

• 
• 

l 

•• 

• 

• 

• 

• 

• 

., 
•• 

• 
• • 

-

• 

.. 

•. 

.. 

• 

• 
' 

• • 

• 

I 

. 
l 

• • 

l 

• 

. ,,, .. 

·' 

• 

., 

• 

• 
•• • 

•• 

• 

• 

• 

"' . ,,, 

• 

• 

• 
• 

• 

.• 

.• 

• TABLE 2 

• 

• 

• 

-

-

-

• , • 

Air Trave .l in the Nor 'th .east Corridor 
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TABLE 3 

Nill1BER OF PASSENGERS, OUTBOUJ\TD AND I NBOUND, TO LISTED CITIES* 
Ten Percent Sample for Six ~onths Ended June 30, 1968 

( ad ju sted for compl ete year) 
I 

• • I . ---__ .... -
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*Sc hed ul ed · a irl ines only . Numb er s in p a .re nt he s es ar e t he number of ann .ua l 
f li g11t s r equired , assuming 53 passe n.ger s. per flig h·t occu ·pancy ra ·t e . 
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Last year t~e Pen11-Central Railroad, urged by the Federal Government 
and in ant1cipation of the initiation of a major and intensive 
dem.onstration project "t•1hich will shortly be initiated, began its 
Metroliner ser\rice bet1;-1ee11 Washington and New York. Although this 
service has been only moderately "tvell promoted and I•1hile the ntlffiber 
of trains being operated bet ween these two cities has been limited 
(only thre e per clay until October 26), the actual results are 
impressive. Table 4 summarizes the results. In the first 11 mo11ths 
of Metroliner op e ration, as can be seen, tl1e n.un1ber of riders usin g 
New York-l-J a sl1i11gton corridor service rose 496,000 fron1 6.35 million 
to 6.85 million. The results are even more significant for the 
New York-Wasl1i11gtou li11k -- the long-haul segment that ~is in direct 
competition with air. In November 1969, total rid e rship increased 
by 24,000 (53% from NeI·l York to Wasl1ington and 64% from tvashington 
to New York). Load factors on the·Metroliners are very high, 
averaging close to 80~ (actually almost every seat could be sold if 
it were not for the necessity of reserving certain spaces for 
passengers boarding at tl1e intermedi a te stops at Baltimore and 
Philaclelphia). These results are ·far mo1·e favorable than even th e 
most optimistic analysts anticipated and co11firm the belief tl1at 
good, improved rail passen g er ser ·vice can make a go of it in the 

. . 

market1 ) lace, divertin g travelers fro 111 the airlines and contributin g 
to the all eviation of the assorted problems generally associated 
,-,ith tl10 ' 1co11gestion'' label i11 aviation. 

. . 
-

Si.lnilar assessm ents of intercity transportation in a n:umber of 
pri11cipal . corridors I1a,1e been conducted and the -results are shov1n 
in Tabl e s 5 and 6. Be.t,-,een Ne,v York and B.uffalo, for example, it 
is anticipated that in 1975 existing speed, thougI? . qualitatively 
superior .rail service, ,vould carry morE? than 1,715,500 pas$ep.,g.ers. 
If there ,.,ere 110 rail service an .cl these travel .ers were oblig?,ted to . 
make this jou .rney by other mea11s of transportation, a substantial 
number \vould go by air or by highway. It is this diversion of in ·ter
city traffic -£1-0:m air · a .nd other modes that -irnp.oses demands on 
F_edera .lly- -assisted componen .ts of the tra .nsport infrastructure tl1at 
makes the availability of rail service esp .ecially at ·tracti .ve . 

• 

There is one otl1er point th .at deserves mention, the mai11tenance of 
rail acc e ss to the center of m.ajor cities. W11atever · the need for 
such access ma.y be tod a y, ther e is little doubt abou :t suc11 need by 
1975 or 1980 and beyond. T11e .abando11me11t ·and ultimate reest -ablish
me11t of such access routes ,.,ould be enor,nou .sly c·ostly · and in some 
insta11ces, pe rl1,a ps, impossible. (See Appen.dix C for additional 
material 011 this subject.) 
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Effect of Rail Dj_version 011 Non-Rail Go\rern1ne11t Capital _ - -
Inves t1nen t · • 

• 

I 

I 9 

\ 

A s l1ift of i11t.ercity passenger traffic from otl1er modes, notably 
air, to rail could, over a period of years, have a favorable impact 
on government provision of transportation facilities. This point 
should not be interpreted to mean that total Federa l transportation 
investment would be radically reduced . Intercity traffic susceptible 1 

to diversion to improved rail service does not account for a 
preponderance of intercity movement . But, at the same time, it is 
significant in amount and it can, especially with respect to air 
diversion, open up an opportunity to realize overall savings from 
the standpoint of government investment and yet sti l l proyide equally 
effic i ent, if not better, intercity transportation . Gife~ the long 
lead tin1e of capital investme11t in virtually all forms of trans1)orta
tion facilities the effects of these trade - offs wi l l not be immediately 
apparent, bu t taki11g a vie~ ,, of t l1e problem that is commensurate v1itl1 
the gro~-1tl1 and cl1aracter of inte~city transport8:tion the prospective 
gains are sizab l e . 

• 

Consider the significance of the diversion of passenger t raffic to 
rai l fron1 air . As t l1e data elsewhere presented shov1, congestion at 
principa l corridor air terminals, reflecting a large proportion of 
intracorridor trips , 'tY-il l becou1e a problem of gro\ving urgency that _ on l y 
can be satisfied tl 1rougl1 an expansion _ of existing airport a11d airway 
facilities. Whether tl1is is done th .rough nev1 airport construction or . 
throtigl1 expansio11 of capacity a~ exist i ng .. airports makes re l atj~ve l y 
little difference, for in either case t ,he investment costs are l arge. 
If a significant portion of th .is short-haul traff i c. c.a11 be shifted 

. f ·ron1 co11,re11tional air to rail or to STOL., the need for additional 
i 11vestrnent in air transportation facili .ties is curtai .led and made 
l ess u.rge11t, ,?ith consequent savings to the public • 

• 

• 

The e .£.fect of a diversion of interci t y traffic from the h i ghways, 
by co11trast, is not likely to have any significant impact on high~<1ay 
construction . The sheer volum .e of auto tr .affic is so g~eat that 
even if all traffic from all public modes (bus, air, r a.il) were 
shifted onto tl1e higl1\.>1ays, it 't.;rould only marginally increase the a u to
use related demand . for additio11al bigbtvay capacity. Fur ·ther, the 
u se of the high\.z a y·s, even in less densely populated area .s, is ·1argely 
for sl1ort -l1aul trips. It has been esti1nated, fo ·r example, t ha t 
higl)way t1-j_1)s of more than 200 n1iles co11stitute only about • 6% of 
al l intercity journeys within the Northeast Cor ridor . For air the 
p icture is starkly differe11t. One study, pr~pa1·ed by Syste91s 
An~ l ys is & Researcl1 Cor ·porat io n, sho~.;rs that as n1uch .as $650 ,million 
of the total cost of air ·port develo1>me11t in the Northeast Corrido .r 
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TABLE 6 . 
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• Estimated Annual Trips --
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Individual Corridors 
• 

• • 

. . 

I · k ..t:: 1= l New Ye r~ -- BU;i.J..a o 
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·Ra ·i l ,SJer vi ce 
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Ex i s t ing Speed 
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High Spe e·d- Hig h Fare 
Ei gh Speed-Low Fare 

• 

Phil a.del ;oh i e.- ,- P i tt sbur g:h 
I • 

. . NO,NE 
,~, , • ~ isting Speed 

-:r. h t . .l.g Spe e 'd - f-Iigh Fare 
f.T • . ... ig .n Spe ed-Low Fare 

• 

Ch.i caa o -- St. Louis 
NOl~E . 

Exts t in g Speed 
l-Ii.gh Sp e,e ·d· - Hi g'i?- Fare 
Hi gh Sp e ed-Low 

' 
Fare 

'-
• 

Ch icaqo--;- Cl ev ela nd 
• . . N10~~E. 

E~ is t i 11g Sp eed 

• 

• 

• 

• 

I 

(millions) 

Aut o 

• 
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.58 
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• l{ia'"h ,.. '._,, .. ·speed - Hig h Fare 2.24 .20 • 64 · 
. 

1.:Iig1 1 s ~ ... oeec -Low ... 'Fare 2.10 .18 • 90 
• 

• • 

• 

·- .,. - ·- ..... -- - ·--- -
· 1/ S,ee foot note l on Table 4. 
I . ._., .. 

