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ASSISTANT SECRETARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

• 

January 12, 1970 
• 

NOTE FOR HENRY CASHEN 

This paper is intended to serve as the focus 
of attention at this afte1·11oon's 2:30 meeting 
on the rail pas se 11ger se1·vice problem. I 
hope you will ha\re an opportunity to read it 

. before the meeting. 
I 

-.. ½ 
/ 

~Paul )" W . Cherington 

"' ~ . .... 
P. S. - I will enclose a second copy in the 

• 

expectation that Chuck Colson will 
hopefully be in a position to attend 
the meeting . 
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·1·rJ.E RA TT .. 
DEPARTi"lliNT OF 

Pl' SSENGEl~ SER\7ICE PRODLEt-1: TI-IE . 
Tf{ANSP0i{1'ATION' S REC011It1ENDED PROGRAr1 

• 

Rail passe11ger service in the Unj.ted States is declining rapj_dly in qL1ality. 
Fewer than 500 passenger trains are now in operation and approximately 
another 50 are the subject of discontinuance proceedings. Currently the 
railroads are sustaining losses from their passenger service of almost 
$500 million a year (on a fully-allocated cost basis), and approximately 
$230 million 011 a11 avoidable cost forn1ula. These losses are not ·only 
• • imposing a severe strain on the rail industry (and diverting resources 
from freigl1t service) but reinforce th~ belief of railroad management 
that rail passeng er service should be ~adically curtailed and eventually 

eliminated. ' ' . . 

Tl1e decline in raj _l passci1ger service, ancl tt1e 101-1 quality at ,,111icl1 it is 
no~ generally maintained, do not, in the · opinion of the Secretary of 
Transpo1~tatio11, co11stitt1te persuasive eviclence that rail service is not a 
potentially sig11ificant form of int .ercity transportation. This poter1tial, 
as evide11c ecl ir1 part by tl1e l-1et1:oli1 1er ex1)erj_me11t, can 011ly be realj .zc cl, 
ho~1ever, by s ee k i n3 ,~ay s to br i11g improv ed servic e to a n1ore lim i ted r a nge 
of oper a tions. In s01ne lon g -h a ul routes rail pa ssenger service can be 
sttcccssful, bL1t ge11er.a l] .)1 tl1e e r ea t e st opportun j_ti cs lie in tl1e ti s e of tl1e 
railroads to move peopl e i.n dens e l y pop tt l ate d co r ridors i n vario L1s part s of 
tl1e COlllltry. rrl1is 11a1·ro~vine of tl 1e 1·ange o f ope)~cltion s \·lill not elo r1e be 
sufficic11t. A ne\1 org2n i ~a t i on must b e c r ea ted th at will give it s exclusive 
atte11tio11 to t~l1c d eve lOi)n1e11t a11c1 p 1·0:notj _o11 of r a :5.1 serv ice . 

• 

To n1e c t tl1j .s 11cc d t11e Dc pa 1-tn1c11t of 1'r a11s 1)or t a t i on p1-opos cs to create by 
le g i.s l a t ion a CO('IS.'-\1.'-li l(e corpo1: a ti on -( ten t at i vel y nan1ed P'--A.ILPA}':) tl12.t 
~-lOltld t:al cc o\,e l· t l1e 1·csp o11si.bility f o,- tl 1e co ncluc t of a n1i11imum lev e l of 
rail pass e 11ee 1· se.1:vic e i11 tl 1e Unit ecl Stat e s. Tl1e natl 1r e of the corr >ur at j_c,n, 
tli c scope of its oper a tion s , an d the futu r e role of existin g rail carriers 
is d e scrit1 e cl in tl1 e SLtn1n1a ry i11c lL1ded j_11 tl1is package. T11e Dep c1rtn 12r!t of 

1·ra11s1)'or t at i o11 e sti .n1at es tl 1at afte r a pe 1-iod of initial losses due t o 
re··c qu_j_pment a11cl st: a 1·L:-up cxpe,1s e s It :\ILP: \X J by about _ t he f ol1rtl1 :vear of 
oper a t io 11s, , ·!O ll lcl beg in . to b1·ea l~ e\ren. J\t s o:11e point it :night \·i isl1 to 
sell sto ck to tl1e public, but in a 11y event it is exp ected that it v1ould 
be capable of survivj _ng on a bre ak-even basis without further Govern ment 

or railro nd support. 
. 

• 

• 

1'he RAILPAX 
1
)ro1)o sal is tl1e product of inte11sive analysis of the rail passenerer 

service problem and reflects the consideration of a number of alternative 
0 

appro a ches. One of the princip a l appi oaches revieiied in the course of tllis 
work is that f or 1n:.1 l a ted by t!1e Se nate Corri.mere~ CoJ1mit tee. It T,,c>u ld pro·,ide 
operating subsidy to th e railroads equivalent to 80 percent of their losses • 

. Tlie costs of this subsid}l' approach ,.Jould an1ount to $435 million in tl 1e next 
four years, with anticipat ed expenditures thereafter probably rising above . 
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$100 million a year. This approach, with its reliance on subsidy, was 
determined to be far less satisfactory than the RAILPAX reco ITu-nendation. 
Not only ,-,ould it cost far more money but it v1ould continue to inflict a 
financial burden on the railroads ,-,ithout, at the same tit-ue, bringing 
about any real improvement in th e quality of service. Further, it ,,,ould 
entangle the Federal Government in a pro gram from which it could probabl) 7 

never extricate itself. By contrast, RAILPAX i s far easier on the Federal 
budget, would provide th e railroads with r elief after an initial capital 
contribution to th e corporation, offers the distinct promise of sub
stanti ally better r ail passenger service in selected routes, and is 
suffici ently flexible to permit expansion or curtailment as experience . . 

in th e early years ,-,ould v1arrant . 

. ···-- -

• 

• 
• 

• 

• 

• 

• • 

• 
• 

• 

• 
• 

• 

• 

• 

• 

• 

-

• 

• 

• 
• 
! 

\ 





• 

• • 

• 

• 

-

2 

early participation by the carriers, contracts could not be consummated 
thereafter until 18 months after tl 1e date of enactment. Any car1.·ier 
with service in the system ,,,ho decides not to contract ,,1ith the cor
poration would be obligated to continue all service in the system 
t!lrough Decen1ber 31, 197 3 (by virtue of the presumption described in 
paragraph~ above). After that date, the carriers may discontinue 
such service under the existing provisions of section 13a and neither 

,, . of . the presumptions desc~ibed in · paragraph 2 ,,1ill apply . 
. 
• 

--

.. 

7 • Th~ corporation ,vould not be an agency of the Governrne11t, but ~1 ould 
be organ .~ze d by inc .orporators appoint .ed by tl1e President. It ,,:rould 
have 13 directors. Seven l•1ould be appoi11tecl by the President, three 
would be electecl by stocl~holders ,-,ho are rail carriers, · a11d tl1ree 
would . be elected by stockholders wl10 are not rail carriers. 

8. • Exc e pt for certai11 specified provj _si ons, tl1e Inte1.·statc Conuner ce Act 
woulcl not be arJl)l:lcabJ.e to tl1e corporatj _on. The corporation ,-1ot.1J.d be 
required . to file ,vitl1 th e. Comri1issior1 scl1cc.1uJ.es of il:s rates, bl1t it 
't-7ou]_cl 11o·t b e subject to any rate reg'l.1].ation. It ,,,ould be st1bject to 
existing rail safety la ws . State econo1nic regulatory provisions would 
not apply to the corporation. 

9 • $40 n1j_]_lio11 ,qould he authorj_zed to be appropriated to the ~ecretary on 

• 

• 

a no-y ea1~ basis £01· payn1e.11t to tl1e corporation to assist it i11 its 
ini.tj_al org aniza tion and operatj_on, upgrading roadbed and signals, 
cor1dt1ctir1 g l{&D a11d demo11stratio11 progr a.n1s respectj_ng n e\ \y rail passenger 
services, dev~loping intproved rolling stock for use in corridor service, 
ai1d acq11iring equip n12nL for tise by th e corporation in the provision of 
service ,.,j_t l1 1· es 11ec t to ,vl1icl1 State, regional, 01.· local a uthorities 
a.gree to absorb tl12 opeJ~2ti11g loss. 1"'11e Sec r etar) 1 also co:1ld guara. 11.t~/ 
loans mac1e to tlie corpo1~atio11 for tl1e purchas e of ne\•: rolling stock j _n 

cor ric lor sei·vice, ,-1ith a lin 1i t of $60 rr.illio11 outstanding at any one 
• t1n 1e . 
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TH E W HI TE HOU SE 

VI/A S H I NG TON 

January 23, 1970 

INFORMATION 

I , 

Background and present 
status v.rith respect to 
Rail Passenger Service 

MEMORANDUM FOR THE PRESIDENT 

PROBLEM: Railroad passenger deficits have increased dramatically; 
deficit in 1963 was $9 million, during 1968 it was $190 million agai11.st 
a net railroad inco1ne of $493 million, and in 1969 the deficit is believed 
to approach $230 million. Passenger rail service has deteriorated 
corespondingly. Tl1e drain of passenger deficits has created a capital 
shortage for tl1.e railroads, limiti11.g their purchase of new freight 
equipment. For lack of adequate freight cars, in the midwest last 
sununer wheat and grain rotted and i11 the nortl1west lumber prices 

skyrocketed. 

CAUSES: Tl1e railroads tl1e1nselves n1:ust bear considerable blame; they 
have disco"L1raged service. A second cause, however , has been the 
attitude of the ICC in interpreting Section 13 of the Interstate Commerce 
Act, which has used every legal presumption against discontinuance of 
service. Tl1e ICC l1as reacted to consistent political pressures from Members 
of Congress affected by discontinuance petitions. Thirdly, the railroads 
have faced a difficult co1npetitive problem in that their facilities are 
subject to heavy local property taxes and they receive no Federal subsidies 
while the airport and higl1.way programs have benefited from vast Federal 

outlays. 

POLITICAL BAC .KGROUND: There has been formidable political support 
for continuing rail passenger service from many local cormnunities, 
usually rural, which fight to keep railroad service, from railway labor, 
and from railroad ''buffs rr \.Vho like to ride on the railroad. 

Senator Hartke has sponsored a bill '\vhich will involve $500 million in 
subsidies over three years and which will lock the railroads into their 
present route structure. It is expected to pas~ in the Senate. 

' . . ... ., . .-- ' . .. . . -· .,.... .,. . - - . 
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The historic attitude of the ICC has been uncompromising largely 
because of the attitude of the Congress in favor of continuing passenger 
operations. On the other side, the railroads are now mounting a 
major public relations campaign to educate the public on the lack of 
need for passenger operations. It should be emphasized, however, 
that unless the railroads see a way out of continuing passenger deficits 
they will join forces with tl1e unions to support the Hartke subsidy 
proposal. 

CURRENT SITUATION: Secretary Volpe in testifying on the Hartke 
bill indicated that an Administration solution (implicitly recognizing 
the need for passenger service) would be presented to the Congress 
by January 1st. I-Iis proposal was ;reported in today's press. 

OTHER CONSIDERATIONS: 01.1r immediate concern is that the Hartke 
bill will be passed by Congress (ass1.1redly by the Senate) and end up 
with tl1.e President, witho1.1.t the Administration having given a definitive 
alternative to Congress which could have bee11 supported by the 
Republicans and consequently will present very obv i ous problems with 
respect to a Presidential veto. By offering a bill we also gain time. 

The one thing we n1.1.1st not do is equivocate or temporize for, if we do, 
the problem '\vill ~ot go avvay and we will either have a serious 
transportation crisis a11d/ or an expensive subsidy program forced upon 
us. There is a serious national problem which may threaten vitally 

needed freight service. 

_rlichman 

I 

• 



T H E WHI TE H O U S E 

\V A S H I N G TO N 

January 23, 1970 

M .EMORANDUM FOR TI-IE . PRESIDENT 

Possible Options: 

ll"\JFORMATION 

Rail Passenger 
Service 

(1) DOT Pro1:>osal- A corporation cha1·tered by the Federal Government 
ARAILPAX) with stock owned by the railroads and the public is 
a ·utho1·ized to tal<e ownership of and operate certain rail passenger 
lines offered by the railroads in return for stock in the corporation. 
Fares, routes and services would be regulated by the corporation 
and be tal,en out of the ju1'"isdiction of the ICC. The corporation 
wo11ld be totally funded for the first three years by its operating 
reve11.t1e s a11.d payme11.ts on tl1e part of the railroads equal to some 
portion of tl1e loss avoided by discontinui11.g the losing rail lines. 
At the e11.d of the three year initial operating period, stock would be 
offered to the public. The amount of Federal subsidy involved in 
this prog1·am would be $40 1nillion over a four-year period, plus 
$60 1nillion in long term Federally insured loans. 

(2) Compromise Proposal- Secretary Volpe can testify before the 
Commerce Committee as to the need for the railroad industry to 
revitalize itself and determine a financially sound rail system which 
if demonstrated acceptable to the Secretary of Transportation, 
could receive minimum Government subsidy along the lines of the 
RAILPAX concept. Subsequently, the RAILPAX bill would be 
introduced not by the Administration, but by Senator Cotton. (This 
is not a very realistic option at this tune). 

(3) Propose the RAILPAX concept \vithout Government subsidy except 
to the extent of an equipment loan guarantee ($60 million). In 
essence, this would be the private corporation concept of BOB. 

(4) The Administration could propose that Congress enact legislation 

to explicitly reverse the presumptions of Section 13 or the Interstate 
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Commerce Act, thereby permitting rail passenger service 
which cannot be operated profitably to be phased out and be 
replaced with alternate modes of public transportation. It 
has always been considered political suicide to talk about 
discontinuing trains. We may be able to turn the politics of 
this around- - if we can point out the priority of other public 
needs and the folly of continuing unprofitable and unneeded 
passenger rail service. We can count on strong backing from 
the railroad industry and strong opposition from labor. There 
will be some political hysteria but we could come out ahead. 