• 
• 

..---~-*·· .. oe mand_,model -·estimates ·· lower than ~ ·existing ··~r~dersh ·ip - . 
' . . ... ·- ~·· . . .. . ,, _ I ~ , ' • • • .-
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. .. A,--• . Total 
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1.67 10.12 • 

1.63 10.20 
1 ·. 51 10.40 

.43 5.03 

.36 5.02 • 

.35 5.04 
t .34 5.09 • 

' 
., 

.56 2.60 

.51 2.70 

.47 2.76 

.43 2.82 

.64 3.40 
• 

.57 3.61 

.55 3.64 

.51 3.70 
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by a diversion to rail of most short
op erations bet\-1een the region's major 

I 

' • • 
I 
' 

. ' 
could b~ avoid ~d or delayed 
haul corridor air transport 

• , I airports. . .,-·' ·. - .,,,,.. 
. .. J • ---~ i 

• I ·• • / . 
" . Or take the question of the desirability of a fourth airport . at 

. 
I . 
i 
' • 

I 
New York a11d §. · second Ill3jor terminal at Chicago. Traffic gro\vth 
sugg~sts · tJJ.at these facilities \•Till have to be provided in the 

• ~ ~- ·<--ge ar f~ure, absent diversion of traffic to other modes. But 
~ --~--- ._r examination of the costs ~nd political difficulties of . doing_ so 
~~~ . indicates that it may literally be impossible to build these 
I .. • - ·facilities ·. The Alexander Commit .tee Repor ·t recognized this cir-
I cumstance ~nd suggested increasin g capacity at existing airports. 
I ~is can be done to a point, but is also problematic. Only 
' ; relatively small additions in cap ac ity can be added in this manner, 
I 
i and at the two cities cited above, there are special problems. 

j 
. I • ./ 

' .I t • .~J · 

If tlre tocus of our thoughts on future con gest ion in other modes . 
I 
I 
I 

' I 
• 

' t • • 

.I 
' 

. - . 
' ' • • 

. 
' • 

• 1 

1 

. 

., . 
. - . - ' 

• 

• 

• 

• 

• • 

is shifted from relieving congestion (frustrating demand) -- which 
is probably not possible becat1s e demand v1ill al,..-,ays pr .ess other · · 

. -traffic into the peak period -- to pro ~ ision of altern ~ tives, the 
·· ·· ·- ~: ra .il n1ode is very attractive. To measure precisely th~ full relative 

potential be ·nefits of providing improved corridor rail ser -vice under 
• circumsta11 .ces of congestion in airways and hightvays is impossible 

at this time. What ,.,e µ1ust deal with - are ·· probabilities, not cer-

• 

' - . · · tai11ties or refined ma~hematical calculations. And the probabilitj .es 
are .tl1at im1)roved ra~l s-ervice -can -ma.ke. a major contribution to . . . . 

· intercity moveme ·nt that has an excellent chance of being a .dvantageous 
to the traveling pub lie, the Federa 1 Government, and the conc ·erned 
indt1stries. To conduct a meaningful national test of selective rail 
pa .ssenger service> hot ,1ever., ,vill require · government initiativ .e artd a 

. carefully-defined Fede _ral stimulus. It is an effort worth making in 
vie,v of the lilcely payoff . 
• 

Pertinent .FactQ_rs in Def .ining a Federc!_l Progr am for Rail 
Passe -tiger Ser ·vice . - • 

In ackn bt-1ledgi.I1g · the prospe .ctive co11tribution that rail passenger · - -
service could make to intercity movement in the nation's urbariized 
and urbaniz .ing corridoJ~s it should be clearly understood that present 
underst a ndin g of the su .btle and hi gh ly comp ·l ex \vorld of transportation 
is not such as to .make it prude11t for the Federal Governm e nt to 
conllllit its -elf to a perm a nent investment or support role for inter
city ra ·il service. Although there is good reason to thi .nk that the 
projections of traffic gro ,-1th and it .s distribu~ion among the various 
modes, if anything, understates significantly the contribut~on t:bat 
rail .service cotJld mal<e , one can see that over a. period of ye _ar ·s the 
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rai ·l mode, in the face of rapid technological change a11d the dynamics 
of consumer preference, might, although offered on an improved basis, - . 
noc prove to be sufficiently attractive to travelers to v1arrant · 
continu -ed encouragement of this form of tra nsportatio .n. Nonetheless, 
wl1ile conceding this possibilit) 1 , it 1.<1ould be equally unre al istic 
not to admit the prospective benefits or the practicalities of malting 
a limited Federal fina11.cial comn1itment to testi ng , in a coniprehensive 
f.ashi.9J-1-, -rai l passenger transportation on an improved character, 
aJ).-eviati11g and n1eeting in an eco11omically sensible manner the . 

- requir ements of intercity passenger transportation. Technologi ia lly 
rail transportation can be adapted, without expensive or elaborate 
research programs, to providing the kind and quality of service --

• 

in terms of speed, comfort, convenience, and reliability -- that - -·- __.. 
travelers have come to expect. Economically, the operational cl1aracter
istics of rail transportation mean th at high density corridor-type 
intercity service can be provided to tl1·e trav eling public at costs 
that are lo,ver than air transportation. This is especially so when 
it is kept in mind that for other public forms of transportation ther e 
are large amounts of u11recovered capital investm en t i.-vhich are made 
by the Federal Government and which are not reflected in operating 
co ·sts of .the carriers. The encou .rag emen t of rail passenger service, 
therefore, is not a case in which the government would be promotj _ng 
an inefficj _ent or high-cost form of service • . As well, the railroads 
in1pose on tl1e governn1ent no obligation for m.:1king investment in the 

·acquisitio 11 and/or cons'truction of right-of-way. There is a sunk 
i11.vestn1ent, as the econon1ists p.ut it, which can be taken ad .vantage 
of withottt additional costs and yet without making it impossible to 
provicle good qua .lity intercity rail passenger service. (For further 
developm ent , see Appendix C.) Takin g all of thE?~e fa .ctor$ _in :to 

.accot int st1.'011gly urges, from the standpoint of a national transpor
tation policy that is tuned to the gro\vth of inte .rcity transportation 
-a ·nd the available alt -ernatives, that the Federal -Government could 
wisely su .pport a pro gram to test - a carefully- structured program 
of improv ed intercit .y rail passenger _ service in the United States. 

Suc.11 an under ·takj _ng, ho tveve r, makes sense only if a number of criteria 
can be satisfied. First, it i .s critical that the test progra ·m 
specific a lly includ e assurances that the service that will be provided 
will j_ndeed be of a substantially higher ·c1uali ·ty tha11 is now or has 
recently been provided . by the nation's railroads. To perpetuate the 
present, both in tern1s of qt1ality service and in managerial initiq.tive, 
would be a grave n1istake. Second, it is vital that a new organizational 
force, wl1atever type, be introduced. The railroads, for ~;,hat ever 
c .ornbination of reasons, have indicated, in many concrete ~ays, that 
they do not wish to reta _in or impro .ve rail passenger serviGe. Only 
by establishing some institutional n1ecb.anism that ,.,ould permit the 
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ia ~~-~ltifl n. of manage .rs primarily comn1itted to pas~~e,q-~ .se~<'fioo 
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' gdl ~ 

~·· tbi ,t!it:f& ti:h."ei iit ~~J111'<i o·e co :tre £hi~~l~ll- ~•~!id ~ ~ ~~ 
~~ ~g~ ttl(jt; r.1fj~th~ the :t ;e,s.:t ~~ i£tni~~w:gj ~fill ~~~~ ~~ I~_ 
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III. THE POLITI CAI., ·srTUATION 

• 
I 
• 

The question of railroad passenger service has received exte11s~ve 
Cong res .sional attention for some years, but until 1969 it had been 
extrem e ly diffuse. There ,;.;as general ag ·reement as to the syn1pton1s 

1 
but no shared .,,-Understandi11g of t _he proble n1, the objectives to be 

i fulfilled ,\~r th e character of Federal actiono These shortcomin g s, 
: ~ --,.,.,..--.1:}otvever ;_;,-•' l1ave not prevent eel a gro;;vin g sense of fr ust ration . and a 

I 
• 

J-----~---· -· · widesprea cl belief in both . Houses of the Congr ess that so n1e a:tion 
:~~ " _ should be taken by the govern.rnent to reduc e or halt the gro,v1.ng 

' . number of train discontinu ances in th e United States. For some 
• I i m.embers tl1J. s took a very simple fo1-m: impos e a n1oratorit1m, stopping 
I the wave of ·train discontinua11ces, and study th e probl em to see ,;,rha·t 
I might or should be done about it. Others took a distinctive vie,;-1 

• I 
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• • • • . 

I 
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·· of the probl em and, acknotvl e dgin g that the railr oa ds are sustaining 
substantial lo s ses from their passen ge r operations, urg ed th a t ~fie . 
governm e nt provid e financial support for passenger service. In a 

• 

few instances, relatively rare to be sure, proposals were advance d 
calling for government participatio11 in n ew und erta l<in gs that might 
lead 11o·t merely to the · perp e t11ation of ~old, o·utmoded fqrms of rail _ 
pass enger service but, ins ·t ea d, to the i .nau guration of vastly improv ecl , 
higl1 er spe .e d op era tions. Ont .angling all . of these div e rse threads of · 
Cong ressional r esponse ,;-1ould be a burdenso me a·nd time-consuming cl1ore, 
but it is on e that ne e d _ not be indu .lged in in any exhaustive ma11ner 
in viei-1 : of t .h e imminen ge of Congre .ss ·ional action. The matrix in 
App e11clix D exl1ibits the exte 11t and range of leg is la t ion that has b ee 11 