THE WHtTE HOUSE 

\VAS H I NGTON 

January 23, 1970 

TO: KEN COLE 

FROM: HENRY C. CASHEN II 

For your information. 

• 
• 
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MEMORANDUM 

. .. 

THE WHITE HOUSE 

WASHINGTON 

January 28, 1970 

FOR JOHN Do EHRLICHMAN 

You asked me to look into the Railpax proposal. Sorry to be a 

few days late in res ponding • 

• 

I have read it carefully, and talked it over with John Kain at Harvard. 
Our judgment is simple enough. Railpax is an interesting, idea, but 
the Department of Transportation has not given us nearly enot1gh 
information to decide whether it is a good idea. A number of specific 

questions should be put to DOT. 

1. Where are the economies coming from? If the railroads 
lose upwards of $500 million on passenger service now, in what 
possible way would $40 million in grants (for new stuff) and $60 million 
in loan guarantees significantly change this situation? More efficient 
management is possible, but surely the effects must be marginal • 

. 
2. What will the basic system look like? If Railpax is really 

a device for dropping all but a few profitable runs, DOT should tell 
us this no"v as the President is not likely to win a great many Middle 
American votes by being the man responsible for the discontinuance 
of three quarters of the remaining commuter trains. 

There · are a number of other problems. How, for example, is the 
a ·greement between Railpa..x and the carriers to be negotiated? I.e., 
what if the Pe11.11 Central doesn't want to run a commuter train over 
lines that are busy with freight. Who decides? Will Congress let 
a bill come out "vith such ambiguities. Or will it lock us · into paying 

for all the existing runs indefinitely? 

For what it is worth, Kain is not so certain that the airspace is reaching 

capacity • 

. 
I recommend the proposal go back to DOT with at least my first two 

questions. 

Daniel P. Moynihan 

..... .. ,. ··•- -. .... .. - - ... ,.. .... -
. . ' 
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THE SECRETARY OF TRANSPORTATION 

WASHINGTON, O.C. 20590 

MEMORANDUM FOR THE PRESIDENT 

Subject: Rail Passenger Service 

, 

The railroad industry has experienced losses o·ver the last year 
approximating one-half billion dollars on a _fully distributed cost 
basis from intercity passenger service. The out-of-pocket cost 
according to ICC estimates is about $200 million per year. These 
losses continue in spite of the fact that the number of i11tercity 
(not co1nmuter) passenger t1"ains has decreased in the last decade 
from over 1500 to the prese11t total of less than 500. Few, if any, 
of the railroads wish to continue this ser vice and there are numerous 
applications before tl1e ICC to fu1"ther dis contin ue service. 

We a1"e seriously co11cerned about tl1is p1"obl em on two counts. First, 
it is a cash drain on the hard p1"essed 1"ail industry whose basic 
vitality for purposes of carryi11g intercity fr eight is important to 
tl1e country. Secondly, our experience in the Northeast Corridor 
suggests the need to explore alternatives to highway and air as a 
means of intercity passenger transportation. 

Du1"ing 1969 tl1e Department of Transportation testified before both 
Houses of Congress tl1at the AdI11inistration recognized the serious-
11ess of the problem, that it was ,vo1"ki.ng on alternatives, that an 
Administration proposal would be forthcoming by the end of the year. 
This testimony was cleared fo1· the Administration by the Bureau of Budget. 

A number of proposals fro111 various sources are already on the Hill. 
These range from a three year 1noratorium on all discontinuances to 
a subsidy and loan program (,vhich is close to being reported out by 
the Senate Commerce Committee) ,vhich could involve Federal 
expenditures of nearly $500 million over the next four to five years . 

• 
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It is generally agreed that if no action is taken, train discontinuai1ce 
will become increasingly difficult, incurred losses increasingly large, 
and service increasingly deteriorated. In addition to eco11omic 
considerations, there is considerable public outcry for the go·vern1nent 
to do something. · 

• 

The Department has examined this problem in detail and has developed 
a proposal which we feel has a good prospect for substai1tive success 
and which would keep Federal costs to a minimum. ($40 million of 
grai1t and $60 million of loan guarantees in the aggregate over fi·ve 
years. ) Details of this proposal were discussed at length ,vith BOB , 
White House staff ai1d the Cow1cil of Econ omic Advisors. It has bee11 
circulated to th e other Departme11ts. Although a number of criticisms 
have been raised, it is my belief th at th e cr it i cisms are not well 
fow1ded and that no more desirable alt er nativ e ha s been proposed. 

• 

In the abse11ce of an Administration po sit ion , it is highly probable that 
tl1e Congress will take tl1e initiati ve and will act. The potential cot1rses 
of action Co11gress will be expect ed t o tak e ran ge fr om economically 
undesi1•able to ·fiscally injudicious. No act io11 at all will simply impose 
further very serious damage to our Nati on's r ailroad network. 

The1 .. e l1as bee11 a regrettable amount of discussion of this problem 
and 1"elated alternatives in tl1e papers already . I say regrettable 
because a number of stateme11ts have been attributed to the Department 
of Transportation wl1ich, if 111ade, were both premature and unwise. 
Nonetheless, we are faced with the need to take a position and relay 
tl1at positio11 to the Congress. I personally endorse strongly the 
Department's proposal, but in any case I urge that the Administration 
take a position and that we communicate this to the Congress. 

I hope you agree and that we can explain to the Congress this week 
what our position is. 

---..--........__~hn A. Volpe 

• 

•. 
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Feb ruary 4 , 1970 

INFOP.tfi\ TION 

f.e c. Volpe me m oran da,. 

... 

MEMORANDUM FOR THE PR ESIDE NT 

_I • • 

~.;ecretary Vol1>4 la.a written youc: 

• 

• 

z. 

' 

Cmic• •ote1 d~all · pa•••upr •• •rrice m which he 
reque■I• fa•o--rabi8 &Clicon on th• 1'-•ailpax' 1 plan , • 

• t 
I • 

I 

W• ta.n ia~ated to DoT that ·the tS·taff •ork . ia not 
· eompleta and bt,ve reque•t•« •d4'ltiona-l wo~k by 

~ tke1n on tbl1 matt• r. •, ... i ... . .... ,-,.. • • 

I 

• 

Concerntn1 tl\4t NASA Elee&ord .c:a Rewea..ren Center 
la Boaton which ha• been diat-Qr'iinued for ~1etary 
r,eaaoal. lv · . · -.. · P~ 

'l ' . ' -· 
Secretary V91pe •••-a til•~ DoT ll• ,-m}1••• lo open 
aad •• · th• JacilllJ' for n••••h ill air t•ad.e •af•ty 
tad adaer traaapo--.tl• , .... ,.m. 

- • 

Htt ha• Alff• l•aatltJ r•~ with .ea which l wtl.a•~ 
ta• •t•« ti) .,........ . 

1 • -:,,.-. 

I 

Thar• L• no r•■•an lo~ you to apend time wit'.b tile Secretary'• 
mamor■nd• or th• back•llP material at tbi• time • 

• 

Jr 

• . ' 

• 
• • 

'. . 

Joha D. E hrllc}uri<an 

• 
, 

FEB 2 3 1~70 

Ct;~'fRAL FILES 
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OFFICE OF THE SECRETARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

9 February 1970 

MEMORANDUM TO: Daniel P. Moynihan 
Counsellor to the President 
The White House 

I am attaching for your review a paper summarizing 
the highlights of our Department's proposed Rail 
Passenger Service Program ('1Railpax' '). Of course 
we have a great deal of additional documentary 
material on the program which we will be pleased to 
provide should you desire it. 

Attachment 

. . 

~ 

t> a ¢ 

Charles D. Baker 

• 

I v, 

• 

• 

i 
[ 

, 

' 

' • I 

r .. 



• 

• .,.. - • - - - ,.. .. -♦ -

. --. 

The Problem 
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Rev. 1/ 16/70 
RJB. 

I 

HIGHLIGHTS OF THE ADlvllNISTRATION'S 
·RAIL PASSENGER SERVICE PROGRAM 

. . - - . --- .. 

I 

Rail passenger service in the United States is 

• 

\ 
• 
I 

declining so severely in amount · and quality that it may soon 

. 

, ---disappear completely unless appropriate action is taken 

1
/ 

• 

• • 
I . .. 

• 

.. 

immediately. 
. ., 
• 

\ 
I 
' I 

' - - - ' . In the last 10 yea:rs the number of intercity - passenger 
• \ 

trains has falle11 from 1500 to £·ewer than 500. The discontinuance 
\ 

I • 
' . 

of approximately another 50 t1·ains has been proposed to the ICC . 
I 

Between 1958 and 1968 1·ail revenue passenger miles fell from 
I I . 

more than 18 billion to less than 9 billion. Passenger train service 

today is offe1·ed on routes with mileage totaling less than half what 

it was a decade ago. Accompanying the overall decline in passenger .. 

service has been a generally marked deterioration in quality. 

- - - Deficits from passenger operations impose a serious 

. 

financial burden on the nation I s railroads, affecting their ability to 

~ 

provide high-quality freight service. The rail passenger deficit, 

calculated on a solely-related basis, has s\vollen from $9 million 

in 1963 to about $200 million in 1969. As a percentage of rail n·et 

incom ·e this deficit has increased, over that same 6-year period, 

from little more than lo/o to nearly 40o/o. 
. . . 

. 
• • < 

• 

--· . . 

• 

• 
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The Challenge 

' 

- - - Improved, restructured rail passenger service can 

make a major positive contribution to better intercity transporta

tion. This is especial 'ly true as we look to the future, when increased 

' 

population and additional travel will impose serious congestio11 p1·oblems 

. 

in the nation's heavily-congested corridors. 

- - -
' 

By the end of this decade it . ha ·s been estimated t11.at more 

than half of the U.S. population (which will total about 230 million in 

1980 as compared with 205 million now) will be located in three major 

corridor complexes: 011.e in the Northeast, another in ca ·lifornia, and 
.. . . 

the third in b1·oad bands across the Midwest. Much of the movement 

provided by cormnercial 1node s within these corridors today is 

provided by air transportation, but air traffic forecasts indi .cate 

that the principal air terminals at such places as New York, Washington, 

. 

Boston, Chicago, San Francisco, and Los Angele _s will soon become 

so badly congested that it will be both desirable and perhaps essential 

to divert air travelers to high-quality rail service. At present, for 

• 

instance, approximately 25o/o of those who use the crowded airports 
-

in · New York, 40o/o at Washington, and almost 60o/o in Boston travel 

to other points _ in the Northeast. If a sizable proportion of this 

: J 

traffic could be shifted to passenger trains, air congestion would 
• 

.i 

be alleviated and the pressure for the construction or expansion of 
~e - . 

i;additional expensive airports would / partially moderated. 
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' . / -
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• 
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• 

- -· - Good quality, 

3 
·. 

• 
I \ 

I appealing rail passenger service can 
• 

be provided to tho~e traveling v:..i.thin densely-populated corridors 

- · 
and along major long-haul routes. The success of the Metroliner 

• • 

operations between New York and Washington confirms this belief. 
. ' 

• 

Rail travel between Washington and New York in 1969 \vas up 46o/o over 

1968, with more than half a million persons taking advantage of the 
• 

greatly improved service provided by these modern trains. Meanwhile, 
· 1 

travel by air aboard the ''shuttle'' rose less than 1 %, compared with 
I 

• • 

annual increases in prior years of up to 15o/o. 

I 
i - - -

' • 

I 

• 

If fast, comfortable 
I 
• 
' . . . 

modern rail service is to be brought 
.. : 

to the traveling public, on a well-organized and aggressively marketed 
' 

basis, a ne\v institution must be ~reated to do the job that will not be . . 

• 

inhibited by traditional attitudes about rail passenger service. Most 

railroad managements · '\vant to concentrate their attention on freight 
.• 

• service. Only a ne\v managerial approach, totally dedicated to 

• 

passenger travel, can supply the requisite innovation and leadership . 
• 

The Needs 

- - -
• . 

• 

Rail passenger service can play a valuable role in 

intercity transportation, but only if it is offered on a vastly improved 

basis. This will require new equipment, new marketing approaches, 

-
and a new organization to manage the pro gram . 
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.. . ' 
. - - - Passenger service ·should be provided only in those 

' 

markets where, after initial improvements are made, there 
• -- ' 

appears to be significant hope that it will become economically 
: 

self-sustaining in the near future. 
1 

This requires a pruning and 
' 

restructuring of today's widely-scattered rail passenger routes, 

eliminating some of the 55, 000 miles of existing routes and con-

• 

centrating attention on the remainder. 

4 

- - - A responsible program must provide basic financial 

relief _for the railroads, but at the same time it should also 

recognize that the railroads presently have a basic public respon-
.. , . 

. 
sibility to provide transportation services. In return for being 

relieved of their obligations, they should be expected to supply 

the bulk of the capital required for the rejuvenation of intercity 

rail passenger se1·vice in the United States provided that this is 

reasonable in overall amount and that it permits the railroads 

• 

making such a contribution to terminate permanently their involvement 

in rail passenger operations. 

- - - It would be unwise and fiscally imprudent to establish 

a subsidy program for ~ail passenger service that would merely 

continue uncoordinated and unstructured passenger service. It 

would be equally un\vise t9 devise a program that would permanently 

, 
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. 

entangle the Federal Government in the subsidy of rail passenger 

-- ... - -· . 
service. Once rejuvenated and equipped, from a capital and 

.- . 

organizational standpoint, rail passenger service must, ove1◄ 

I 
the long-term, meet the test of the market. 

The Program , 

- - - To bring improved rail passenger service to the ., 
'I 
• • 

country the Administration is , submitting legislation that wil 'l 

• 
• • 

5 

se ~vice in selected corridor ~~d long-haul routes. The corporation 
I • 

\ 
I . 

is to be governed by a board of directors composed of 13 members, 
\ 

of whom 7 will be designated by the President, 3 by the participating 
l 

railroads, and 3 by other private stock holders. 

- - - To establish the Basic System over which train 

• 
operations would be provided by Railp ·ax, the Secretary of Trans -

I 

portation would be required by law to define a network of long-haul 

~nd corridor routes that offer the potential of economically self-

sustaining service in the near future. On this network of operations 
-

I 

Railpax or any railroad not electing to join the corporation would be 

required to continue passenger operations until January 1, 1974. 

Thereafter, the retention of passenger service will be judged by 

the response of the market to improved train operations . 

• 

• 
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6 

- - - Railpax would be £inane ed by capital contributions 

. I I from the railroads and the Federal Go v ernment. Those railroads 

' ' ' • 

' • 
' I 

• 

• 

-

wishing to participate will pay an amount equal to one-half of their 

fully-allocated passenger deficit for calendar year 19 69. The total 

capital raised in this fashion would exceed $200 million, vvith the 

. ~ 

exact amount depending on the extent of railroad participation. This 

contribution could be made in the form of cash, of rail equipment 

acceptable to the corporation, or in other ways, and would be payable 

over a period of 3 years. The Federal Government would, in addition, 

cont1·ibute $40 million to the corporatio11, to be used for initial 
.. .. -

administrative ancl related expenses and for the purchase of rolling 

stock. As well, there would be a Federal loan guarantee prograr.n 

in an amount not to exceed $60 million. 

' 

- - - Railroads electing to participate in the corporation 

would be enabled to turn over, within 6 months, their responsibilities 

for passenger train operations within the Basic System. In exchange 

for their contribution they ,vould thus be relieved of a __ deficit that is 

large and continuing to grow in relationship to earnings from 9ther 

sources. With respect to trains outside the Basic System, discon

tinuances would be simplified . 

' ,, 
• 

• , . 

' i 

· / 

' 
• 
' , 

• 

' I 

• 
1 
\ 

' 

• 

- _ _ .,..,. - •·.• -.,> .• - ... . , ..... ;;, 

• 

' ,, 

• • 

• 

' 

:, 

' ' ' • 



• 
• I . 

• 

• 

• 

• 

7 
• 

• 

- - - Railpax would est abl i s h operating schedules, pu1·chase 

• 

equipment, create an appro priate . marketing and reservations 
' 

organization, and generally conduct its affairs in a ~armer 
\ 

comparable to that o.f any business enterprise primarily engaged 
I -

in, providing passenger service to the public. With respect to actual 
• 

train operations, it would contract with the -railroads to provide the 

' 
requisite locomotive and track facilities. Put differently, Railpax 

would not itself O\.Vn any locomotives or provide for track maintenance 

or train movements; rather it would contract for these services with 
• 

,, 
• • 

the railroads, paying amounts for the service that would adequately 

• 

compensate the carriers. 
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R AIL P A X , IN C. 
I 

Private corporation, established by Federal law, with 
mixed public-private Board. 

Manages and promotes rail passenger service in selected 
markets. 

• 

Contracts with railroads for actual operations. 

* Financed primarily from railroad contributions and internal 
cash flow. 

* Federal role confined to assistance in purchase of equipm e nt 
and initial op e rations - - no continuing operating s ubsidy . 

* 
• 

Authority to is sue stock, borrow, and contract with States/ 

local govermnents . 

* . Free from rate/ route regulation. 
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SU MMA RY OF CASE F OR RAIL P AX 

• 
- ----

A practical, financially feasible approach. 

Involves no t . . I 
con 1nu1ng go v ernment operating subsidy . 

Offers real chance of improved rail passenger service. 
,. 

Helps the railroads, but exacts a r eas enable quid pro quo. 
• 

Provides vastly improved intercity transportation for the 
• 

traveling public: Rail passeng e r service likely to be 
maintained in virtually all States and regions; but with 
the elimination of routes that are unlikely to be financially 

• 

self- sustaining. 
• 

• 

* For rail labor: Creates ch a nc ~, of jobs without diminishing 
protective features. • 

. 
* Allows States and local communities to maintain rail 

. passenger service that would otherwise be discontinued 
by agreeing to 1neet operating deficits . 
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FINANCIAL FEATURES 

• 

/ Th_e Railpax p1·oposal _contemplates a financial role for the nation's 
- --~ ·-- railr ·oads, ·the Federal Government; -and prospectively for States 

and loca ·1 governments. A breakdown of their support follows: 

~ 

* The railroads, on a voluntary basis (although it is expected 
that most of the railroads with passenger service would find 
participation · distinctly · in their economic i11terest), \Vould contribute 
to Railpax $200 million (equal to approximately 011e-half of the 
railroads' cur1·e11t annual fully-distributed passenger service 
deficit). This could take the form of cash (payable over at least 
3 years), credits for future service to ·be provided Railpax, ro .lling 
equipment, or other assets or commitments of value. It is expected 
that not over half of the $200 million would be in cash, so that the 
financia ·1 strain on the railroads would be slight. 

~< The Federal Government would p1·ovide assistance to Railpax 
of $100 million. Of this $60 million would be in the form of loan 
guarantees for ne\.v equipment. The remainder would be in cash, 
to be used for the purchase and development of new types of rolling 
stoc~ and £01· other operational and administrative purposes. 

* States and local governments will be authorized to agree 
with Railpax to continue passenger service that the company would 
otherwise discontinue if they are prepared to finance the associated 

· operating deficits. -
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CO}./Il\1ENTS ON A NUMBER OF PRII'~CIPAL ISSUES CONCERI\:1ING 
~I-IE DEPARTMENT'S RAIL PASSENGER SERVICE PROGRAM 

(1) . 

-· - .. --·.,,. 
!h acknowledging the need for a new app1·oach to the rail passenger 
service problem, \.Vhy is it neces s·ary for tl1e Federal Gover111nent 
to be involved at all? 

• 

. . 

In a n1.1tshel] . the answer is that if the Federal Gover11ment does not 
. . 

. . 
• • 

take the initiativ~ in dealing with this problem, it simply will not be 

solved -- or at least r1ot in a manner that represents soU11d pl1blic 
• 

policy. I.ntercity rail passeng~r service i11 the U.S. is no\v almost 
• . 

eve1·ywl1e1·e rapidly bei11g deplctecl. T11e only exception to this state-
• • 

I . ' 

me11t is in the New Yo1·k- Vlashington corridor, \.,,here t11e Metroliners . . 
, . .. ' 

' .. . 
. . . 

have att1·acted great public s1.1pport. 
l l 

• 

' And v.,hy are the Metroliners in 

existe11ce? Because t11e Dcpa1·tment of Tra11sportation p1·ovided the · 
' • . 

- .. 
i~nccnti ve and the p1·ospect of l?,-n1jted eco11omic s,1pport . • 

• -
To p1·ovicle Metroliner-like ser\rice in the Northeast and in other 

parts of t11~ cotu1t1·y, pa .rtic1..1larly in the densely-populated urban 

corridors, makes sense, on several cou11ts. Most _notably, high-
• . 

• 

quality rail s er,rice p1·01nis es to di ,rert a substantia.l numb er of travelers 

from congested air tr~nsport2 .. t _ion, t11us alle-. riating the strain 011 airpo1·ts 

which are already reac]1ing their capacity. To provide modern rail 

• • 

service ·represents good national transportation policy, but it won't 

come about -- based on exte11sive ~nd diverse experie11ce -- if the 

job is left to t11c 1·ailroacls. Nor is it ljkely that the indiv~iclual States 
' 

• . . 

will do the job absent some Fedc1·al le ·aclership. 
• 

• 
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·- - -----•--~-- ... (2) _-::-_If the Federal Gover11 ~ ent mt1st be involved to get the job do11e, 

•• 
• .. 

• 

:w-hy mt1st ·it be fi n ancially committed to the uncle1·taking? Might 
it not be able to accomplish its objective simply by adn1onitio11s 

. ·and verbal exhortation? 
• • 

: 

.. G~ye:q _the r ~il _1·9acls' pronounced antipathy to rail passenger 
• 

. 
-. service, :_no one · clos ··e to the problem and familiar "\vi.th the inc1ustry . . . 

\ 

believes ·that the objective can be accomplished without substantial 

· F "ederal -involvement and leadersh .ip. It is possible to induce the 

• 

railroads to pt1t up most of the capital required for the rejuvenation 
. 

of rail passenger · s e·rvic~, : if they are ·relieved of the burden of · 
' 

p1·ovicling rail servi ·ce; blit money <:1,lone "\vill not meet the challenge: 
• . 

. -. 
a ne\.v 01·ga11ization is essential, one that can promote and manage 

• 

modern rail ·pass enge1 · s e rv~ce free from the traditions and -attitucles 

of existi11g rail manage1ne11t . Establishment of such an organization 
• 

• 

• 
is vita!, _b_1=1~ _it __ ,vi _ll _011ly con-ie abot1t if there is strong Fede1·al commit-------·-·-·· --

. 
' ··-"'""' ...... 

. -
' 

. 
ment a11d g1ric1ance. And tl1at requires meani11gful Federal fiscal 

• 

• 

in vol ve1ner1t. It is possible that Railpax Corporation could operate 

. 
witho11t the $40 millio11 of Federal cash or even ,vithout the $60 million 

of eqt1ipr11ent loan guarantees, but "\vith the railroads putting up most 

-
of the funds, the bo11a fides of the· Government's concern would be 

• . --- . 
brought · into s e1~io11s doubt if it were not \villing to participate in sorne 

. , 

. 

limited eco1101nic sense. Without the' credibility that economic 

• 
• • 
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. 

p~1·tiC:ipation afforcls, the c1-itically r· . 
essenti _al ne\v n1:anagerial __ . . 

. . . . 

stru~tur e \V_ill _ not e1ner ge, _and _ with .out that it v;ould be completely .. ~ .. - . 

· ~~easonable to think that rail passenger s er\rice can be n-iode1 1 11ized 

· and effiGie11tl y operated . 
. ~. - • 

C' ___ .., ... ....... -- - ~ ~ - -
.. - ....... ~ & .. · - - _. · .. ~- . • .... - :; .... - - : : • .. . - ::--. • • • ,, , _· .., __ .. __ _ _ _ . - -.. . .. . .. 

• 

• 

• 

.. 
• • . , 

If the Federal Government mt 1st b e fi11ancially i11volved, hovv 
ce1·tain can we be of the extent and cl1a1·acter of such participatio11 

~.: ~-·· ·that is ·re ·quired to achieve th e objective? 

The Railpax plan calls for the Goverl1.rrlent to contribute to tl1e 

. . . . . 
ccorpo1 :ation $40 n1.illio11 arid to provide an additional $60 1nillion in · 

. . .. . -· 
~sta11dby .loan · gt1a:ra .ntees 

• 

• . ' 
' 

• 

. . 
for new equipment. 

. . . 
Both of these ingrec1ie11ts 

-c oul.cl be varied, in amot1nt and in timing. · Most, and perhaps all, <?f 

. . . . 
=the c·as li ·coriti·ibt1tio11 could be delayed -until after ~is cal 1971, so long 

• .... 

'"as the com1nitn-ie11t its elf \Vas as s111·ed at some certain point in the 

-·-•.---------·· : near ft1t{1re . . Conceivably the . $4 .0 .n-iillion figure itself cou J.d -be ~ • 

• 

• 

• 

. . .._ 

.,. ' 

-

=-mode1·ated some\.\ 1hat, though it now represe .nts less than a fiftl1 of 

... .. 

• 

the capita] . that the railroac1s \'t,rould pt1t up. As for the loan guarantees , 

it is not certain tl1at they \,,rould e\,-er be used, or at least not fuJ.ly. · 

N onetheless, ,v·hile posing little .economic risk, they ha\re consic1erable 

psyc llological significance i11 tl1at they de1 1-ions tr~te that the Government 

i s \villi;;g t o stanc1 bel1ind the Corporation . 
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: (4) . yrhat happens if the Aclmi11.ist1·atio11 does nothing to d ·eal \.vith 

~he rail passenger service problem? 
.... . - .. 

___ -- · ·.- Eithe1: <?f ~vvo situations will develop. Fir st, the gr eater 
. . . 

. 1 

• 

• 

. 

pr _obability -- indeed in the opinion of most of those closest to 
✓ - - - . -.. . -· 

the issue a virtual ce1 1 tainty ~- is that in.this session the Congr ·ess 
• r . 

.. ... . 
will enact a large subsidy program to n1.aintaiI?- rai~ pas se11ger 

. . . .. .. . - . - - - ' r ,"' .. - : . . 
..... ~ . . -. --

-. . . . . 
• -. . 

• . 
• • · s erv1ce . 

. . 
The bill in the final stages of co11sideration in the S~r1ate 

. . 
Conune -1;c·e · Com.mittee · calls £011 $4p5 nullion iri Federal aid over 

. . 
. . 

cthe next fou~ ·years . . ·1t 1s· -~bviousl)r ~1-tly th-~ begi11ning of a .. 
• . ' . - . . -

fper1nane '11t 'subsidy progr "a1n. _~: This · \.VOuld reflect 
. , . 

. . 

an e11.011 m .ot1s 

. 

long-ter1n Federal dollar outl -~y, which is bad enough; but it would 
. -

-. . . 
• • . . . . - . . - .. 

·-also not acc6n1.plisl1 the basic ·goal, namely, the r ejuvenatio11. ancl 
• 

• ... 
.. . 

• 

~i~st1·\.1ctu1·i11g, 1.1nde11 ne\V n{anagement, of rail .passenger service. 
' • • 

• 

; -
.. ----·----- -----The s eco11d eve11t1.1ality ; \.vhich ca11not ·be - c·oin.plet ·ely s ever ·ed from 

. , 

. . 
• :the . first, i ·s that · tlie 1·ailroad ·s ~l;..rill continue ·, for some indefinite 

• 

· but le11gth}r period of ti1ne, to l;>e obligated to offer · cleficit-ridden, 

. . -

lo,v-quality pass enge1 1 service. This offers the travelir1g public 

. 
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- . 
very little, b\.1t it docs st1·ai11 the financial ca .pacity of the railro~tds 

• 

and '\veake11s thei1· ability to upgrade their b2.dly needed freight 
• -

service. It is entirely possible that in the case of certain roads 

' . 