' put be for e th e Co11gress in an effort to deal with the probl em. 
l 
I 
I 

A11alysis of Pendi11g Rai .l Pass -enge1· L~islation 
.. 

Dozens of bills ·have been introduced in the 91st Congress that concern 
themselves ,;vith the rail pas ·senger problem. In appro a ch and · scope 

: - · _-they vary widely a ·s tl1e mat ··erial in Appendix. D amply demonst r ates. 
Sorting _ th e·n1 out. and tr ·ying to identify their com.-non points, one 
.f .inds th1 ·e ·e principal features that th ·ey reflec t . · The first is a 
cl ea r e~fort t .o s lo, v or halt, for some sig .ni f ica nt period of tim e , 

I 

the current trend to trai11 di .scontinuances. The imposition of such 

• • 

a mora toriu tn is, indeed,. a striking charact er istic and su gge sts the 
strength of th e sense . of fn,stration th a t many l egi slators fee l, and 
it also explains ,.zl1y the railroad s are gene r ally so anxious to secur e 
support for more positiv e l .eg islation that offers actu a l pron1ise of 
alleviating th ei r financial strain. A s .e.cond feature is found in 

• 

I 

• 

• 

. . 

' , .. , 

the willingnes .s of tl1e Commerce · Con1:nittees to provide substa11ti~l 
subs~dy for r .ail passen ge r service. The bill that ,-1ill emerge fron1 
the Senate Comn1erc e Commit . t ·ee ca 11 s for the Fede .ra 1 Gov-e r11IDent to . 
provide assistance equal to 80 % of rail pa sse11ger operating · loss e s • 
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A third characteristic, usually though not always accompanied by a 
subsj_dy provision, v1ould amend existing legislati.on to empo\ver the 
_ICC to order railroads to improve passenger service . Accompanyi11g 

' these three basic approaches is a call for additional study of the 
entire problem . Typically this is coupled \vith the imposition of a 
moratoriun1, although the j_nvest~gative requirement is also a featur~ 
in some of tl1e subsidy bills . - - --· ·- · .... -

--

Beyond ~he se ·:approaches, several bills propose procedural or juris 
·dict _iorfal modifications in s t1ch areas as revising the 13a procedural · 

• • t 1n1etable ·, retaining last trains, authorizi11g judicia l revietv of ICC 
decis i ons, pern1itti11g ICC attacl1me11t of conditions (i . e. , required 
facility rete11t ion or minimum passenger service standards) to its 
orders , and instituting Federal assistance for continued trains . 
Regional participation in l1and l ing the problem is encouraged in 
var i ous bi l ls \vhich "t'70uld approve substantial Federal assistance for 
l ocal p l an11ing and/or operation of a rail transportation system , wi th 
grants paralleling those provided for in the Urba11 Mass Transit programe 

. 
Despite all of the attention that has been given the rail passenger 
service issue i11 recent Congresses, there "t•1as insu ·ff ic ient agreement 
as to the character of the problem or the cha~acter of Federal action 
until the "91st Congress . Reflecting a growing attitude of frustration 
a11d annoya11ce that the Executive Branch of the govern.rne11t and t .he ICC 
cou l d come £01, vard \vith no recommendations to dea l 'tvi th t he matter, the ., 
House and, it1 particular, the Senate Com:r11erce Committee, made clear 
ear:ly in tl1e first sessio11 of this Congress that there wets an u r gent 
need for gover11ment response . In hearings conduc t ed during the l ate 
surn:ner and autumn of 1969 the key subcommittees served ample notice 
t hat they 1vot1ld take up l egis l ation to dea l 1-1ith rai l passenger service, 
un l ess the Ad:ni11istration submi ,tted recommendations of it.s own • 
Early in October t he Federal Railroad Administrator app ·eare.d before 
both of t l1e House and Sena ·te Subc0mm.ittees to testify concern:ing 
this entire subje ·ct . lvhi1 ·e be ,.ras not then in a position to advance 
deta il ed l egi.slative proposals, he _agreed, follot•ting approp :riate ' 
clearance ,vithin the Executive Branch, that the A.cl.ministration :v1ould 
r eturn to the Congress -c;\rith a recommendation by the end of ca l endar 

year 1969 . 
. 

For t-1l1atever rea s on, the Senate Co:nn1erce Corr1mittee e l ected not to 
wait unt i l January 1 and, during the l atter part of November and 
e,ar l y December, t ook up i o sev e ral ses .s i ons a bi .11, sponsored by 
Senator Ilartke an .d sttpportecl by Chairma11 l-fugnuson and severat otl1er 
Comm_ittee men1b ers, that \vOLtld provide, over the next L~ years; 
$43:5 ·mi l .lion i11 Fed er al subsidy to sus t ain rail passen :ger service . 
In 'tts key prov:is ions t l1is bi ·'ll would r e quire the! SeeTeta ,i-y ef 
Tr ansportation to designate a: nationa l rail p.asse -nger sys 'tem and 
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' compensate the railroads providing passen ger service over this 
network with amounts equal to 80% of the avoidabl~ losses they 
\-Tould sustain . · Desp ite Depa rt men t of Transportation advice ur g ing 
·delay in the considerat ion of such l eg isl a tion, based ex plicitly 
on its substantive deficiencies, the Committee, in ex ec utive 
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session, approved the bill and ordered it reported to the floor . __ 
Onl y the absence of a quorum has _ t emporarily nullified the effecf{ v e
ness of this action . It is fu l ly expected, by all of tl1ose ,;.;rho have 
been in conta .ct with the Senate CoTu-uerce Co;:nmitt ee , th a t, ,;vhe11 
-Cong~es s ·· reco .qvene s on January 19, the Co11lffiit tee Chairman, Se1-ia tor 
Magnuson, -c,1il1 pron1p~ly call an execu ·tive session, gain a quoru 1n, 
and secure approval of the su bsidy bill. Early, favor a ble Senate 

:f~l~o;o~r~~c~o~n~s~i~d~e~r:.·a;;;t~i~o~11~1~· s~:e~x~p~e~c~t~e~d~~t~o~f~o~l~l~o~'\~. ':':~~n~ \~v~l1:·~~~n:-:t~~~~e 
e o:nm.itte .e on nters ·a te and For e i 0 n Co:on1erce ha s also advised 

t epa rtn1en t at ra1. passenger service, focusin 
n,easure compatab!e tor a wi emer ge from th e Senate, will 
be ta<eR up ear 'y in e s econ se ion. There ar e some in ications 

• 

es on t e subs· cl bil the I-lous·e C.o:nmittee · e 
wi _ r.ocee expe i tious 
expedite fina ongress1. 

y -o a opt.. a similar measu .re in order -to 

• 

· , From this revieiv of the situation several key facts can be disti l led: 
• 

Congr ess is not merely prepared to act decisi~ely on the rail 
passenger service prob l em, it is actj _ng . And - the action it is 
taking is not well calculated to achieve the policy objectives or 
to conforn1 with the criteri a spelled out in .the earlier discuss ion. 
It is an expensive subsidy approach t .hat offers to provide no 
nleaningful test of improved rail service, that indeed offers no real 
·prob abi1ity that t l1.ere will be any significant improvement: in the 
qu a l ity of service, t hat introduces n~ new managerial initiative, 
t hat ~vill continue to cost the ·railroads substantial sums of money, 

. and that promises to _ensnarl the Federal Gov.er .nment in a subsidy 
program that is certain to have a lqug life and a l arge price tag. 

• 

• 

· But these criticisms , forcefully made .as t .hey have been, are unli .ke .ly 
t o divert C·ongress from taki.ng definitive act Lon in support of the - --- .... -- · 
subsidy p•rogram . · ~p.e ,ehances are ve~ g.re ~t ·theref0~~ _that • · 
the spri11 _ of 197Ci' C.ongre -ss wi...l ~ ave gdO -t - - : · t:.i."""au>Jitdred million 

- 'I""-._, ,.., --.- -

a . la · . 1-am tha. .t p.ei"JI>eh1-a,t;es ra il E.cass-eni~ r s erv ic e , but -
- . = 

d oes not test its p·ot:en. 1. u~tign to intercity tr a n s p0 t tation, 
. ~ 

a _ ng to - e p1.1 lie~ not ette ·r se _r-vice, · but on y n 

ad -dition a l demand on the Treaso.:ry • 

Given this ou t look the Administration ' s options reduce essentially 
to four . Fir -st, it ca .n exert sucl1 influ ence . as it may have t o 
bl ock passage of the pending sub ·sidy legislation.. Chance .s fo ·r • 
su ccess ar-e slin 1., given the mood of Coug .ress and the intense d.esire 
of the Committees to adopt a b ·ill early in the session. Se:cond, it 
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ca11 remain silent and acquiesce in a D2mocratically-sponsored 
measure, si g11ing the bill into la'C-1. The immediate costs tvill 
total $435 million in this and the succeeding three fiscal years. 
Such a response appears nearly out of the question, particularly 
in vie \•l of the cu1·rent fiscal situation. Third, passage of the 
bill could be greeted ,,1ith a veto. Superficially this Illa) 7 hav e 
some appeal, partly bec ause it could be used as an opportunity 
to den1onstrate the majority party's fiscal irresponsibilities. On 
cl-0ser inspection, . ho'C•1ever, this alternative tal<es on serious 
political liabiliti es . For one thing, with this bein g an election 
year and with train discontinuances being the subject of considerable 
political sensitivity in all parts of the country, the Wl1ite Hou.se 
is likely to los e far more than it would gain from a veto of a 
mea su re that is, on its face, calculated to deal with a problem 
that i s of concern and interest to many Americans. Further, if the 
Admini str - ·on has not come fo r a r t "on it wn 
• 
it is hi gl1l prob a ble that a sub st an tial majority of Re ·ublicarts 
in the £e11ate an .cl ,t e - I-louse ,v1. 1 vote or t e " a ·nus on s1:1bsid , bi ll. 

- . 

A ve -o , ,p1.1 · -·o·,J:,cvai"<d _primari 011 ro t1nds o a l conside1rat±ons, 
w1 ave to be n~~rl - as €ri tical of Republicans in the co· ress as 