-
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- -.-.1 -:-• .tr ' .- -- ~ - --. . . . , -

_continued pass e11ge r deficits \VO\.lld drive the1n into ba11k1·t11)tcy. 
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If t he Ad1ni nistration c1oes nothing, therefore, it is likely to have 
. . 

I • 

th ? v~•oy-.st of all possible worlds: unimp1·oved passe11ger service, 
. , . 

• 

·, . 
• . . ) 

; ,. 
~i na !1ci all}' -t ro~ ble ·d railroads, ci-:p.d a ne\v _subsidy prograr1; ·. 

. - . 

• 
~ - ~ .. ... ·, ... - ·... . . ~ 

• 

. - -
. . . . . -·cs) · 1r· the ,, F~c1 ~ra] . Gov~~nmc-;t t~k~~ th ·e - initiat i~ e -in dealin ·g \.vith 

·:, ~ · · t he rail _Eas s enger service problem, how can it avoid being 
_dra ~;m. into ·a p er 1narient financial role? 

. . 

• 
Th is i s a risk which can n ev er be avoided complet e ly, but the 

. - -- -.... . . 
~ "' ' ...... - · -

Rail pax prop osal off er S - the· best probii.bility of its ~ni -mi •~ation . 
-· • 

• . 
• . . . - .... . . . - . 
Th e Railpax plan wottld provj_de a meaningful test of modern rail 

. • - . . 

• pa seenger se1· V1ce 
·,.; - . .. - ,. . .. . 

and ·yield tl 1.e info1·mation required to · make a 
. . 

• 

d efi niti"'JC judg1nen t whethe1· or not such s e1·vice is sufficiently 
• 

. 

. att ract i.v0 to tl1c tra vcli11g pt1blic as to m ake a major co11tribution 
• 

' -- . , . ~ .. ". - .. .. . ... . .. 
to int er cj .ty trans port a tion. That evide11ce does not no w exist. 

. 

Its 

____ ..,, ... .-... -·,---- ·• -~·---__ ,:,.__~.- --· - - -- - - - - ----- --- - -
a b flCilC(: i f'iakcs it extre1nely difficult to argt1e that rail passenger 

s crvi c t j;r,ou ld s imply be allo'\ \7ed to 'vvitl1er a,vay on · thc ground that . . 

it },a~ bei:;r; fJUblicly 1·cpudiated. There has not been a fair test of 

If Railpax is as successful as 
• 

th e; J)cr:>~ rt., ·r,(~n t believes it \\rill b e (and this, in part, is based on 
• 

• 

• 

trJ ~ t»f.tcc e~~ (.J f tl 1 e Mct1·oline1·s), Railpax can go forv .:ard 011 its own, 
• 

witri !,~~t fi.r,·y ai,tlcJitio 11al Fed era l p a1·tici1 )ation. If Railpax fails, and 
• 

l 1. t~ s er vie es , its expc1·icnc e \,ri.11 d emon st rate gr a <l11ti,·J1.y &?ti rt?i. i s -

v;j -., & t)c'-;\V favor · the s tibs i cly a1Jp1 · oa c h tl1at th e 1· e 
• 
1 s no p rl.1clent 
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role for Governrn ent 
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,.·but'its probabilities 
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support. Railp a x • 
1S not a 
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gl1a ranteed winner; 

of success are great and it does create the 

test that reduces to a minimum the likelihood 
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of long-term Federal involvement. • 
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OFF ICE OF 
H E DIRECTOR 

EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C. 20503 r:~B 1 (.?u.. 1q7Q I e- J,. tY I 

•• 

FEB 14 197D 

MEMORANDUM FOR MR. EHRLICHMAN 

Subject: DOT.~s Railpax proposal 

Jus~ to keep the reco~d straight, I turned the place 
upside down to malce sure that I was right in what I 
said to you las~ Saturday that the Budget Bureau did 
not clear DOT's Railpax legislative proposal, nor 
would it ever do so, of course, without White House 

blessing . . 

Nor did the Bureau staff indicate at any time to the 
Department, formally or informally, that there was no 
objection to it. To the contrary, not only the Bureau, 
but others, such as CEA, Commerce, Justice, · Treasury, 
and Labor, had problems with the proposal. DOT was 
fully aware of this fact as of January 15. 

My offer to . John Volpe the ·n~ght of January 14 was 
that if what he told me was true that BoB was indeed 
the only objector to Railp~, we might be ~le to f~nd 
the money for it by stretching out the SST ~urther if 
I were overruled. Upon checking the next morning, I 
found his statement was incorrect and I told him so 
in Miami the afternoon of January 15 -- and that my 

suggestion was dead. 

obert P. Mayo 
,. 
Di!'ector ;-,. 

-. 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

FEBRUARY 17, 1970 

FOR JOHN EHRLICHMAN 

RE: FOLLOW-UP TO THE RAILPAX PRESENTATION 
BY JIM BEGGS AND CHARLES BAKER 
THURSDAY, FEBRUARY 12 , 2:00 p . mo 

BACKGROUND 

The Department of Transportation r epresentatives presented 
the railpax proposal which the y feel i s th e best wa y to alleviate 
the current cri s is that the railroad s ar e experiencing relative 
to railway passenger service . 

PROBLEM 

Railroad companies are losing an increasing _ amount of money 
on their railway passen ger service which they are required to 
provide under Section 13 (a) of the Interstate Commerce Act. 
DoT estimates that railroads will lose between $220 and $240 
million this year even though the areas in which passenger service 

is being provided have been cut back. 

CAUSE 

The primary cause of this situation has been the increased availability 
and lower cost of air travel. Additional causes include: 

(1) Poor management 
(2) Poor rolling stock 
(3) High costs of providing new rolling stock 
(4) A decreasing demand for rail passenger service 
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RECOMMENDATION 

The Department .of Transportation firmly believes that the best 
way to cope with this situation would be for the President to 
propose their railpax plan. 

FAILURE OF PRESENTATION 

There is a consensus of opinion that this briefing could have been 
conducted in a more professional manner. However, aside from 
the presentation, I believe that the logic and research behind their 
proposal was incomplete., Specifically, I feel tha t their presentation 
was weak because they failed to sufficiently answer the following 
questions: 

(1) Why can't Section 13 of the Interstate Commerce Act 
be repealed? 

They indicated that Section 13 of the Interstate Commerce 
A ct could not be repealed and thus the railroads would be 
required to provide passen ger service o There was no 
evidence presented to validate this statement. I think it 
would be most helpful to have a report outlining the 
reasons why they believe a repeal of Section 13 could 
not be accomplished. 

(2) Why is Federal assistance necessary? 

Assuming that the railroads will continue t .o be required 
to provide passenger service, they assume that the next 
obvious step · is that the Federal government step in and give 
the railroad companies assistance. Their justification of 
Federal assistance to the railroads was very weak. They 
quickly glossed over some figures indicating that the deinand 
for adequate ground transportation in the coming years would 
dramatically increase. Again, a report outlining the 
anticipated increase in this demand and possible options 
to railway passenger service wai ld be most helpful. 
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What are the available options to railpax? 

They chose not to present the pros and cons of the other 
available options which focus upon the railway passenger 
sit 11ation. Act11ally, I don't believe they sufficiently 
presented the pros and cons of the railpax proposal. 

REQUESTED ACTION 

You requested that they prepare a report for you for possible 
submission to the President outlining the pros, cons and costs 
of the various options focusing on the railway passenger situation. 

Tod R. Hullin 
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Sr,ATES ot I" 

THE UNDER SECRETARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

February 18, 1970 

Mr. John D. Ehrlichman 
Assistant to the President for 

Domestic Affairs 
The White House 
Washington, D. C. 20500 

Dear John: 

Rail Passenger Service 

Attacl1ed is the sum1nary review of this problem which you 
requested at our meeting last week. I have discussed this at 
some length witl1 the Secretary and we are looking forward to 
getting a decision on this matter. · 

You suggested that if we got this o·ver by mid-week that a 
decision could p1 .. obably be reached by the middle of the following 
week. I will be in touch with you to see what we can set up in 
the way of a meeting on perhaps the 24th or 25th. 

The attached summary of the problem and the alternatives may 
well i1nply bias in favor of the ''rail pax'' alternative, although 
I am fast coming to the conclusion that one thing we probably 
need is another name. In fairness I do not think this is so 
much bias as it is an indication of how the analysis we conducted 
over the last several months lead us to the conclusion that this 
proposition, while undoubtedly less than perfect, is in our 
judgment the best course of action in the real world. In any case, 
I t.hink this summary does provide a platform for directly focusing 
the alternati ·ves before the Administration. 

Copy to: 
Honorable Robert P. Mayo 
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RAIL PASSENGER SERVICE 

A Review of Alter11ative s 
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I. THE RA .IL PASSENGER PROBLEM 

- - Deficits from intercity (i.e., non-comn1.uter) passenger operatio11s 
presently im1:,ose a se1·ious fi11a11cial b1.1rde11 on the 11ation's railroads, 
affec~ing their ability to provide high-quality, accident-free freight 

service. 

* This deficit totaled $205 million in 1968 (Exhibit A), or 
approxi1nately 35o/o of total railroad net income. 

,:, Historical data (Exhibit B) indicate that after i11itial imp1·ove1ne11t, 
by reason of heavy ''train-offs'' in the late 1950 1 s, the deficit l1as 
worsened in rece11t years as service has declined. 

- - Recent exp1·es sions of Cong1·es sional concern indicate that accelerated 
trai11-offs unde1· section 13a, \vhicl1 could event1.1ally reduce 01· eliminate 
this cleficit (by elir11.i11ati11g all or nearly all intercity 1·ail passe11ger 

- -

- -

- -

- -

service) a1·e unlil<.ely. 

On the contra1·y, l1ea1·ings in both Houses s11ggest that absent an 
Ad111.i11istration alte1·native, the Congress will probably enact either 
a la1·ge-scale Federal subsidy bill, or p1·oceclures designed to halt 

or slow do,V11 the 1·ecent t1·ai11-off t1·end. 

Rail1·oad management is almost 1.miversally opposed to remaining in 
the passe11ge1· busi11ess, witl1 or ,vithout subsidy. If they are required 
to stay in tl1e b1.1si11ess 1 they \Vant lOOo/o subsidy, nothing less. 

DOT studies sho\l: l that ir11.proved, restructured rail passenger service 
could make a maj 01·, positive co11tribution to better intercity transpor -
tation. (This is especially t1·1.1e as i11creas ed pop1.1lation and additional 
travel impose increasing congestion problems in the nation's heavily
traveled corrido1·s. It has been estin1.ated that by the end of this 
decade, n1.01·e tl1an 11.alf of the U.S. population \vill be located in three 
major co1·rido1·s: one in the Nortl1east, anot11e1· in Cal:i.forni,i, ·and the 

third in the Mid\ vest.} 

:i:c H':)\vcve1·, this proposition has not really been tested. 

Tl1ere is considerable Con gr es sional and press agitation to 11 do 

s01nething abol1t r ·ail service. 11 
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II. CRITERIA FOR EVALUATING FEDERAL INVOLVEMENT IN _A. R_A.IL 
PASSEl'JGER PROGRAM 

• 

-- A responsible program must relieve the railroads of the bl11·den of 
providing money-losing passenger service. (_A.t the same time it 
should recognize that the railroads p1·esently- have a statutory 
responsibility to provide passenger transportation SE:rvices.) 

- - Any action should minimize the impact on tl1e Federal budget. It 
sl1ould also substantially £01·eclose the risk that the Fede1·al Go·vern
ment will beco1ne pe1·mane11tly entangled i11 rail passengel" service. 
{Th e E"'ecle1·al role should probalJly be confined to providing the 
initiative to solving the p1·oblen1., leaving the ultin1.ate solutio11 to 
the test of the ma 1·ket place. ) 

-- Rail passe11ge1· service can play a valt1able role in intercity t,:ans
portation, but only if it is offe1·ed on a vastly imp, .·oved basis. This 
will require new equipme11t, new ma1·l,eting approaches, etc. To 
achieve these objectives a new e11vi1·onment must ·be c1·eated that 
will not be inJ1ibited by t1·aditional attitudes abol1t rail passenger 

--

• se-rv1ce. 

Passenger se1•\ rice sl1oulcl be p,.-ovidecl only in those mal"kets whel"e-
afte1· i11itial irrip1·oven1e11ts--there appears to be significant hope 
that it will becon1.e econo1nicall) ' self-sustaining in the neal" futur-e. 
(The objective sl1ot1ld be to make significant changes on a limited 
nt1n1ber of rot1tes, rathe1· than dissipati11g ft111ds on minor improve
ments £01· the 1nany existing uneconomic routes.} 

-- Any initiative pr-oposed by the Administration must be politically 
viable. It should be c1·edible, constitute a program that can be 
supported by the many members of Congress who are deeply con
cerned witl1 tJ1e isst1e, fiscally pl"udent, and consistent with the 
objectiv e of ft11·tl1ering cooperative private-pt1blic effo1·ts in meeting 

· national proble111s. 

• 
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III. THE ALTERNATIVES 

A. The Direct Fed e ral Subsidy Alternative 

What it would mean, ho\v it would work. Altl1ough this app1·oach cot1lcl 
take several forms, it is m .ost graphically po1·trayed i11 tl1e Ha1·tk e -Tydi11gs 
bill that is 110w av✓aitir1g final vote in the Senate Conune1·c e Com.mitt ee . This 
bill would r e quire the Secretary of Transportation to define a 1nini1 11.u1n rail 
passe11ge1· netwo1 ·k over wl1ich the 1·ail:roads \,,;ould b e obligated to p1~ov icle 
passenge1~ se1·vice. The Fede1·al Governm ent would subsidi z e the ra .il 1·oads 
in the a1nount of 80o/o of the associat e d passenger losses. Additional Fecle1·al 
funds would be provided to pt1rchase ne w rolli11g stock for lease to tl1e 1·ail
roads. This would p 1·obably be a pe1·n1.anent progran1., witl1 the 1·ail1·oacls 
continuing £01· ma11y yea1 .. s as partially subsidi z ed passe11g e1· op e 1·ato1·s. 