Democr a ts. Tliis not only ma es a veto politically qu e stion:a ,ble in 
t' e rn1s. ·of its benefits, but it reduces the chances that, whe11 the 
cl1ips are do,:v-11) a vet o ca11 be u11.equi vocally recomme11ded, if it can 
be s e ri0us .ly a d\.-anced at all. This le ·aves open the fourth avenue: 
fol"' the Admi11istration to advance a proposal of its O'Cvn, one tl1at 
is cor1s is tent tvith tl1e criteria noted earlier and th .at is better 

• 
ca lcu l ated to test the role of imp·roved t'ail passenger service under 

• 

conditions such as to minimize the Federal fiscal commitment and t .o 
maximi ze the benefit .s for the . traveling public. 

• 

As noted earlier, on grounds of sheer eco 11omic merit and from tl1e 
standpoi11t of ove rall transportation policy, a carefully formulated 
test t\lould be a s.ound and prudent undertaking, putting political 
considerations aside. But 'tvith the latter also tak en into a.ccount 
the case for an Administration policy reco mmendation takes on all 

i . 

the greate r appeal. In the succeeding sect .ion a number o·f al .ternati ·ve 
policy approaches are examined and in the conclusion the Departm e nt's 
recom mendation is reviewed . 

, 

• 
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IV. ASSESSt-fENT OF ALTERNATIVE POLICY APPROACrlES 

In the consideration of the rail passenger service problem a number 
of approaches have been suggested and scrutinized. Th.ey differ 
significantly in character, in the financial role of the Federal 
Government, in their impact on the railroads, and in their effect 
on the provision of improved intercity passen ge r transportation. 
There are also important differences in their political accept
ability. A comparison of the principal alter11atives is presented 
in this sect j_o11. 

A. Status ~Q. . 
• . 

Theoretically the present discernible trends in rail pass .enger 
service c;ould be simply observed, 'tvith no change in government 
policy. T11is ,vould mean . a continuation of rapid train discontinuances, 
but ,-1itl1 tl1e lilcelil1ood that as the 11umber of trains is reduced 
furt ·her tl1e ra .ilroads ,vill experience delays in tl1eir abandorunent 
proceedings. Slotvly tl1e number of trains could be whittled do,ro, 
but i11 the process the railroads ivould continue to experience large 
fina11cial deficits. The traveling public ,-1ould., of course, decreas
i11gly be served, the railroads would continue to sustain a large 
passe11ger deficit ., and the Federal Government, as the principal 
i11.vestor in tra11sportation facilities, ,.,ould realize no part of the 
prospective gain that can be achieved through a diversion of inter-~ 
city traffic to the railroads. This would be an approach, therefore, 
tl1at {vould seem to offer .losses for everyone and gains - to no one, 
aside from analysts \\1ho take delight ·in the clinical dissection of 
cadavers. And from a political standpoint it is an .approa .ch th ,at 
is do ·o:ned. The sense of Congress is to act to preserve rail pas
senger · service, 'tvhether through the imposition of .a moratorium or 
tl1e provisio11 of large amoun ·ts of subsidy. For the Administration 
to attem .pt to remain on the sidelines and to acquiesce in the 
status quo, let alon :e expressly to articulat .e this as a matter of 
policy, wot1ld be an e.xercise in m3sochism. 

B. A.ccelerate Rail Passenger Di ·scontinuances 

It has been suggested in some quarters, perhaps seriously, that 
t ·t1e Adn1i11istration might propos~ legislation th .at t•1ould simplify the 
disco11ti11uance ~f such rail passenger service as remains in the 
country. This, ag .ain, is an intriguing theory, but it hardly rises 
above tl1.at. ~1os t of the comments made in the revieiv of the status quo 
approacl1 in subsection A above are pertinent here and nee~not be 
repe .ated. If one sl1ares the conclusio11 tl1at rail passenger se ·rvice, 

.. - ' - • •· . 

• 
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if off ere d on a n i mproved and more carefu ll y tail ored ba s i s, can 
prosp ec tively play a valuable role in intercity transportation, 
the propo sa l for simplifyin g train discontinuances on a t~1ol esa l e 
basis can be deemed irr e l evant . At the same ti me, 11oweve r, it 
shoul d be r ecognized that there is essential merit in moving at 
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a near future date to a situation in t•1l1ich intercity rail .se r vice 
can be tested by traditional . market tests . I ndeed, the r ecommenda 
tion of the Department of Transportation r eco gnizes this virtue . 
In the sh ort-run it provides for the curtailment of . a significant 
amount of rail service th at is being provided in markets where 
tl1ere appea r s to be no prospect, eve n t,1it l1 s tro ng encourageme11t, 
of per1nan ent ly unsubs id iz ed operatio11s . Over th e l onger run th e 
Department pr op osa l cont empl ates that the passenger service 
corporation tvill have to meet th e test of the marlcet . l,That is 
needed in the int eri m is a tr ansi tion a l pr ogram that will crea t e the 
circum s tanc es for a meaningful t e st of intercity rail passenger 
servi ce in mar ke ts where the re is a dis cern ible prospect for 
profitabl e or br eakev en operations • 

. 
C. Reasonably Co~parab l e Substitution of Service 

It has a lso be en suggested that railroads might be permitt ed 
to discontinu e pas se nger op erations more ea sily tl1an they can at 
pres ent, if they are able to demons trate that oth er public trans
port at ion tvas available on reasonabl)' comparable terms. This notion,, 
a11d it has bee 11 advanced only in an extreme l y surrtITiary fashion, is 
r ather i11tri gui11g , although no on e seems to be quite certain exact ly 
,.,ha·t it mea ns . Most communities hav e available more than one form 
of t1·anspo1· t a ti on . 1'·1ost cities and to ,,1ns, includin g those served 
by railroads, also have some form of bus servi ce. There may a lso 

. be a local airport, perhaps a taxi company, a car r ental station, 
perh aps an avai l able auto for personal use, and always the thumb. 
If thes e a ltern ative means of transportation tvere viev1ed as 
''co mparable,'' rail passen ge r servi .ce could be discontinu ed every 
whe r e . If, ins ·tead, th ere is to be a more sophisticated qualitative 
as sessme nt of alternatives, the standards fo r carryin g out this 
revi etv are difficult t o co11cep tualize, l e t alone r ed uc e to operationally 
n1eanin gful cr it eria . The proposal, therefore, suffers largely fro:n 
i mpracticalities and th eoretica l deficienci es . More importantly, it 
fails to meas ur e up to the need described earlier -- name ly, for a 
wel 1 plan11ed t es t of inte 1·ci t) 1 passen ge r service · in markets t•1here 
such service may play a construct i ve rol e in tran spo rtation. From 
a political s t a11dpoint this approach, t-1hich i s a shotgun varia11t of 
tl1e pr oposa 1 descr ·ib ed und er s ubsection B above, suffe rs from tl1e 
same grave def ec ts. The Congress wants to preserv e rail . passenger 
service and is pr epared to vo te lar ge amount s of subsidy in i ts 

• 

support. This approacl1, t o the contra ry, is a not very \-1e ll concealed 
attempt to haste n th e dea tl1 of th e rail passen ge r sy s t em. It \\Tould 
be quickly spotli ght ed and politically deflated. 

, 

• • 

. . .. - . . . . ·. . . 
. 
·• 

• 



• 
' 

J 
t 
J 
1 

I 
' ' 
j 

{ 

I 

• 

• 

• 

19 

D. Rail Passenger Service Moratorium 

A number of bills that l1ave been introduced in Congress to d.ea 1 
with the rail passenger problem contain a moratorium f eature. Some 
would require that all existing passenger service be retained for a 
stated period of time, ranging from 90 days up to as 1011g as 3 yea rs; 
others would require the retention of the last trains being operated 
a long particular routes or in particular geograpl1ic areas. These 
bills reflect the widespread Congressional attitude that something 
must be done, quicl<ly, if there is to be an) 7 rail passenger service 
retained at all. Some of these bills, of course, are joined with 
some form of subsidy. l,Jbile these approaches have a greater cl1ance 
of finding a sympathetic audience among Federal legislators tl1an any 
of tl1e tl1ree approaches noted above, they are, from tl1e standpoint 
of national transportation policy, not ,-1ell calculated to meet our 
future travel requirements in an economically prudent manner. They 
are blunderbuss approaches, by and large, and offer no .significant 
prospect of bringing to the country the kind of improved rail opera
tio11s th .at can yield a good test of rail passenger service as a part 
of tl1e intercity transportation system. From a practical standpoint, 
the), would n1aintain a large amount o .f rail service; but, as noted 
earlier, tl1is should not be the purpose of a Federal transportation 
program. To tl1e contrary, \vhat is required is a policy that tvill 
assess., i1i. a refined way, the tr .ansportation implications of improved 
1·ail passenger service. The subsidy approach offers no more appeal , 
from the sta11dpoint . of national _ transportation policy than a do-notl1 .ing 

approach. · 
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V. RAILPAX -- A POSITI 'lE FEDER.t\L PROGR..A1•1 FOR r-:1\TIONAL RAil, PASSENGER 

SERVICE 

rhe Program: Its Tra11sportatio ·n Policy and Political Appeal 

After reviewing th e situation, in all its several facets, the 
Department of Transp ortation has devised a program to provide 
an improved system of rail passenger ser v ic e . It is a novel 
but practical proposal carefully calculated to satisfy the 
objective criteria set forth in part II of this paper and to 
meet the realiti es of the poJ .itical situatio11. In bJ:-j_ef, tl1e 
Departn1e11t' s reco rnme11dation calls for the creatio11 of a COJ:vlSAT
lil<e cor1)oratio11 named RAILPAX that tvould tal<e over tl1e 
responsibility for the conduct of selective rail passeng e r 
operations i11 the U11ited Stat e s. RAILPAX ,vould be ex1)ected to 
provide virtually all the rail passen ger service that would remain 
in the country. It ,-1ou ld off er modern, improved rail service on 
a . tailored sys te1n of n1aj or routes that ,;.;ould test in a mea.ningful 
way the role that tl1is mode can play in meetit1 g grov1ing intercity 
passen ge r travel requir eme11ts, with the ultimate jud gment of 
success to be made by actual m.arlcet receptivity. 

20 

The RAILPAX p1·oposal calls for only very modest one-time Federal 
assistance, ,vith the bullc of its capital needs met by voluntary 
contributions from the railro ad s who, as a quid pro quo, will be . , 
freed fron1 tl1eir existing passe11.ger deficit. Politically the 
RAILPAX approach has substantial ap1)eal, meeting the Congressio ·nal 
call for action and supplyin g Republicans on the Hill a11d the 
Administration 'tvith a distinctive pro g ram that is both publicly 
attractive and fiscally prudent. --

As indicated, the inu"llediate goal of the program is to provide an 
operatio11al test of the potential of rail passenger service under 
rev -ised and unified manageri ,al conditi .ons. The objectiv :e is not 
pre ·servation of existing service, but; a test or p.ossible rejuvena
tion of rail pass .enger service, ~lv .in :g a _subsfantia..l shift _of 
eru..e_has is fro m P! eS ent lo gg-hau .l t ype: O@~g.t..ions-to im,E.!.Q.Ved 
cor ·ridor-type service, service that ,;-1ould b_e_...._fa .ster, .more ... f.requent, 
~ - -------------.._ ~ . -~· --

€lOd--lll_~e . ~q!}lfortable. 

There are t, vo essential elements of this test. First is the 
laboratory nat ure of the proposal. The service ivill be t e sted 
and tl1e results compa r e d against a11 objective standard. If the 
servi ce sho ws pro mise it can be perp e tuat _ed or extended as de mand 
indicates. If tl1e experiment fails, all parties can . extricate 

their fin ,ancial interests .• 
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Some fear that be ca use the government ha s once advanced some 
''sub si dy'' to th e test, there ;;,1ill al, vays be pressure t o continue 
assi s tanc e . In fact, th e Department's program ha s bee n specifically 
desi gned to avoid that circu mstance. After th e initial test period, 
the free market prevails and tl1e operation is self-sustai11i11g. 
Moreo\r e r, the governnient 's assistance, under our propo sa l, is of a 
capital and org a nization a l nature; operatin g subsidies are not 
prop ose d, botl1 on the ground that they tend to achieve a life of 
their own and als o because they distort user choices, and hen c e 
overa .lJ . optimality of the transport nett -:rork . One-tin1e financial 
assistance does not cre ate distortion s of thi s kind . 

The second essential element of th e proposed test of r a il service 
to be emphasized is tl1e obje c tive fu11ction. l'7hat is it tha,t tve 
are testing? In tl1e first analysis, tl1e anS1ver is \vhe th er or 11ot 
restructured and improved passe nge r service can be profitabl e . 
If th e new service is bre akeve n or nearly so, there is a presumption 
of our national policy th a t the service performs a useful role in 
intercity transportation. If Federal dollars are limited to the 
valu e of positive spillov er s , no oth er demonstration is logically 
nec essa 1·y. 

:t-1oreover, the experience of the n.ext 3 years will also give us the 
inf orma tion nece ssary to _make a determination of th e potential of 
p1·operl), n1a11aged rail s e1·\1 i ce for future movement of peopl _e u11der 
conditi ons of congestion in other modes. We hav e provided s ome 
inf orma tion on this question in this r eport, but because there bas 
been 110 ad equa te experience 1vitl1 modern rail syst ems .in this country, 
the latent demand for quality rail service is probably understated 
in our estimates. This factor quickly appears i11 our demand modelin g 
,;-rorl<, tvhich n1ust necessa1·ily be calibrated on existing service data . 
As an example of the understatement of rail demand that can result, 
ref ere 11ce can be made to the preliminar:5r Metroliner data cited 
earlier. Present models would have predicted only slight increases 
i11 ti·af fie in the first mo·nth .s of thi .s · service. Yet despite 
lin ge rin g equipm ent problems, virtual absence of advertising, all 
manner of ticketing and reservations problems, and only marginally 
increa se d spe eds on the all-importat1t link loadings, rail traffic 
in t11e Ne,v Yorl( -l•lasb in gton corridor has increased rem.ar .kably in the 
first n1onths of ~~tro lin e r service . 

' . 11-le Depa rt n1ent s propo .sed program offers a test of lon g -l1aul service 
as i•1ell as corridor service . The re are certain lon g -haul marl~ets 
\vhicl1 ap1)ea1 - to be pro fj_tab le and, this be in ,g the case, sl1oul.d be 
retai11 ed . \,7e do not l ook to J.ong -11aul se .rvice for external be11efit s 
such as con ge stion reli ef , and hence ,1e propose no si gnificant 
Federal financial assista11ce for lon g -J1aul service .. The corporation 

• 
• • 
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w·.:>uld keep the fi11ancial management of the t'tvo operatio11s separate 
so th ere ,vould be a sound test of long-~aul service under strong 
manageme11t. This in essence is the relevance of the Canadian 
experic11cc; both long-haul and corridor operations were tested and 
the lor1g-l1at1l service (\·lith, incidentally, mue:11. less potential than 
the more po1)ulous long-haul markets here in tl1e States) ,vas fou11d 
v1anting. Tl1e Canadian National Railroad has publicly stated that 
corridor operations are at or near breakeven and will be continued, 
while the long-l1aul and branch line service produces the deficits 
still encountered . CN, by virtue of its test, is no,v ,.;ell placed 
to argue to its gover11ment that a test ,.,as made and lon .g-hau l service 
should now be abandoned. 

1"11e RAILPAX Pro1)osal 
• 

Under the Railpax proposal, Congress would charter a quasi-private 
corporation (tentatively named P~ILPAX) to provide rail passenger 
service in selected high density, short-haul corridors throughout 
tl1e . 11ation, and on a very limited nurnber of well patronized lon g -

• 

haul routes, as defined by the Sec re tar), of Transportation. The 
corporation, authol:-ized to contract 'tvith railroad companies for 
operation of the trains on terms profitable to the carriers, will 
provide a central management organization charged with efficient 
provision of tl1os e· passenger services most desired by the tra ve lin g 
public. 

Fares a11d route -s to be served 'tvill not be subject to ICC jurisdiction, 
but the initial net,vorl{ of se .rvices to be provided w·ill be established 
according to the procedures of the Committee bill as outlined above. 
This net,vork is to b-e the mini1nwn service offered until January 1, 
1974, unless alte1·ed b) 7 the Secretary and approved by the Co11g.ress. 
Thereaf te .r, the corporation may make its oivn dee is ions on routes, 
based in part on ·the potential profitability eriterion. The corpora
tion ~vould be required to make pu,blic its findings on the economics 
of serv ·ice outside t .he National System nettvork pr~posed to be dis
continu ed prior to January 1, 1974, and for any of its service 
proposed to be discontinued after that date. Th.e corporation must 
mak .e and report to t .he Secretary of Tra ·nsportation a finding that 
discontinu a11ce is consistent ~.;rith tl1e corporation's charter and it 
must submit to the Congre .ss an a11nual report of its operations. 

Should the corporation fi .nd a g i ve11 service unprofitable and ,-1ish 
to discontinue it, St ates or municipa~ities may contract with the 
corporation for full or partial support of the service. The 
corpora ·tion must a g ree to provide any service, including equipn1e11t 
and otl1er cap .ital and mana geria 1 support, for whicl1 pu 'bl ic bodies 
are willing to fund such associated operating loss as may ·bcctir. 
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Safety of service standards will continue to be regulated and 
monitored by the goverrune11t. The ICC shall retain jurisdiction 
of the fair11 ess of tl1e contract payments. The corporation i ·s 
to be design a ted a carrier and th e ICC given authority to compel 
trackige rights for the corporation's passenger service, a 
prov is ion to be invol <ed o.nly in the instance of breakdO'\vL1 in . 
contr act negotiations between corporation and carrier. 
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The corporation will have a board of directors made up of stock
holder representatives and Presidential appointees. Stock 
men1bersl1ip lvi ll be made up initially of railroads -i;.;hich l1ave 
received stock in return for assets turned over to the corporation. 
!11 ad.dit ion, prov is ion -i;.1il 1 be macle for the future public sale of 
stock. It is expected that existing arrangements with labor unions 

~,ould remai11 in effect. , 