T,·anspor.t a tio11 and otl1 e 1· implications. The Ha-rtl<:e-Tydings st1bsicly 
approacl1 wot1ld l1ave a st1bsta11tial adverse imp a ct on tl1e Federal budget. 
In its first 4 y e a1·s, beginni1 1g in FY 71, tl1e p1·ogr a m ,v ould be authorizecl 
at a lev e l of $435 million. The long-te1·1n Federal outlays cot1ld be n1.uch 
higher if the p1·ogram is i11cle finit e in clt11·atio 11. "\.Vl1il e tl1e Fede,·al Govc1·n
me11t '\-VOt1ld tl1t1s st1stai 11 a heavy and conti11 t1ing fin a ncial bl1r den, the railroads 
wot1ld not be 1~elievecl of tl1eir fl1ll passenger d eficit. {The railroads would 
hav e to cove1· 20o/o of ope1·ati11g losses.) Mo1·eo v ei·, since th e responsibility 
for rail pas s e 11ge1· se1·vice \Vould 1· emai11 \Vith tl1e 1·ailroads- -which have 
made clea 1· thei1· lack of i11terest in this catego1·y of t1·ansportation--it is 
doul)tful wl1eth e 1· significa.11tly imp1·oved passenger service would in fact 

resl1lt. 

Public a11d political 1·eaction. The subsidy approach has substantial 
stlpport in tl1e Cong-ress, esp e cially i11 tl1.e Senate Commerce Cor i-unittee. 
In all likelil1oocl tl1e Hartke-Tydings st1bsid')r bill \1:.tould have been voted out 
by the Cornn1.itt e e ea1 ·lie1· i11 this session if an Adrninist1·ation proposal had 
not b e er1 a11ticipated. The 1·ailroad i11dl1st1·y has publicly suppo,·t e d the 
s·'libsidy a[)proach. T!1s subsidy- approach has aiso received considei:-able 

public s t11)po1· t. 

Evaluation. Th e stibsicly app-roach has ma11y serious deficiencies. It 
offers only li111ite<l lo11g-te1·m aid to the rail r oads. It is t1nlil~ely to in-ip:ro v e 
st 1bstantial1 .y the quality of rail s e 1·v·ice. It requi1·es la1·ge, contir1t1ing FecleJ·al 
Otltlays. It p1·obal)ly places no c e iling 01· te1·n1.i11al elate .on F e deral involv en-ient 
and 01 nits a test of the n1arketability of imp1·oved rail passenger se,·vice. 
Despite .... these object_ions, ho\v e ve~·, i_f th e Adrninistratio.11 off e rs no satisfacto 1•y 
sul)stilutc, tl1e subsidy approacl11s l1l,ely to 1Je acloptecl by tl1e Cong1·css, "vith 
strong, if not necessa1·ily entl1t1siastic, bi1)a1·tisa .n support. 
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Wl1at it means, what it would take. ''Free n1.aJ·ket'' 1·egulation 
would mea11 tl1e remo\ral -of ci.11 Go\ ' ernmental regulation ovei:- tl1e p1·0-
visio11 . of service. Presently the railroads are statt1torily obligated 

4 

to maintain pass e nger trains they are ope1·ating. Permission to 1'tr~in
off11 sucl1 se1 ~vice can be obtained from the ICC, but 011ly with a sl1ov-1ing 
tl1at a train is sustaining substantial losses and that its conti11uatio11 
is not 11.ecessary in tl1e public inter.est. A shift to a ''f r ee 1narket 11 

app1·oach wot1ld radically alter. this situation, making it possible £01· 

railroacls to dis co11.tint1e pas se11ger trai11s sim1)ly by gi vi11g notice and 
without review by a11.y regulatory agency. This v.rould call for far

reaching 11e\.v legislation. 

Transeo1· _tation and otl1er i1nplicatio11s. If the law \ver.e to be 
cl1a11ged so as to pe1·1--r1it the 1·ail J:oads to discontinue passenger trai11s 
unilate1·ally, there \Vot1ld be a wl1ol es ale aba11donme11t of st1ch se1·vice 
in a matter of weel,s. By the e11d of tl1is cal e 11da1· year it is probabl e 
tl1at ·ba1· e ly 1-:i1.ore than 100 tra .ins \1.rol..1ld be in service. Those that 
remained, only te 11.1po1·a1·iJ.,, i11 1nost instances, woulcl be concentr::i.ted 
i11 the N'e \.\' Y-01·l<:-Wasl1ingto11-Boston cor1·ido1·. Passe 11ge1· se-rvice 
wot1lcl ha\ ' e bee11 te1·minated i11 abo t1t 45 States. bnmediately after 
tl1e clisco11tint1a11ce of passenge1· t1·ai11 se1·vice tl1e railroads wot1ld 
adjust thei1· faciliti e s so that it 1nigl1t be p1·ohi .bitively expensive to 
reinstitute passe11ger ore1·ations at a futt1re date. For all p1·actical 
pt1rposes this app1·oach \,1 ot1ld r11ean the e11d of virtually all intercity 

pass e11ge ,· s E: r\ 1 ice in th e United States. 

Public and political 1·eactio11. Tl1e1·e is no discernible support in 
c

011
gress for tl1is app1·oacl1. It has ne\ ' er been legislati,rely proposed 

and its ad vocacy by tl1e i\dministration \\'Ot\ld not attract more than a 
very few st1pporters. Assurning that a bill inco, : porating this approach 
were to be introc1t1ced, tl1e likelihood tl1at it \VOttl.d ev·en be accorded 
Congression a l hea1·i11gs is sli 111.. Pl1blicly, it \\rould provoke inte11se 
criticisi 11: eclito1·ial opposition \\;01..1lcl con1e fro11-:i all sectio11s of the· 

country ancl f1·01n con1mt1nities of all sizes. 

Eval.t1atio11. This app1·oachJ tl1ougr1 i11t1·iguing, fails to consider 
the poter1tial of i111p1·ov e cl 1·ail pass e11ge1· ser\rice in meeting present 
and future national tr.a11spo1·tation r1eecls. Politically, its advocacy wotilcl 
be clifficult. The1-e is no pending p1·oposal of tl1is kind. To acco111plisl1. 
it, the Adn1ini s t1·atio11 \\,.oulcl ha \;e to offe1· an .cl c1efe11d it in the face of 

certain st1·ong op[)Osition. 



• 

• 
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C. Maintain the Status Quo: The Do-Nothi 11g -Approach 

What it would mean. This approach \vould involve no Federal 
legislatio11. The railroads v.,,·ould proceed with applicatio11s to dis -
conti11ue passe11ger trai11s, but wit11 the probability that as the nu1nbe1· 

5 

of trains is f1.1rther redu .ced the railroads probably would exp e rie11ce 
increased difficulty ancl delays in their abando11ment proceedings. 
Avoidable deficits in th e next 3 years alone co1.1ld be in the neighborhood 
of half a billion doll a rs. These large financial deficits would fu1·tl1er 
weake11 tl1e rail1·oads' ability to fina11ce capital improvements in thei1· 
f1·ei ght operatio11s. Under existing decisions, the rail1·oads would 
continue to let quality of s e1·vi ce dete1·iorate. 

Transpo1·taiion and other implications. Rail passenger service has 
already bee11 cut bacl ~ seve1·ely and provides the t1·aveling public \vitl1 
intercity t1·anspo1·tatio11 of dete1·iorating quality. To preserve the 
statl.1S quo is me1·ely to aggravate both of these co11ditions: less service, 

• 

poore1· c1uality. Any thougl1t of developing a quality ne\ v alternative to 
congest e d ai1· t1· a11spo1·tation would h av e to be forgoiten. 

Pub .lie a11d political reactio11. Very fe,:\; m embers of Congress, 
hardly anyo11e i11 the rail i11dustry, and practically no one in the media 
or gen e 1· al pl.1blic \yl10 ha .s eh-pr e ss e d concern abol.1t th e iss u e is co11tent 
'\\rith tl1e status ql.10. And £01· good reason: tl1e present situation is bad 
for the rail1·oads, bad for the traveling p1.1blic, and burde11some to the 
regulato1·s. While mai11te11ance of the status quo is, in a sense, the 
''easiest'' cou1·se to pl11·sue, it ,vould e11gender criticisrr1 that the 
Administ1·atio11 is 11ninterested in \vhat has beco1ne a topic of widespread 
public clis cus sion . 

• 

Evall.1atio11. The statl.1S quo approach provides no help for the 
rail1·oads, offers no imp1·ove1nent in inte1·city transportation, and 
is political~y u11at~1·acti v e. It is al_so li~ely that a veto of a Congressionally
approved alternative (e.g., a su1?s1cly bill) \.Vol.tl.d be necessary to 1naintain 
the status qt10. 
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D. The Moratorium and Study Alternati _~ 

What it would mean. Confronted wil.l ,. tl1e continuing decli11e in 
rail passenger· service in the U.S., sor11•.: people, including a nu.inber 
of Congress1nen, have urged that a mor :,torium on furthe1· discontinuances 
be i1nposed by law. It would run for a 1) 1 • riod of ti1ne of up to 3 years, 
a periocl in wlucl1 tl1e Federal Goverrrrn (.;1,t would conduct a large-scale 

study of the problem. The advocates of I ltis approach usually decla1·e 
that tl1e stt1dy would yield info1·1nation a11,I 1·ecommendations tl1at wo"l.1ld 
better e11able the Co11gress to devise an :, 1_>1)ropriate long-te1·1n respo11s e. 
A 1norato1·iu1n would require legislation. Administration st11Jport vvot.1ld 
eithe1· 1·equire su1Jpo1·t for one of the pe1 11 I i.11g bills 01· tl1e reco1nme11dation 
of a 11e\v proposa] . . Whe11 the stt1dy recci, 11.1nendatio11s were formulated, 
they \Vould probably necessitate the int1 · c1,I.L1ction of i111.pleme11ting 
legi slatio11. 

Trans1Jo1·tatio11 an .cl other in1.1Jlicatil !t•~~- This a1Jproach wotud 
impose a seriot1s l1ardsl1ip on the rail i111 lltst1·y since it vvould requi1·e 
th .e railroads to co11ti11ue cleficit-riclclen }'•ls senger t1·ain service at the 
prese11t t.1ne cor101nic level for tl1e clurati c.111 of tl1e n1.oratori1..1m. The 
cost to the 1--ailr·oacls wot1ld be at least $?.t)Q million annually. For tl1e 
travel .i11g pt1blic, t11e1·e would be no imp1· 1 •veme11t in rail passe11ger 
transpo1·tation. 1v1or eover, cl study is n f,f going to tell us much more 
tha11 we al1·eady k110\v \,\,i.thout n1.ajo1· (Fe(lt , 1·ally funded?) demonstrations. 

' 

Public and political reaction. For a 11tunber of Congressmen this 
app1~oach has a ce1·tain an1.ount of politic :-, t appeal. It does not, however, 
have t11e S\lPI)ort of the key Committee 11·1,·111.bers \Vho recognize that it 
d :oes not co11stitute a meaningfltl responst• to the problem. Postponement 
to a\.\'ait a study has virtt1ally no Congre ~·, ::ional saleability. The rail 
ind, 1stry \Vould, fo1· understa11dable 1·east,1\s, strongly oppose this 

approach. It offers no p1·ospect of a11y i111p1·ovements in rail passenger 
service, b"L1t it would appeal to those \Vl1Cl ,t1·e opposed to an·y· further 
decline in service. 

Evalt.1ation. vVhile the 1noratoritun/~:t.\.tdy approac11 would attract 
some sur ) porters in Cong1·ess, it rep1·e s <•1\ts essentially a postponement 
of the inevita 'ble at the exi)ens e of t11e ra .i I roads. Lac king any positive 
appeal, its so] e attractivcnes s is that it ;, t' for els an opportunity to del .a r 

· · f h t t· · y a dec1s1on or a s or· ·111:1.e. 

• . ·' ' . !il<!c• ~ 
~... • • ...,,.,1; • 

• 

• 
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E. The Regional Compact Alte1·native 

What it \v·ould mea11, ho\v it vvould work. Under this alte1·nati ve 
the future of intercity 1·ail passenge1· service \vould be left almost 
co11.1pJ.etel y in the hands of the States and local com1nunities, who 
coul.d form compacts or make other arrangements to subsidize such 
service as tl1ey deemed necessar)r• Under this approach the Fede1·al 
role woulc1 a1Jpear to be limit eel to the app1·oval of interstate compacts. 
In 1nost such pro1)osa].s it is ackno,vleclged, if not made explicit, that 
there ,vould 11.ave to be substantial Federal g1·a11ts to assist tl1e States 
and cities in ca1·1·ying out these undertakings. Some ha\re suggested 
that a grant 1)1·og1·am be established calling for the Federal Gover111ne11t 
to advance u1:> to two-tl1ircls of tl1e costs of capital equip1nent and 
improvements. The total clollar cost has never been meaningfully 

estimated. 

TransE01·tatio11 a11d otl1e1· im:elications. The nation\1/icle c1·eclibility 
of this approacl1 has not bee11 established. While a fe\v States have been . 
willing to 1.mcle1~\vrite pa1·t of the cost of 1·ail con1.1nuter service (\vith 
Fecle1·al ftmcls co11stituting the remainder of the I11oney) , this has not 
beer1 the case witl1 1·espect to intercity 1·ail service except in the 
Northeast. Most Sta ·tes are sin-iply 11ot fina11cially willing 01· capable 

• 

of becoming i11.volv·ed. To expect that they \Vould, at some future date, 
provide the fi11a11cial aid £01· i11te1·cit)r se1·vice implies an almost certai11 
} .... ecle1·al g1·a11t assistance p1·ogram. The dollar implications are unkno\:i:1n, 

but \VOl1lcl p1·obably be sizable. 