The Department's intention is that nearly all int erc ity railroad 
passenger service in the country would be provided by th e corporation, 
and that existing carriers -i;.;ould no lon ger remain in this business. 
Since the railroads are being relieved of a significant financial 
burden, it is our proposal that a quid pro quo arrangement to aid 
in the initial capitalization and financing of the corporation be 
established. The Department is proposing that, on a voluntary 
basis, any railroad desiring to withdraw from pasienger service 
t\Till rnake a contributio11 to tl1e corporation equivalent to one-l1alf 1 

of it s fully distributed passenger service deficit for 19 69 (tvith 
a11. optional .formt1la a,ra .ilable that, in some cases, could amount to 
a smaller amount). A portion of the contribution may be in the form 
of casl1, fair v-alue of good _quality passenger equipment, o.r credits 
for fu ·ture service to the corporation, and the corporation's stock 
\vill be received in return. The amount of railroad contribution to 
the corporation under this plan is estimated to approximate 
$200 million. Any railroad desiring not to join the corporation 
could continue any service it presently ope .rates, or initiate 
additional service, and could seek discontinuances under existing 
la~v except for operations in the basic . net\.1ork \vhicl1 ml.1st be 
continued until 1974. 

As additiona l support there would be limited Federal aid for the 
corpot·at io11, to consist of three p.arts. First, cash support, to 
be used for initial or ga11izational expenses of tl1e corporation, 
1nanage1-ia 1 overhead . inc ludi11 g improvecl reser,,a tions sys te1ns and 
advertisin g, selective upgrading of ro adbed and signals to assist 
tl1e corr,oratio11 to conform to quality of service a11d safety stand a rds, 
de mo1:1s t rat i.ot1 of ne,v services such as t11e au.to-tra i11, a·nd rese.ar ·ch 
and devcl ·opme11t. 'I11ere ,~ould be authorized to be app1·opriated for 
this purpose $15 million. 
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·Second, a program of cash support for development and den1onstration 
of new types of rolling stoclc for use in corridor service -- · 
equipment that would continue an .d expand the trend established 
by the Metroliner, and i-,ould provide an element of quality and 
style missing from most existing rail service. This program 
would also be limited to 1/5 of the total Federal assistance .. 
There ,-,ould be authorized to be appropriated fo .r this part of 
the program $25 million • 

• Third, a standby loan guarantee authority, to assist the corporation 
in securing loans for purchase of new rolling stock as described 
above. There ,-1ould be authorized to be outstanding a.t a11y one 
time 110 more than $60 million of loans guaranteed undet ... this progr am. 

A more detailed description of the Railpax program's prin_cipal 
features is in Appendi x E • 

Cone lu .s ion 

Talting . all the lcey factors into account -- the desirability of a 
meanin ,gful test of improved, better structured rail passenger 
servic ,e in meeting future int .erci .ty trai-1sportation r~q .u ii- ements, 

" 

the im·portance of relieving the railroads of qontin4in:a pa ~s·enger 
deficits i tl1e likelihood of imminent Cougtess .ional ad op ·tion of a 
costly s'ubsidj r me.asure~ and the general political situation -
the RAILPAX proposal appears clearly to be a. cre .ative, positive 
program that the Administration should submit to the Congress .. 

I 

• 

• 

., 

. .. 

. { 
• 

-~ 
. ; ,... ,r -. - . ...... ... j.- ,...._.1.,. ..... -- - ·· · -~ . . - ·'· : · ·: ·- - -

. . . 
, . -.. ··- . ..... - - ... . . - .. - .. ,. . -. . \ • 

~ - • ~-- - ~ ,,_,____,,.,~ ,,...,. I •l -- ·'1~ . • • • ,- • ._ .... - "' ~·- • " ~ ... ,. - . .... • - - ~-.-. •• ... •: '.~- -
·- -;.... ~-.-r : ;·-. ·. '-:'""~- ..,..,.,~ -~ T•••~.~~-(".,...,.....":, . . . . -' . 



' 

• 

! 
f 
1 
f 

I 

• 

• 

• 

• • • 

• 

• 

• 

• 

• 

• 

• 

• 
• 

• 

• 

. • 

• 

• 

• 

• • • 
• • 

• 

• 

• 

• 
• 

• • • ,. . • 
• • 

•,o•----••----• ------"-w-•-- • ~ • 
• ) I , ,:..;_ -" - '(II! 

' . 

• 

• • 

• 

I 
• 
• • 

• 
• 

• 

APPENDICES 
• 

• 

• 

• 
• 

• 

• 



I 
I 

I 

I . 
I 

I 
I . 
• . 

I 
' I 
I 
l . 

J 
I 
• I 

I 
I 
• • • 
• 

' . • . 
. 
• 

' 
• 
I 
l 
• 
t 
l 
; 

I 
. • 
I 
• 
I 
! 
I 
I 

I 
1 

• 

• 
• 

• 

APPENDIX A 

• . 

Tl1e Railroad Financial Si tua tion--Selec ted Fae ts 

.. - ,.. 

The railroad industry is presently experiencing serious financial 
difficulties, significantly induced -by a large rail passenger deficit. 
Reduction of this defic it would improve the ability of the railroads 
to provide improved rail freig11t service and permit tl1e industry to 
invest the capital required for the modernization and expansion of this 
transport sector. Curtailment of the rail pass enge r def icit is thus 
not only important from the standpoint of na tional transportation 
policy but it is also of obvious economic value to the railroads them
selves. In broad outline the pr eca rious financial position of the 
railroads can be _summed up in tl1ese facts: 

(1) The margin of net earnings to gross has deteriorated markedly 
since 1966. 

( 2) Fj.na11cial strain is reflected in net "tvorking capital ... considering 
debt due ,,rithin one )rear, working capital as of December 31, 1968, 
showed a deficit of $406 million. 

(3) In recent years, cash flo\v from net income and depreciation 
retirement charges p.rovided onl:51 60 percent of gross capital ·1, 

expendi tu1·es. Tl1e remainder has come principally f ro1n addi tio11al 
borrowing for equipment and drawings upon working capital. 

(4) Equipment obligation s outstanding increased from $2.5 million at 
tl1e end of 1962 to $4 . 2 billion at tbe end of 1968 (an increase of 
65 percent) . The rapid gro,vth of leasing has obscured the gro"tvth 
of debt and fixed charges as evidenced by the large increases in 

' 

net rents. 

(5) Net rail operating income before fixed charges turned sharply 
do,-1n\?ard after 1966 un·der strong cost pres .sores . Return on net 
investment has declined to 2. 44 percent, the lo\-1est since the 
1960-61 period . 

(6) 

(7) 

Net incon1e has decline .cl fr ·om $904 million in 1966 to $593 
million. In 1968, fixed interest charges reflecting advancing 
interest rates and additional debt financing rose from $335 
million in 1965 to $417 million in 1968 . 

Tl1e railroads have high labor cos ts in rela t:ion to revenues . 
Inflationary cost trends exert exceptionally strong impact upon 
the railroads as compared to most other industries . 
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APPEi'DIX B 

Analysis of Existing Rail Service 

The contj _nuing ,-1ithdrawal of rail passenger service, the poor quality of 
remaining service, the expense to railroad companies of mounting passen
ger deficits, and the uncertain future role of rail travel are the major 
factors in the curre~t intercity rail passenger situation. Under the 
deficit co11ditions ,.!.I and wl1at ,.,rould appear to be a continuing decline 
in ridership, continuing applications for disco11tinuance of passenger 
service are certain to be filed. The current ICC interpretation of 
Section 13a of the Interstate Commerce Act and the trend of recent 
rulings enables discontinuanc~ of poorly patronized trains, but often 
only after considerable delays. Thus th e drain on rail finances 
continues to be severe at a time wl1en railroad capital is scarce a11d 'tvhen 
deferred roadbed maintenance, a ·vital factor in rail safety and freight 
service, is building sharply. On the other hand, pressures are also 
mounting currently to make legisl at ive changes in 13a . which would make 
disco11tinuance much more difficult and ,-1ould require higher standa1~ds 
of service (a11d hence costs) on pas senger trains. 

The evidence seems to indicate that the raiJ .roads will increasingly 
resist deficit passen ge r operati .ons. Applications for discontinu an ce, 
have 11ot abated, althou .gh significant elimination of se .rvice ha .s be en 
carried out since 1968. Passe11 ge .r deficits have not been substantially 
alleviated by tl1e discontinu a nces effected, as revenues have tended to 
decline more sharply than service costs. 

A rec .ent survey of 18 of the 21 carriers that provide passenger ser, 1 ice 
tvas carried ou ·t by The Ne," York Tirrtes, and indicated that the carriers' 
conviction that the inte .rcity passenger market is dead has not been . . . 

shaker1 by recent developments in High Speed Ground Transportation. 
Additional comments indicated that operating . subsidies would not induce 
the carriers to upgrade passenger equipment; in fact, some of the 
l~es ·tern roa .ds ,-1ent · on record as opposed to the c.ont .inu .auce of passenger 
trains even under subsidized l .o,ss .es. The carriers • hav ,e further beert 
accused of intentionally do,vngrading pa .ssen .ger s_ervice in an atte mpt to 
discoura ge ridership and hasten discontinuance proceedi .ngs. This is 
important in t1vo res pec ts. First, it helps demonstrate that most 
railroads have no int .erest in voluntarily continuing--let alone 
i1nprovin g--passen ge r se .rvice. Second, the ICC is increasingl)' u si ng the 
argument of deli .berate do,,1ngra .ding of servj_ce as a reaso .n for refusing 
train di scontin uances . Rece11tly, for examp le, the ICC de nL~d a Northern · 
Pacific Rail\vay p e titio11 to discontinue its t,,J'o 11ainstreetei passenger 

1/ Subs ·ta11tiated i .n Interstate Con11nerce Co.n1TI1issio11 (July 1969), 
-''Investigation of Costs of Intercity Rail . Passenger Service,'' p. 9lff. 
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trains betw een St. Paul and Seattle on the ground that the railroad 
deliber a tely dov111graded servi ce on t11em. The re sul t, theref ore , i s th a t 
inad e quate rail service n1ay be perpetuated, offering poor tran sportat ion 
service to the public at the same time that def icit passenger operations 
impo se a fin ancia l strain on the railr oa ds. 

Hi st oric a l Tren ds 

Rail pa sse ng er volume re ac hed a peak in World War II and h as declined 
since that tim e . In t er ms of qualit y (equipm ent , speed, and frequency) 
service reached its zenith in 1948-52, lar ge ly as a result of the post-war 
capital improv ement program. 

The i1nprovem en .t progra m 1;,1as largely based on ''modernizing'' the servic e 
patte .r ns estabJ .ished in th e 1920 1 s, 1;-.rhen the ' public transpo r t a tion 
alternatives ,vere s till limited. For exa mple, h eavy empl1asis was placed 
on luxury ov er night long-h au l sleeping car service directed at the 

• 

business marke ·t. Tl1is r a n head-on i11to the gro,'7th of air tr ans port. 
Railro a d.s, in general ., based many of their decisions on inflated 'tvar tim e 
traffic volu1 nes a11d did not anticipate the changing d emands caused by air 
a11d automobile transportation. 

Be ca u se of the failure of tl1e post-,;v a r progra1n to halt . the decline in 
patronage, coupl ed with growing co mpet ition in the freight market, most 
carriers d ecide .d to direct their financial and m~nagem .ent resourc es t o., 
freight. While some ro ads deliberately do\•Jngraded service s , the general 
patt er n of service deteri ora ti on 1;-1as si ~ply the result of · inattention-
lvitl1 d ec lini11 g reve11ues countere ·d by r e,duction in services. 

Tl1e result of this do1;vn,;,.,ard spj_ral has no,;i1 reached a point -i;.;rhere. the 
over a ll level of service (there are a few exception .s) can only be 
described as dismal. ·congressional mail, the public press, and special 
studies all note the pres ent condition of pass .enger equipment; station 
facilities, and levels of se-nrice. Present equipment, station facilities, 
and track structures are old and in n.eed of either refurbishing or 
repl acemen t. Passenger stations in larger cities are under-utilized, 
carry substantial tax burdens at1d for the most part are situated in 
co n1mer c i a ll )1 depressed and una ··ttractive locations. The av .e;rage age of 
ii1t erc ity pas senge r car s is 22 years; of passe ·nger lo c omotives is 21 
y ea r s ;· of major passenger stations is over 30 ye a r ·s. Common res .ervation 
s.y s t ems f or the pr ese nt passenger n et 1;,;,ork do not exist. Litt .le chan ge 
I1as be en made in ticketing procedures since l~Jo.rld lvar II. As the rail 
pa s se11ger system cap abi li .t y has det eriorated so have the service levels 
afford e d the tra ve lin g public. 

The decline in service i s clearly i llustrated by the traffic and 
• 

financial s.tatistics of tl1e ser ·vice, as shov1n belo,-1. 
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Table B- 1 

Marlcet Share 

l.'.illions of Passenger-Miles and Perccnloge of Tolo l (except automobiles) 

Inland Tola ! Privole Toto l 

Roil• Air waler • (except auto - (including 

Year roods a % Buses % • carriers % Wa)'S % oulos) mobiles autos) 

1929 33,965 77.1 6,800 15.4 - - 3,300 7.5 44,065 175,000 219,065 
· 1939 23,669 67.7 9,100 26.0 683 2.0 1,486 4.3 34,938 275,000 309,938 

1944 97,705 75.7 26,920 20.9 2,178 1.7 2,187 1.7 128,990 1811000 309,990 
1950 32,481 46.3 26,436 37.7 10,072 14.3 1.190 1.7 70,179 438 293 508.472 
1960 21,574 27.8 19,327 24.9 33,958 43.8 2,688 3.5 77,547 706,079 783,626 
1967 15,3~4 11.7 24,906 19.0 87,241 G6.7 3,356 2.G 130,847 889,800 1,020,647 
1968 p 13,200 9.2 25,000 17.4 101,500 70.6 4,000 2.8 143,700 931,000 1,074,700 
a - Railroads of all classes, including elec tric. p - Preliminary. 

1. 
2. 
3 . 
4. 
5. 
6. 
7 ., 
8 . 
9. 

10 . 

... ... . . . 
• 

Table B-2 

Selected Traffic and Financial Statis t ics 
1958 and 1968 

( Excluding Commutation) 

Revenues Passenger Miles 
Passenger Train :t-1il es 
Pas~enger Route Miles 
Intercity Coacl1 Revenues 
Interci t) 1 Sle~ping Revenues 
Total Passenger Revenues 1/ 
Total Pas .senger Expe .nses 

(000) 

Total Solely Related Expenses 
Total RaiJ.,vay Passenger Deficit 
Total Railway Passeng ·er Def ici ·t 

( Solel) 1 Related) 

18,473,696 
246,402 

106 
$ 392,400 
$ 159,138 
$ 1 , 202, 03 1 
$1,812,455 
$ 1 ,284,293 
·$ 610,424 
$ 8.2, 262 

8 ,7 37,091 
124,592 

60 
$ 245,211 
'$ 45, .75-3 
$ 685,783 
·$1 , 171 , 816 
$ 888~838 
$ 486 , '032 
$ 198 , 054 

Tl1e trends sho\vU above ha, 1 e accelerated in recent years . For example , 
from 1966 to 1968 : 

•. . Miles . of roa .ds opera .ted in passenger serv i ce were down 17 
percent . 

. . . Passenger train . miles ,.;ere do,m 24 percent . 
• . . Tota l reve11 :ue from pa .ssen ,ger service decreased by more t ha n 

$331 million . 
• . . Total passe .ng.er expense dec l ined only $245 mil l ion • 
. . . Passe11 ge r mil e s ,.Jere do, ,1n 32 percent . 
• . . I11terci t}' coach revenues de ·creased nearly $ 78 million or 24 

percent, 
• •• Sleep:i.ng a.nd parl .or car reven .ues declined by over $35 million 

• 

or 43 percent. 
• 

---- · 1/ Inc l udes ~!ai l an .d Express -
• 

• 

• 
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. 1968 RidershiE 
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In 1968 about 30 million intercity rail passenger trips were made, 
distributed among railroads as indicated in Table B-3, on the following 
page. 

Pending Train Discontinuances 

4 

On November 1, 1969, there were 43 intercity trains proposed for discon
tinuance under Section 13a of the Interstate Commerce Act. In addition, 

• there are no'tv 18 intercity passenger trains opera ting under CowJUission 
continuance orders. It con be expe cted that most of these 18 ~rains will 
be proposed again for discontinuance . 

. 
Non-corridor trains constitute 54 of the 61 pending and Commission 
required intercity trains. Moreover, 42 of the 54 non-co1-ridor traj_ns 
provide tl1e last rail service between a substantial number of points on 
the carriers present passenger routes. 

Du.ring the next 12 months, it can be expected that somev1l1ere in the 
vicinity of 50 intercity trains, in addition to these 54, will apply to 
the ICC or the States for discontinuance. The potential loss of trains 
in the .next year could easi.ly constitute the largest annual cutback of 
intercity rail service since World l.Jar II. Among the areas most likely 
to lose all rail service are the ·following: 

(1) Tl1e. territory running 'tvestward fro .m the Mississippi bounded on th .e 
no .rtl1 by the Ol<lahoma, Netv Mexico, and Arizona state boundaries, 
and on t}1e south by the United States border. Except for the 
immediate areas around Ne't-:r Orleans, Kansas City, and St. Louis, 
plus the panhandles of Tex .as and Ok.lah~ma, there could be no rail 
passenger serv .ice in Miss .ouri, Arkansas, Louisiana, Texas, Oklahoma, 
and the southern halves of Arizona and New 11exico. 

(2) Portland, Ore .gen to San Francisco, California. 

(3) Salt Lake City, Utah to San Francisco, California. 
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APPEl~DIX C 

Retention of Rail Facilities 

Rail capacity remains great and highl y flexible. No other mode could so 
easily accept a doubling of its traffic. Rail service has historica .lly 
provided tl1is grea ·t reserve capacit)r as a stand-by service, operating at 
full scale only when weather .or war created a transportation emergency 
and other modes failed. Looking ah ead to the future, th e reserve 
capacity ana .logy fro1n the past retai11s relevance, -but · i11 quite a 
different context. Exi sting rail facilities can be made the basis of a 
significa11tly exp anded passenger service at very loi-.1 cost. Sunk i11vest
ments in rail track capacity greater than that needed for freight, in 
stations, in signals, and in right-of-way can be adapted at small cost 
to update and improve rail service. 

. 

Railroad n1anag ements, ho~.;,ever, cannot be expected to preserve thes e sunl<. 
investments if they are not producing revenue s sufficient to contribute 
to overhead. If rail properties are to be used in the future, they must 
either be: (1) preserved by direct i11terim subsidy, (2) allowed to be 
rationa .liz ed 110,v bt1 t regenerated in t .he future , or (3) preserved through 
utilization in continuing but better tailored service. 

. f 
• 

It is es ·tim a ted that a direct program designed simpl:;T to preserve a 
passe11 ge r ·traclc right-of-'tvay in the 11 principal corridors that have 
been studied ,-.rould cost tl1e Fede1.·al government more than $8 million a 
year. This figure is b as ed on the quid pro quo of paying carriers the 
equivalent of annual property taxes for retention of the facility for 
future use. Preserving additional investment, such as track (replacement 
costs exceed $100,000 per mile), 'tvould add to this cost. 

Tl1e total cost of a direct preservation program for f 'ive years would be 
at least $40 million. Tl1is amount is roughly equivalent to direct 
Federal fu ·nds . invo .lved in finattc .ing Railpax. (Equipment trusts would be 