Public and political reactio11. This concept has not yet received 
significant attentio11 i11 the Congress, althougl1 several Senators h,tve 
proposec1 ''1·egional '' a.pproacl1es to va1·ious transportation problems, 
incl1.1ding 1Jasser1ge1 1 tr·ains. Fo1· comml1ter service the ''compact'' idea 
n1.ay have app e al, but it rerr1ains la1 1 gel> r specltlative as a near-term 
policy a].ternative for dealir1g \vitl1 the inte1·city~ rail passenger p1·oblem. 

' 

Evaluatio1.1. In a11y 1·ail passe11ger service program pr6v-isio11 
shollld be 1nade for the participatior1 of State a11d local gove1·1nnents. 
Ho'\veve1·, to 1·ely 011 tl1is a1)1:>1·oacl1. excll1sively 01· p1·i11cipally v1ould 
not be likely to solve tl1e basic 1)roble1n. 

.. -
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F. The Railpax Alternative 

What it would mean, hov✓ it \Vould work. A private-public 
co1·1)oratio11 (Railpax) is proposed. It would assume the p1·incipal 
obligation of offering improved intercity rail passenge1· service in 
the U.S. on a basic network established by the Secretary of Trans -
portatio11 (See Exl1ibit C). Railroads electing to pa1·ticipate i11 tl1e 
progran1. would be relieved of their passenger train obligations a11d 

8-

the co1·po1·ation '\vould ass1..1me these in exchange for a capital co11t1·ib1.1-
tion that V✓ould amount to approximately a current yea1· 1 s passen ge r 

· deficit. 'fh e Fede1·al fina11cial role would be limited to p1·ovic1ing the 
co1·poration '\vj_th $4 0 million in cash plus an additional $60 million in 
standby lo a n gua1·antees for equip1nent 1)u1·chases. '\Vith this i11itial 
capit a l Rai .lpax should be able to establisl1 n1.ode1·11, relatively high
s1)eed service that would emulate the Met1·oliners in the most p1·omisi11g 
cor1·iclo1· s . All otl1er ro1..1tes woulcl be equipped \.vith co11:1pletely reb1.1ilt 
ca1·s. Trains would be opc1·ated in corrido1·s a11d long-ha1..1.l routes 
serving more tl1a11 40 States and all regio1 1s of tl1e country. It is 
expected tl 1at tl1e co1·po1·ation would expe1·ience fir1ancial losses for 
about 3 yea1· s a11d tl1en beco1ne a self-s1.1 staini1 1g e11t e1·prise. 

Tr an S])O 1·ta tion and otl1er in1pli catio11s. As a new 01· ganization 
ori c11tccl cxclusive~y to passenge1· 011erations, \Vith substantial capital 
at its clisposal, Railpax could b1·ing to tl 1e t1·aveling public high-quality 
rc1il pass e11ge1· se1·vice. It ,vould b1·i11g effecti,re financial relief to the 
railroad inclust1·y, \.'ihile keeping the Federal budget implications do, 11n. 

Rot1tc miles vvould p1·obably be reduced from the 56,000 at present to 
ab out 20, 0 00 . Tl1e re is no great risk that the Federal Government \Voulcl 
becorr 1e }) er 111.a11en tly enta11gled i11 tl1e 1·ail passenger problem. The 
proJ Josa l vvot1ld p1·ovide a n1.eani 11gful test of improved rail service. 
There i s , of cou1·se, s01ne u11ce1·tainty that traditionally mone) r -losing 
train s can be macle p1·ofitable a11d the eco11on1ic prospects may not be 
a s favo1·able as DOT esti1nates. Railpax may be undercapitalized, 
though DO'f does not think so. A notable problem in placing Railpax 
rO'lttC.! S sol e ly on a p1·ofitability c1·iterion is that political p1·essure ma), 
be placed 011 tl1e co1·poration to continue t1neco11omic routes afte1· the 
ii 1itial test 1)c 1·iod. S01ne ha\re also urged that a profitability test is 110t 
sufficient and that a ''public need'' stanclarcl is necessa1·y. 

Publi c and political reactio11. Cong1·essional, edito1·ial, and public 
reactio1J to tl1e clcs criptions of tl1e l~ailpax proposal \vhicl1 ha \ r e appeai·ed 
in the pres s have bee11 gc11e1·ally favo1·able. Key rail exect1tives have 
generally found it a1)pealing. Re Congre ss ; it rcp1·ese11ts a program t11at 

• 

• 

I 

I 
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squarely add1·es s~s tl1e problem in a manner that is consistent with 
prudent fiscal management and t}1e general desi1·e to promote 
greater cooperation between the private and public secto.rs . It 
should be supportable by both parties. 

Evalua.tion. '"fhe Railpax proposal meets most of the relev-ant 
criteria . It can bring to tl1e traveling publ~c n1.odern train service. 
It v:.rill help the railroads . It minimizes the cost to the Federal 
Gove1·nment while redu.cing t11e risk of Federal e11tanglement in tl1e 
proble1n . It has public and political appeal . It does involve some 

-

9 

Federal expendi1..7.1.res in a program that ultimately may fail econon1.ically - -
DOT studies notwithsta11ding . No11etheles s, it appears to be a sound 
Federal i11vestme11t, all factors and all alter11atives considered . 
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Exhibit A, page 1 

IV . THE EXI-IT.BITS 

• 1968 Intercity Passenger Service Avoidable Deficit 
Corrected for Commuter Deficits 

Of the roads with substantial intercity operations, most do not have 
commuter operations . DOT estimates 1968 avoidable deficits for the 
non - commuter roads as follows: 

Carrier Avoidable Deficit 

ATSF1, $ 26.7 million 
D&RGl-J 2.3 
GN* 11.6 
GM&O 1. 6 
L&N 9.8 
MP~•~ 3 . 5 
N&\-J 6 .7 
NP 11 .7 
RF&P 1.3 
SCL* 19.3 
Sou,._ 14.9 
UP* 22.0 
l\TP 1.8 
SP&S 1 .8 -Total $133 .4 million 

. . . 

Two additional carriers, the IC and the C&O/B&O have commuter operations 
but the intercity .avoidable deficit has already been separated from the 
commuter - related deficit in the I CC avoidable cost study. The ICC 
estimated int ercity deficits (1968) were: 

B&O/C&O 
I.C. 

Tot a l 

$ 12.7 million 
7. 4 

$ 20.1 million 

The above reliably identif i es $153 . 5 million in net avoidable losses. 
The remainder of the total avoidable deficit is more difficult to 
separat e betw ee n ·intercity and commuter traffic . In order to approxima t e 
an appropriate allocation>DOT has id entified those roads with a high 
(75%), med~um (SO~) , and lo w (25%) ratio of long haul to total operat i ons. 
The following estimates are bas ed on these allocations: 

*Study carriers i n 
• 

. Passenger Service 
ICC, Investigation 
(July, 1969) . . 

• 

of Costs of Intercity Rai l 
-

• I -
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CBQ 
CMSP&P 
CRI&P 
GTW 
P.C. 
N.H. 
s. p. 

• 

Long l-Iaul 
% of Total 

High 
Med. 
Med. 
High 
~1ed. 
Med. 
rligh 

Fully Distributed 
. Deficit 

$23 . 7 million 
10.5 
10.6 

3 .4 
91.8 

8 . 0 
17.9 

-

Exhibit A , page 2 

Avoidable* Deficits 

Total Long-}laul Commuter 

13.0 9.8 3 . 2 
5.8 2.9 2 . 9 
5 .8 2.9 2 . 9 
1 .9 1 . 4 .5 

50.5 25.2 25 . 2 
4.4 2 . 2 2.2 
9 .8 7.4 2. L• 

51 . 9 39.2 

Based on these estimates, the total intercity deficit is about $153.5 
millj_on on roads without conu11uter service, or ivhere tl1e intercity deficit 
has been separate l y identified , and $51.9 million for carriers where 
there is uncertainty about tl1e allocation betiveen commuter and intercity 
def:i .cits. The most uncertain estimate is that for the Penn Central; 
because of tl1e higl1 portion of joint commuter/intercity costs for this 
carri er, only a detailed cost study could establish true losses on 
passeng er service, let alone losses on ~ecific types of passenger 
service such as corridor, long haul, or commuter. 

Surnn1ary 

.. 

Non- Commt1ter Roads, avoidable deficit 
Roads with Commuter Service 

- $133. L• million 

, 

-· - segregated intercity portion 
I . C.C. Study 

- - - segregated intercity portion 
D • 0 • T . Ana 1 )1 sis 

Total Intercity only avoidable loss 

*55% of Fully distributed deficit . 

' . 

-

-

-

20.1 

51 . 9 

$205 .4 million 

. . . 

...... 

1 1 
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HI STORIC PROFILE OF THE RAIL PASSENGER SERVICE DEFICIT 

Fully Distributed Deficit 

• 

55% of Fully Distributed Deficit* 

Solely Rel ated Deficit 

• • 
• • 

• • 
• • • • 

• • 
• • • • 

• • 
1961 

• • 

1962 
• • 

1963 1964 1965 1966 1967 1968 
1958 1959 1960 

*I n the ICC st~dy, Investigation of Costs of Intercity Rai l Passenger Service (July, 1969), 
the ratio of net avoidable losses t o ful l y distributed deficit for the eight st~dy carriers 

in 1968 was 55%. 
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HISTORIC PROFILE OF THE P~ IL PASSENGER SERVICE DEFICIT 
(Dollars in Thousands) 

• 

Fully Distributed 55% of Fully Distributed Solel y Relat ed 

$6]_0, 424 $335,733 $ 82,262 
543 , 820 299 , 101 37,815 
485,170 266,843 10,262 
408 , 208 224 , 514 (17 , 18l~) 
394,277 216 , 852 (12,383) 
398 , 875 219,381 8,787 
410,195 225,607 17,938 
4 20, 6l17 231,355 43 , 706 
399 , 645 219 , 805 30 ,942 
484 , 841 266,690 138,236 

• 

486 , 032 267,315 170 , 000 

Fig tir e s in par e nth e s es r e pres ent a ''negative deficit. 11 

I 

• 

. - - . 
• 

• 

• 

13 

.. ,•- -



- .. . 

• 

Exhibit C, page 1 

Possible Netwo1·k of Intercity Se1·vice ::: 

I. Most Likely Co1·ridor s 

Corridor 

A. New York-Buffalo 
B. Chicago -St. Louis 
C. Chicago-Twi11 Cities 

D. Cincinnati-Detroit 
E. Cincinnati-Cleveland 
F. L.A. - San Diego 
G. Chicago-Cleveland 
I-I. Chicago-Detroit 
I. Chica ,go-CiJ1cinnati 
J. Philadelpl1ia-Pittsbt11·gh 
K. Po1·tla11d-Seattle 

A. Ne\\' Yo1·l,- Washir1gto11 
B. N e\.v Yorl<-Bosto11 

II. Most Likely Lo11g-Haul Markets 

A. Chicago-Los Angeles · 
B. Chicago-Sa11 Francisco 
C. New Yo1·k-1Vlia1ni 
D. Chicago-S ea ttle 
E. Chicago-New 01·leans 
F. N e\v York- \Vashington-Cl1icago 
G. Chicago-Maimi (via Lo't1isv:i.lle 

and Nas:iville} 
H. Washington-New Orl eans 
I. Boston-Chica go 
J. Los A.11geles -Portland 
K. New 01·leans - Los Angeles 

Expected Financial Pe1·£01·mance 
( y-ea1· Fo1.1r) 

Ve1·y Profitable 
Breakeve11 
Possibly breakeven in pa1·t, 

Deficit in pa1·t 
Close to b1·eakeven 
Close to breal,even 
Close to b1· eal,even 
Small deficit 
Small deficit 
Deficit 
Substa11tial deficit 
Substantial deficit 

Uncertain, but probably favo1·a .ble 
Uncertain, but probably favorable 

Very p1·ofitable 
Profitable 
Breakeven 
Breakeven 
Breakeve11 
Close to br eakeven 
Close to breal,even 

Close to b r eake,ren 
Deficit 
Deficit 
Deficit 

Ill. Possible Cor1·iclor Co11ne ctors and F e ed e rs 
• 

_,.. 

A. Pittsburgh-Clev ·elancl 
B. Buffalo - Clevcla11 cl 
C. St. Louis-Kansas City 
D. Wa.shington-Ricl1mond 
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Exlti.bit C, page 2 

IV. 

V. 

Other Possible Corridors 

A. Chicago-Carbondale 
B . l-Iouston-Dallas/ Fo1·t Worth 

Other Possible Long-Haul Trains 

A. Chicago-Texas throught1·ain (ATSF . or MoPac) 
B. Pittsburgh-St. Louis 
C. Norfolk- Cincinnati 
D. (Chicago)-Memphis-Birmingham 
E. New 01·leans-Jacksonville 
F. Albany-Montreal 
G. Salt Lalce City-Portland 

• 
• 

I 

Note: These DOT estimates are based upon intercity ridership 
calc'l1latio11s and do not include corrunuters who ride a 
short dista11ce on the corridor route (e.g., on the Chicago
Twin Cities corridor all p1·oj ected riders originating or 
terminating at Chicago have at least Milwaukee as the other 
pou1t). 
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Exl1ibit D 

lrnpa~t of the Urban Mass Transportation Program 
on Intercity Rail Passenger Service 

1. In proposing the Urban Mass Transportation Assistance Act of 1969 the 
Department of Transportation sought $10.1 billion in funding mass 
transit improvements over the next 10 years. About 10% of this amount 
is expected to be used to aid railroad commuter operations. The 
question is, to what degree will this program for improven 1ent of 
c_ommu ter services be of benefit to intercity rail1·oad passenger 
operations. DOT' s conclusion is that the impact ,;.;rill be minor, 
indirect, and limited almost entirely to cities in the Northeast 
Corridor. 

2. Intercity rail service could benefit somewhat (or deficits could be 
reduced) from grant assistance for in1proved track and signals over a 
small part of the rigl1 t of ,;.;ray, and ''do\ vnto,;-1n'' stations. Only 
co111mu ter~ ,;.;ril 1. benefit f ram improven1ents in rolling stock, suburban 
stations, ancl eJ .ectrification. 

3. 

• 

A. The prepondera11ce of the approxim ately $1 billion ''tabbed" for 
co1nmuter rail operations is for the j_tems benefitting the commuter 
and not beuefitting intercity operations. 

B. Further, in1provements in track and signals that will be useable 
for botl1 co111n1uter and intercity service are proposed (in the 1v1ass 
Transportation program) only at New York and Philadelphia 
(including Trenton, Wilmington, and Harrisburg) and North Jersey. . . 

c. In sa 11 Franc~sco, con1mu ter rail service might be aided by mass 
transportation funds, . but intercity rail service probably will 
not use these same lines and stations in the future. 

D. In Chicago, the t,-10 largest commuter lines are North \.Jestern and 
Illinois Central, each using its own downtown station for this 
purpose. Union Station, the center of intercity rail passenger 
operatio11s (in the future, probably the only intercity station) 
is also a major con1n1t1ter station. Ho,-1ever U}1TA funds are not 
tabbed for any of its rehabilitation plans. 

E. In Boston and \.Jashingto11 (Union Station ,v-ill be in1proved as a 
part of Metro) only minor benefits of intercity service will 
result from Mass Transportat i on program improvements. , 

--In general, the Mass Transportation program funds will be sufficient 
to upgrade somewhat the guality of commuter rail service, but the 
impact on intercity rail passenger service will not be great. 

• • • 
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TI-IE v\7!-1 ITE HOUSE 

W A S H I !{ G T O ?l 

Fe 1Jrua1·y 20, 197 0 
, 

MEMORA .I\JDUl\1 FOR 

FROM: 

SUBJECT~ 

• 

JOI-IN D. EI-IRLICI-11\tfAN 

I-IENR Y C. CASI-IEN II 

Railv,ay Passe11ge1· Se1·vice 

I have receivecl and reviewed tl1e De1Ja .rt1ne11t of Transportatio11' s 
me1no1·a11(lt11n witl1 1·espect to tl1e captio11ecl subject a11d 1Jelieve 
tl1at it gi,res a fai1· eva.lt.1atio11 of the five alte1·natives discussed, 
witl1 ,L11 obviot1s prejt1dice to,varcl RAILPAX. However, tl1e questions 
1· aised at tl1e last n1.eeti11g \vitl1 Ji1n Beggs and Charlie Baker are 
still 11ot co1npletely a11svve 1·ed . 

Sec1·eta1·y Volpe l1as rece11tl>r had a great deal of pressure put on 
hi1n by Se11ators Mag11uson and Ha1·tke to con1.e forward V✓itl1 a 
positio11. Cons eque11tl)r, he is ptlshing very hard for a decision. 
Ge11e1·ally, tl1e1·e have bee11 st1·ong objectio11s a11d 1·igl1tfuJ.ly so 
agai11st RAILPJLX. Ho,'(.rever, no one has yet offe1·ed what tl1ey 
thinlc to be a saleable alte1·11ati,,e. "\1fhat DOT says with respect to 
f1·ee 111a1·ket (let tl1e 1·ailroads die by tl1eir O\.vn metl1od) is, I thi~~, 
a fai1· evalt1ation of the p1·obler11 \vit11 respect to repealling 
Sectio11 13 a of tl1e ICC. It see1ns to me that tl1e Department r1as 
11ot di1·ectly foct1sed 011 the ql1estion of the p1·ivate corporation 
witl1out Federal subsidy and only a Govern1nent loa11 guarantee. 
rfl1is is \vl1e1·e I come out as tl1e best alte1·native if you feel action 
n1t1st be tal<:e11. It seems to 1ne that we might be able to present 
this as requi1·i11g the rail1·oads to tal-:e the initiative to determine 
tl1ei1~ o,vn 1·ail syste1n, offer tl1e111 some gov-ern1ne11t assistance, 

• 

bt1t 11ot put a potentially pe1·r11a11ent hool~ i11to the budget. I \vould 
also do away with the 11ame RAILP_.l\.X \vl1ich has progressively 
becor11e associatecl with a . controversial idea and substitute something 
like ''Rail Passenge1~ Service A.ct'' or anything sir11ila1· to dismiss 
the concept that t11e Gover111nent is nationalizing tl1e railroads . 

. . 
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MEMORANDUM FOR JOI-IND . EHRLICHMAN 
Page 2 

• 

Harlow ' s office a.dvises that it is very questio11able whethe1~ 
a bill of this sort \1/0l1ld pass Congress but it would help to 
avoid the I--Iartl<.e- Subsidy .Bil l. 

The 1· e is 11otJ1ing st1·ilci11gl y r eveali11g or 11e-~, about tl1e five 
alternatives p1~ese11ted by DOT a11d I tl1in1, v,1ithout reviewi11g tl1e 
memo i11 detail, you cou l d l1igl1ligl1t the proble111s witl1 any 
one of tl1e positio11s presented . 

cc · Ken Cole / 
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.:J{ECU1'1 11,, ~ 
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·J/rt-/1j/&4Jt.,~/ $~ 
!~ -/1-y~Jtr~ N« ~~ 

. !-1t1P-11-~d-t_L;..i, 1t a.-1~ ... f#J; ,-"-
Tne :f'o~ ~ - 8!;' ou:r c~ t.e on Yn£ltn7 ieoretalrY J3egg9

1 

J:et ter ~ jr,..ft,,. -J' 
V$'e~ 18·, 19 ,o, eoa~l ll6 ra.J.l pasae ~ • ~e~. 4 1.1·· ,_. . . --~d.J;, 

_ -~One ·lttP-"ffS thlt jt rail:iroado ~e l.Qi11ng money <1.!i P9-$·lreOJJer &er"fFlce ·and'. 
• 1;lbat . ••"1-oa te d1t0.M'IJ.h£ae;. 'the quea tton :la ·whet.ee r th • Fetldr&l (Javer n 
:men:t :lfh0'\:l:1-i in-teJrvene to :revers e the 'tr ead , and, it so ., ta we ti me r:1ow. 

. :eaEt:tinol.ogy has , "IO e. l •.r ge e~ .µ;t , eM.rtak er1 -trbe rallr oada . Jl1g};r:t1aye and! , 
.avlat.i.®; UIJl~ aewer a:nt'!l i:oo;ft vel'.'sat11e. tee bnol.ogy, have t~lll'e d an , 

· .:Lnc•eaabslJ ' larae sldW«i a£ 'bhe t n-tmtc1 t;y "t:r1tvel: .marlt.et--. AB Ii _general 
· ma:twi"', tJl'e rt.1-11.~ :ahare of tot.al iate!" ei. t ;r- 't"Nve l. has show a. ae cul.e.r 

tren d in th e po st WWII peri od . I n a Qense, the s i t11at i on i s s.naJ.OgGue to 
.. li11en t he n:llr-oad.i3 J"Ql.a,e ·et ~ tile • ~ - ~o 

~ llilJk~s fau baai:c ar~1• 1n t~ af F~AX , whi ch we bel i e,.e ~ e 
not suppor t ed bli' their own anal ysi s: 

1 . . 1.- · I.! . · a.a. 1ltp - ;,re .· _ . .' _ •~ - ·: .lil our vLfN ,a1"" ~-
lUl ~ qt:ld .u .. · Ula 'De ·er~t ts noti aAe.fll,e:'te.J.3, 3eatifted. 'Ike 
~t d .-t(ha ~tnlent ·' s &r¼J}flllent -is the~ SAP:tP• will kel.1J ~ -
-.~st!IQB h hMvily tPa:~led •OJJTido.na -.. ~ :, ~■Sbeade a90~ - f'a!' 
QIIJ~ l -- &t wtll, ~l tatera -i t¥ pasaen g«r Pd lee.. umier 00! ' s P' . ·. , \ftte 
rai1PMlil1l WOQi:4 aeeenn.-t ~or eff.A lces:s.. 'Ike curi'"fmrt ~ PHJ,1Se~ ! tasdrm · 

. ®t•:lde -the ~--' eorr ·!ilor, 1fafU..d be re4 .-:eed w, :tOO, a-•. ·fflle yree'tin 't 
· i.i:1 m1,ll.ian ,vm.wJ: fll1l pear1e11;ger ~ ~d he · r~ t;o 4 ml 1 i~ .- 'h 
·•~d. be~ -taa'ti at.out 9# 8~ ~wn.e. C~" 2,00 popu1&-U.OD. (a1l but 29 
town•) noll n:rved by rail paoae ag.er aerrtc ·e .&Lso have 1.nterc .1 t y bliS 8a'Vlee . 

• •• 

, ' . -
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2. 

3. ~n~.f:!. ~AX.i tp.~ _ GovertiB!_et?-t. 'I! ~;t;.e. w9)lld,. b_e c~;'AJJ l ir~_s,,<?ril?e~: 
'Fhe history of the Federal Government• s aimi] .ar interventions to s-ub,sidi ze 
pri ve.te industry does not support thie concept. The pervasi vei-iess o.f 
bureaucratic motivations, special congress1ona1 and l;usiness i :t1terests , and 
availa.bi~lt ::V o~ general revenueG aJ) werk to getrter tow~d ine-.reasin. g Fedm .. al 
invGlvem.en't over tirae. 

' 

I .n 0'ttr view , liiAill~X would bea-Gme a :f·oot in the c&©or .for continu.ed and 
increasin g Fed..era .l subsidy. Congressional pressure most likely -would pr-event 
the Depax-tmen·t:. fr ·om reducin g ·t~a:lne to the proposed basic 1 .. ail passeng .er 
net-~rk . and 'the iAl.LJi>AX Corpora:t,ion from furth .er reducing tJnj)rQfi ta ble trai11s 
at la later ds:t:e. . 

4. -~~m~lr,~ ·~A~ W£3~(l__h~-y:~ ~o __ eit9:lif.icent __ !!!£~c~ _on. cr~p~ t~~~
po,~t:S:.':? ~n 'tnE)des : •!)Of' s pape_r is ~il -~nt .on th1 ·s aspec ·t. Hi,,-1eve1' ~ both btl.Ses 

0 

and air:li11:es could ble affe .cted. Bus contJJ·arJ.ies -would have stro ng gr ound-s tor 
:reqll.es-"bing Fedel."a).. :i'1nanoi43.l asaist&nc.e to -compete l-1i .. Gh the subaicti .zed r1;3.il 
pasva'enger s·ervic -e. In ·.all of the eleven intercity corridors slated for rail 
service, there exiete local serv-1.ce air l ine ·s r~cei vin g Federal s1 .. 1b sidy . The 
poffl61b11i ·-ty that RADJPMC \~111 d:1v>ert p·a•Gse11ger.s from t lii.:s o:iargir1aJ. operation 
would n.eeee sit-,et.e · l,atr_ge_r eubs!d1e& to tl10se airlines, yet , the policy of · t h is 
Adnd:nietrati.oo is o~e of red~ctiotl of ,airlitle subsidy. 

M ,ILP!X, instead o:r actin -g to correct nlB.rket imperfections, may, in fa.et, 
1·etard tsnbsti ·tutiot1 of more e.eonomic techniques. F.AILPAX in e1'f ect ·may be 
a o.cstly poatpru1 .enumt of" tl1e in .evita.ble .. 

• 
Furthermore, stibsidy to rai11~oads would run counter to this .Adroinistrati.on' s 
approach to financin g of transportation prop;rams--that is, the b eneficiaries 
of Feder ·al service s.hould pay the ir fair share of t he costs . Uri .... d~lyir1g 
the nev1 airways/ a.i:l"J)orte le gislation is a compensat.in g increase in usser 
·taxoe. Tr1-e Federal-aid higl1way p-i--ogram is f'ul1y funded through gasol ine a.nd 
other user-related t&}!es. 'f·he heavy socia -1 over head and l.ack of viable 
alte -rruatives matte user char se s inappropriate Tor the ne<W 1:ia.s-s transit program; 
11ow-ever, sirni.lar conditions do not ·ei...:ist f or 1~l paesenger service. In 
1·act , i.mtl.er the Dar' proposal this wollld clearly c-e a sit 11ation of bener 1ts 
for fe l~--t _fL-xation for al 1.. . 

In t l1e fi _na.l ans.lyB!e Dor 1 s principal ar gument i _n favor of' BA1IJ>AX is that 
it ''mak,e,s good politi .c,al sense .. tt Th.is ~ leav~ to the analy11is and judgment 
of et hers . BoweYer , ia our view tbe polities of tl-ie situation -w-oul.d have to 
be overwl1.elming to offset the substantive e_rguments cited above. 

we :raV(l)t< the 11free mar1tet ~J>pr-oa,ch 1
·
1 

which i& one of the alternatives i.n DCO!'s 
pa.per.. Uno.er this ajlptr®eh inte~city pa:saen.ge~· service ci.iec ·aatinu.a1l0es -would 
be .all.owed 1....'1}0.tl some appropriate notice to I-CC ; euct1 a:s SO days . ~o:fi tab.le 
r •Ott'tes vtould 'be retained ·oy the railro.a ,ds • !fo:t-a.l in~eTci ty tra .vel =wo1:.u.d not 
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be reduced (b-us end a1r 1:iOu.ld. absorb disconti nued rail :ride1'sniJ?).. The 
efi'1ciency of the total -tN•n -g0rtittion _ ·e3e-tem \iOuld be incr e,t-sed . To our 
vie'\i, the RAILP AX fQ';lPrl.'.ll.lcll oou:La lea d eventuall y ·t.o the same end r-esul t 
ElG the .free m11rltet sJ:tern.at.ive --a fe11 yea:rs ari.d man:y Fede ral dollu,s later . 