used .for equipment which 'tvould be sold for commuter operat .ions or N •. E. 
Corridor if Railpax sh ·ould fail--and therefore should not be considered 
a 111-1aste 1

' of Federal funds.) 

No,., consid e r the al tern a ti\ 1 e of allo't vin g capacity to be lost, then 
replaced later a.s · need e d. 

For high speed ground service; certain conditions must be met, including: 
• 

(1) Access to the center city area. 
(2) T.a.nge11t track allo,-1ing · 11-igh speed ope1· .ation. 
(3) l-1ul~iple track capab •ili ·t y for high frequency operation ,,,ithout 

delays cau se d by passing opposing traffic. 

• 

• • 
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It is often assumed tl1a t continuation of freight service ,-1ill allo,,,r 
passen g er service to be restored in the future. This is not the case; 
the general patt ern foJ _lo ,-1in g pass enger tr a i11 ab andonment has been as 

follo, vs: 

2 

(1) Downto wn access is often lost; city centers are not freight traffic 

g e neratin g points . 

( 2) Tra c l<. capacity is reduced; four tracl <s become t,110, t,;-10 tracl ts one 
(this has alre ady occurred in some of the proposed corridors), 

(3) With th e passag e of time, the right-of-w a y is also lo s t. A main
li11e becomes a siding to a ne, -1 indus t1~y, bridges are removed, and 
buildin gs encro a ch upon the old right-of-,v a)7

• 

Tl1e costs of restoring service are primarily a function of time. In 
anoth e r 5-10 years the retrenchment process for most proposed corridor 
routes ,,1ill be cotnplete and road,11ay costs alone for an operation such 
as Chic a go-St. Louis would go to $250-$300 million . 

. 

Fortun a t e ly, do-i:vnto,.,n access has not yet been lost on any of the proposed 
corridors, and loss of rigl1t-of-v1a y to date has been minimal. However, • 

even l1ere the co -st differential . is substantial; relaying track on 
exi s tin g ro a db eds c osts $109,000 per mile, as contrasted tvith $.8-$10,000 
a mil e to brin g an ex i s ting mainline track up to high speed standards.~ 

Giv e n t11e politic a l realities, funds expend ed for actual ·operations are 
pref erred to equal exp enditures for retaining facilities. It "t-1ould seem 
irr a tion a l to spend n1oney to keep facilities for possible advanced 
sy s t ems th a t might no t, in fact, be patroni .zed when an equal expenditure 
(at the Fe deral level) tvill both retain the .facilities and test the 
public r e sponse to i ·mproved groµnd tran ,sportation. Capital investment 
can be :ma de in au orderly progr e,ssion as demand increa -ses ., T'he M.etroliner 
service illustrates tl1is pot ,e.ntial .; initial s.ervice .of 3 hours (2 -1/2 
hours expr:ess) ,rill be gr :aµually . ir op.roved as grade .crossings are elimi
nated, si gna l systems up .grad ·ed, individual curves eased ~ etc. Once a 
line ha s becom e f ·reight only this option no longer exists; a substantial 
investm e 11t must be 1nade just to obtain a minimum acceptable level of 

• 
passenge r service. 

• 

• 
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APPEl\1D IX E 

}1AJOR FEA'fUJ{ES 01., THE R.t\ILPAX PROPOSAL 

- . 
. 

1. 'l'l1e Sccrctar)' of Tra11s1)0J:-tatio11 d es ignat :c.s ,-1i t~J1in 60 da) 1 S after tl 1c 
date of enactment of the bill a Basic National ]{ail Passenger System . 

• This Basic Syste 1n describes points bet,1ccn whicl1 passenger service 
should be operated, tl1 e minimum service needed between tl1ose points, 
and tl1e routes over w11icl1 that service may be provided. 

2. 'f)1ere is es tablisl1cd for t11e purposes of c1isco11 ti11uanc ·e p1-oceedi11gs 
u11dcr section 13 a of tl1e I11te1 ·s tat e Co1nn1e1-ce Act a prcsuraption (,,1l1ich 
oppo11e11ts of a discontj .nuG111ce ,,,i J.l be able to r eb ut 0111)' i11 a very 
few canes) tl1at se1:-vice out ~i<le of the sy s tem is not required by the 
public convenience and necessity And liiJ .l constitute an uJ1due burden 
on j.11te1-state commerce. It creat es a conclusive pr es um1)tio11 t11al~ 
u11tj_l .. Ta11t1r:11:y 1, 197Li, ser,ric e j_11 t:he ·s) 1 Ste1n is 1·equir ed for t11c 
pt1blic conv~1ie11cc and nec essit y and will not constitute an undue 
bu1·clen on interstate co1nn1erce. . 

• 

3. Tl1e bi] 1 at1tl1orj _7,es tl1e creation of a. co1·poration ,-,hose pt11:po s c j _~ to 
provide i11tercity rail passenger service . The corporatio11 is aut:ho
rizcd to contract witl1 rail carri e rs l1aving service in tl1e Basic System 
to r( !lj _e,,c . c~I·1~i e1-s of 1·es 1)011f;il ) i .l i t) 1 for providing se 1:u'1ice ir1 tl1 ~ 
Jlasj _c Systern . Cal.-rie1·s ,-1ol1lcJ pa) 1 tl1e corpo1-atio11 50 p erce 11t of. ti>cir 
ft1lJ )r <lj.s t J~:i. bt1 tcc l 1><1sse11ger ser -,.rice clef_;_ cit for 19 69 ; or 200 per c:cr, l: 

C 

of t l1c a\ 1 oicl abl e C<?Sts o f s e r\ 1 ice provi,J e cl j_n .1969 l)e tt•JeC'.n poir :t s i11 
t:l1e S)'S te n1, a11d ,-:ould 1.·ece:L , ,·e Cl2 ss A stocl ~ of t11e co1:poratj _oi1 i11 an 
a1not111t · cqu.i.,rc1J.ent i11 par \icl.lue to tl1ei1· pn) 1n1e11t ·t.o t11e corporatj _on. 

-
L,. llJ)OlJ co ·n tr~cti ng ,v:i.tl1 tl1e co1:por 2 tjo11, th e 1·2 :i_l c a rrier is rc~J.i c:-vecl 

fro 1n proviclir1g s e 1-vice \vitl1i11 tl1c syst ,ein and n1a::,· uti] .ize tr 1c fa\ror[tble 
pl-E'Bttmptior1 i11 a sectio11 132 p1-oc ee ding to discontinue service outsicl e 
tl1c S)Ts tern. Carriers ,vith 110 t1- ai11 s in the system can also utilize 
tl1c 'rqorc f avo1-able 13a p1-oce e ding fo1~ disconti1 1t1ing their s~1-\1ice. 

5. Si~ : n1ont l1s a fter tl1e date.~ of enactment of the -! b:i.1 J_ ~ t11e corpoJ :a tion is 
1·ec1t1irl·c! to b ~g in tl1e pro\>ision of n1inimt1m servic e Let \·:e~n p oints 

• 

6. 

, :it ·hj n tl1e D:isi c S}1 Stem pre, riousl) 1 served by carl-iers ,-::i.th ,-,11j_cJ1 it 
J1as c11tc.?1·e<l i11to contrclct:::; . It ,-1ould be req ·uired to pe1· f o1·p·, tl1e 
1ni 11itii1 t i'!1 se1 ~vice tl11-ougl1 Decembe r 31, 19 73. Afte1· th a t ela te it ca 11 . ' 
c!iscot1t:i. ~1t1c service after a11. j_nfor mnl l1ea 1-1.11g if it fir1d s sucl1 actio 11 
is irt tJ1c fi 11r1nci a l i11te1 :-cst of tl? e co1·poration. It must : co,1tj _nt1e to 
1>1·0\,j cl~ se r vice r,1:0'})osed [01· clj_scor~tj _nu n11ce if State, 1 oca l, or 
r cc J011i1l age 11cj _cs ~grce to co ~p ~nsntc the corporation for op0rating 
] .OB S CS . 

• • 

'fl1e bill J)e1.1uits carri .ers to contract ,yitl1 tl1c corporation at atl)' ti1:ie 
af tcr tl1e. Sccreta1-y tran .s 111its tllc llasic S}'Stcm to Congress t11 roug1i tlie 
fiftl1 n1011tl1 nf lei- tl1e <l,1tc of ennctmei1t of t11e b.;11 T ... • o cncot11-~gc 
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early pc11·ticipaticJ11 by the car1.-icrs, co11tr?.cts cot1].<l 11ot be c.011.sun1rnatccl 
tl1ereaf te1~ ·untj_J_ 18 mo11tl1s c1ftcr tl1c date of e11actn 1crlt. Atl")T car1.-j _c1:
\o1itl1 se1:vJ.c~ j_11 tl1e S)T~~tC'n1 ,-!110 <lccj _·cles 11ot to co11tract ,-:-itl1· tl1c cor.-

~ _.,,po1~a t:i.011 \·70t1J.cl l)c ob J.i.gated to co11 ti11t1c all service in tl1e systcn1 
tl1ro'-!.gl1 De ccrn1Jcr 3]., 19 7 3 (by vi1·tue of tl1c 11rcst11111) ti '.011 clesc1 · ibccl i11 

_parag1:apl1 2 ar,o\ 1 c). After that . elate, the car1~ic1:s n1ay discorlti11ue 
• · · sucl1 se1.~vice t111der tl1e exj_s t:i.ng p1·0, 1isj_o11s of section 13a a11d nei t11cr 

of. the prest1:11ptior1s clcscrihed i11 parag1·apl1 2 ,-,ill appl) 1
• 

I ,. • • 

- I 7. _ :T.!)..~orpo1~ati .011 ,-1ot1lcl 11ot l1e an agc11cy of tl1c Gov·er11n1E!11t, but \\1 oulc1 
-"be orgrtni%.C"!d by i11corpoj.- a tors ~p1~0:i.11 t ·ct1 by tl1c rres:tc1er1 t. It ,,:oulcl 

,.. have J.3 di1:ecto1:s. Sc~1e11 \·70ltlcl be a11poi11tc c1 b)7 tl1e Presi.c1ent, tl1;: ec 
,iould be cJ .ected by stocl,l10J.rlers '\:i110 arc 1·R.il carrie1:s , · aJ1d t:l1rec 
,,:rot1.ld bq cJ.cc~ed by st :ocl"11olc1e1·s ,-:110 arc not raj _l ·cari ~·1c1·s.. _ ,_. . .-- · 

---· 
8. . Except fol: ce1·tai11 s11eci ·fiecl p1:o\1isj _oI)s, th~ Intcrst~-tc Conmie1.·cc Act . . 

\>Jould 11ot bC:! a1)1>1ica1)1e to the cor1)01·a1 :io11. rfl1c corpoJ:atiq11 \-Joulcl be 
requ:trE:c1 to fi.J. 0 \·ritl1 tl1e Coi·i1::1:i_ssioJ1 sci ~1cc1ules of its rates, b'ttt :i.t: 
,,1ot1l<l 11ot ·be sub:jcct to clD.Y retc r~gt1l .Rtiol1, It ,-:roul<l be subject tc, . 

· .. cxisti11g ra :tl safet) 1 • la \·!S. St~rtte. cco11c,,ni.c re .r,t1la .tor.y J)J~ov:tsiortE: ,-10L11c1 

not apply to tl1e corporation. · 

9 • • 

. ' 
$40 P1i].J.:io11 ,-,ot-J.r1 be c.t,t11c>j:ihet1 to be-: apJ"ro1)1: :i.c!tec1 t:o t11c~ Sec .!,-"ct:2-r. )' en·, 
a 11.0-)"Ce.r l>cisis for p i:~)1r:10r1t to tl1c corro1·at : io11 to af;sist it :i_n :i.-ts 
i nit :inJ . orga:11 :tzat j .on · c\11cl 01)c1:at5 .011) ttpg1.-ad:i.11g 1:oacll)ed a11cl s:i.g11als ~ · 

• 

--

• 
co1~1c1ttc t: i.11r~ Rt:JJ ai1cl c1R:1,f:,-:.1::-t1· 2 t5.c>11 p1~ogr.n ms re s1;0.cting nev, 1:a5.l pc1.~;f-,c:11f_.~e1~ 
s e1: \1:iccs , de.vc].01)j _11~ j.111111:o"'Jcd r.ol1.j ~i1g s toc1~ for u[;.e i~11 co1:r. iclor s er~, 1.ce ~ ·· 

1 
• · · ' f 1: 1 . . . h ~ . r. at).< a c c1u:i.r:L11g .eqt 1:i.11!,:en t ·or u~:;c ))' t 1E: c.or1)0J:a.tJ.c1i:1 in t e pro.,i:i .s:t.c>n Oi 

• 

• 

• 

r 

• 

• 

scrv :icc ,-:,:itl1 l~C:!Sl)e.ct to ,-ihi •ci1 State> regiort~l, or J_ocal. autl1orities 
ag .rc~e to nbsot1J tr1e op ~1:at:i1·1g loss. 'l'i1e Secxcta .ry a.lso couJ .c1 guci1:-nr1ty 
loan $ 1nncle t .o the co1·po 1-at:j_on f c;r· t11e pur ·.cl12sc of n.cvi ro].lj _r,g stocl ;: i11 

corr.j _cJor sc-:rvice > 1-1itl1 a lj n1it o:C $60 111ill .ion outstanding at an), 011e 

.. 
tin1e. • 
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