If' : on tl10 othe r hand, tlie Pr esident believes that somet hing special s hould 
b~ .~on~. for ~il l'>aa~e~g~r -~~e . ~t t his time:, we recommend tne all -pri w .te 
·Jltlf!\S ~ca-e h di.seu$11ed at ov ~ meetiug v it i1 DOI' on this s ubjc <!i:.
This approach ,1as not include d as an alternative in the oor paper. U11der 
'tb.i&".l(Pp.roaeh

1 
there itJOUii! l,.e_.}lb dire ct F-ederal invol t-enwAt o:t~ budget i m .... 

-pg.ct.. Ae in DO?' .s proposal J :fi.nanc~ W-.:J"11d come froa :t1!i lraad stavi nge 
. :i!• . ~ , 1'rfia di~ «:-~~~~au~ ~ . ~•~ij+t~ · ~~e 1>6si7 •~s~ to . PO ea~ite bed. 
l>y DQr .. U netided to &~111 11cc~'J;QJ1.ce, Ped.era.I. l,oen guare ..nt.ees could be 

l .. . ' 

gi ven initially to Gl1:&T1S sOIDC·~,.>f th ~ ris k . 

An e.ll-pi ·ivn te Rm.AX minimi i.e-s Fed eral involvemea·c and bud6et ~t; 
;·prt>,t!i'09 # e&:ter irurulattcn , te ~-~ w eontblUe - , . uUe ·tr.a i .ns 
end olindnates the threat of eont i roJ.ed Fed~"aJ. subsidy. 
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MEMORANDUM 

THE WHITE HOUSE 

WASHING TOH 

February 25, 1970 

MEMORANDUM TO JOHN EHRLICHMAN 

FROM: 

SUBJECT: 

CHUCK COLSON 

ACTION MEMORANDUM RE RAlLWAY PASSENGER 
SERVICE - Log 3092 

In response to your request, I concur with the Bureau of the Budget 

that we should submit a Railpax proposal without federal funding and 
• 

at t l1.e same time call upon tl1e railroads to improve service or 

terminate it. 

' ' 
' 
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MARCH 1, 1970 

iFOJl HEN!t Y CASHEN 

I. b&.-e reviewed the rallpa,z prepoa&l urefully and have asked 
for &ddltional information frm11 D-oT. 

Meantime, would you plea•• meet with one or mGre representatives 
of th• lntluat•r •• ,•• ·• wlt&t ta.Lr tru deal.Ji .. are t 

Paul Mar•t.&11 rmah1 be a pod"'•• to atal't with. H:e'• very low 
key and very lrt■1■4ly •• ,,._ w.a, den·, ,. •us1••• tit Mm ancl 
you ■ncl he ma•t wi'11.out ••r: lrtlun.-y np,M•t11tt1t~e• ~ 
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• 
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THE WHITE HOUSE 

WA SHI N GTON 

March 2, 1970 

MEMORANDUM FOR THE PRESIDENT 

THE PROBLEM 

1 .•• -: 7 ~ !?' 1, ll "1"' ! I f 11111! 
~,~ .;.!. I!,.,, '41 g ft ft ~ 

/~~ 
8E ~-;Z 
F~~6-~ 
~&c£ ~ 
,L£ 

Il'-JFORMA TION 

Status of DoT's Rail 
Passenger Service Proposals 

The Senate Cormnerce Corn.mittee threatens to report out a bill 
providing for 1000/o subsidy of rail passenger service deficits. The 
railroads are in serious difficulty because the ICC insists on their 
operating thei1· rail passe11ger service. 

The Senate Connnerce Committee has requested Secretary Volpe to 
come up with an alternative. Under Secretary Paul Cherington proposed 
a ,)f-railpax'', a consortiu1n of railroads operating a passenger service 
over reduced routes with the Federal government subsidizing the 
operation and guaranteeing the equipment loans. 

Several written and oral presentations have been made to us by the 
D e partment of Transportation and, in each case, we have requested 
additional justifLcation and infor1nation. 

The final written subnrission came over last ,veek and I have now 
written S e c1·etary Volpe for additional information. 

You may be talking to the Secretary in the course of the next week or 
so. He is asking for an appointrnent with you to discuss this matter. 
He feels under some pressure from the Senate to come up with 
an alternative. However, his staff ,vork has been quite mediocre and 
incomplete and we will continue to press for a satisfactory submission 
before we move the matter to you. 

At this writing it would appear that the Federal government should not 
get involved in this. If the Senate acts on some kind of a lOOo/o subsidy 
proposal, we will probably recommend to you that you veto it. 

John 

- - -
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MEMORANDUM FOR 

SUBJECT: 

.. I 

T H E W HITE HOU SE 

WA S H I N G TO N 

March 4, 1970 

THE PRESIDENT 

Meeting with Secretary Volpe 
March 5, 1970 
3:30 p .m. 

• • 

The two subjects which Secretary Volpe has indicated a desire 
to disc µss are (1) :i;ai ,lway :ea~§~ll~ r service and (2) 'i 'transfer 
of the XElec t ronic ~ ~~searc~ Center in Cambridge, Massachusetts, . ~ . 
to th ~ -.P~l?-artment _ O! Tra~§>portation. , 

1. RAILWAY PASSENGER SERVICE 

(a) The Railpax proposal of DOT; background . 
Secretary Volpe strongly sup ports the concept the Department of 
Transportation refers to as ,rRAILPAX'' as the Administration's 
position with respect to the future of rail passenger service. 

• 

In summary, the Department of Transportation proposes a corpor 
ation chartered by the Federal Government (RAILPAX) with stock 
owned by the railroads and the public authorized to take owner 
ship of and operate certain rail passenger lines offered by the 
railroads in return for stock in the corporation. Fares, routes 
and services would be regulated by the corporation and be taken 
out of the jurisdiction of the ICC. The corporation would be 
totally funded for the first three years by its operating revenues 
and payments on the part of the railroads equal to some portion 
of the loss avoided by discontinuing the losing rail lines . At 
the end of the three year initial operating period, stock would 
be offered to the public. The amount of Federal subsidy involved 
in this program \vould be $40 million over a four-year period, 
plus $60 million in long term Federally insured loans . 

(b) Other Agencies Oppose Railpax f"o 
This proposal has been met with mild ~nd strong opposition from 
the Bureau of the Budget, the Council of Economic Advisers, the 
ICC, and the Department of Labor. However, Secretary Volpe is 
under strong pressure from the Senate Commerce Committee to put 
forth an Administration position with respect to rail passenger 
service. Accordingly, he is pushing for endorsement of the 
Department's proposal. 
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Page 2 

(c) The Industry View 
The railroad industry actively supports either the rioht to 
discontinue rail passenger service, or 100% subsidy, by the 
Federal Government, of their losses. The industry mildly 
supports Secretary Volpe's proposal. 

(d) The Issue Needs More Work 

' 

I have requested additional information with respect to the 
concept of a private corporation without Federal subsidy and 
only a minimum loan guaranty. The Department is in the process 
of providing this information. The Department of Transportation 
staff work on this proposal has been poor. I do not believe 
that any commitment can be made to Secretary Volpe (at this 
time) with respect to the Administration position on rail pas
senger service. The serious problem of the industry should be 
acknowledged and an indication made to Secretary Volpe that 
every effort will be made to reach an Administration position 
on this question. In general, this meeting will give Secretary 
Volpe the opportunity to argue in favor of his proposal. 

Attached as Tab (A) are two memorandums, the first relating to 
the possible options, and the second providing background and 
present status with respect to rail passenger service. 

(e) Recommendation: No decision at this time. 

2. TRANSFER OF ELECTRONICS RESEARCH CENTER (Cambridge, Mass.) 
TO THE DEP ART:t-1ENT OF TRANSPORTATION 

(a) Background 
This ne,;,1 laboratory facility had just been completed at the time 

• 
' 

• • 

when budget decisions made it necessary for NASA to announce 
that it ,;vould be phased out. Governor Sargent of r1assachusetts 
appealed to you on this matter and his representatives and the 
representatives of the city of Cambridge have discussed the matter 
with Dr. DuBridge. It has also been discussed with the various 
members of the scientific community and business community in 
and around the Boston area and with various other agencies which 
might find use for this excellent laboratory. 

The ERC was built at a cost of $36 million, not including $10 
million of HUD funds used to clear the land of 100 or so small 
business and industrial firms and not counting the $20 million 
invested in special equipment for the laboratory. Although the 
building itself is new, NASA has been recruiting scientists to 

.. - ., 

• . -
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Page 3 

work in temporary quarters and has, in fact, assembled a very 
high quality group of scientists and engineers, expert in such 
fields as electronics, air traffic control aeronautics and , 
other subjects. The operating cost for the laboratory once 
fully occupied would be on the order of SlS to S20 million a 

' ' year. 

After a thorough investigation the Department of Transportation 
has requested that it be allowed to acquire this laboratory for 
an extensive research program in the field of air traffic con
trol and associated problems in electronics, aeronautics, and 
other problems in the field of transportation. DOT can do this 
by reprogramming funds within its presently planned fiscal 1971 
budget. 

(b) RecomnEndation: No decision until BOB report is received. 

A position paper will be received by the end of the week, signed 
by Dr. DuBridge and Director Mayo indicating a firm position 
,vitl1 respect to a recommendation on the transfer. From my 
conversations with Dr. DuBridge, I believe that if the Department 
can account for tl1e transfer and the future administration of the 
Center without an increase in its budget, then a recommendation 
to accomplish such transfer will probably be advisable. However, 
a commitment should not be made to Secretary Volpe until the 
above-mentioned report has been re v iewed. Pat Moynihan recom
mends tl1e transfer. His memorandum is attached at Tab (B). 

John Ehrl"chman 

' ... . -· 
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• • 
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MEMOI {Ai'-JDUM FOR 
• 
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As >'Oll r e que ste d., I 1nct fo1· son :1e l cn .g t l1 of tj1ne \vit l1 Pal1ll 
J\1a1·sl1c tll c.0 11c c 1·11ing hi s t)1ol1gl1ts aJ1d fceli11gs on RAJLP AX . 
Th e 1)oi11ts of consi(lc1 ·atio11 \1111ic11 1·cst 1ltecl fro1n tl1i s 1n e eti11g 
and v1l1i c 11 I l) e lieve 1nigl1t b e of i11tc1·(:st to you 2.1-e as fol l o,l.1s : 

(1) 11J1e i nd .u.s i1·y i s stil l fi1 ·I11i)r i 11 fct",ro1· of ei tl1e1· 100 °/o s11bsidy 
(by tl1 e Go ,1(:1·111r1c11t) of its l o s s es , 01· t11e e as )r ctva il a bili t:y tc) 

dis c o11ti11ue 1·ail J)asse il( {81· s erv "i c e. 

(2 ) '1~11e i11clL1s i:1·>, \\,,ili 1101: Stll)})Ort , at tl1is t i1nc , th8 Hartl -:e bill 

an cl \,rill lol :i1) )r l1a1·d £01· aJY1er:1dr11.er1t s 1· eqt1 i:r i11g 100 °/o su1J s icly . 

(3) P1 ·esc}11tly , tl1c 11.1ost dise1 1cl1 a 11.ti11g poi1 1t oI R_AIJ...JP AX as fa1· 

a s t11e i 1~cll1s t1·y i s r:0 11c:e1·11ecl rel 3.tes to tl1 e fact tl1ctt t1.1ey ·do 11ot . 
b el ·j eve tl1at it ca11 fj11a11ci all) r , ,,orl<: bas e d upo1 -1 the prciposed . 

I 

f in a nci ~l forr11.ula sl1ppo1 ·ti r1g R.A~ILPA-X . . Tl 1e y believ-e it is a 

so1-i1.c,)1l1at i11ge11iot 1s i de ?. a11d 1)1·ese1 1t s i11te r e sting co r1cep ts. 
I-IO\\'e v e1· , P ai..111 i11dic atcs ti1at t]1e1·e is a 1·ather stro 11g pe ssi1ni s1n 

t11at it cc1.11 su 1·vi ·vc fi ;1anc i a.ll")r . 

• 
(4 ) It is tl1c gc11e r a l co 11~:e11s11s cll1'1011g the i ndustry tr 1at as lo ng as 
rail p asseTl g e1· se1 ·, 1 ice conti1 1ues u11(1er it s prese11t stcltl. 1s and 
co11.ditions , t11e fi1 1a.ncic1 ,l co 11clitio 11 a11d quality of ser-. rice \\1 il l 
d epr eciate a t Ztl1 ev en rno1·e 1·api d 1-a te a1)d eventua. 11")' c a t1se 
mi..1ch 111.orc se1· i otts d a1-i1.agc to £1·ei gl1t se rvic e a11d cfficier1c>r· 

Tl1e i11dL1stry has for so 1nany ,re a r s tal ~en a hard positio11 t11at 
rail pas~ ~c11gcr ~cr\ricc i s a disaste r a11d it is difficult for tl1ern 
at this time to t1.11·n a1·ou11d and Sl1ppo1· t a bill calli11g for co11tir1l1ed 

ser vice . I-Io·-.,,e\,.er , as rnucl1 a.s t11e industry c..,bjects , wher1 giv·en 

• 

• 

l 

' 

I 
t 

1 
• I 

' I 
' I 
I 

I 

' J 

l 
' 

I 
I 
f 

' ' 

I 
i 
I 
l 
• 
' 



• 

Page 2 
• 

th e a lt er11a.tive s, Paull feels that the1-e would be support 
£01" a l=:t.AILPAX idea wl1icl1 \vould easily allo\,.r a good percentage 
of p asse11ge1· t1·air1s to discontinue with tl1e future possibility 
that if conditio r1s co11tinue --.:vitl101.1t imp1·oveme11t, t11e11, after a 
give11 pe1·iod of yea1 ·s the e11ti1·e service migl1t be able to 
cli s co 11ti111.1e. 

• 

111 geI1e1·al, I b e lie ve that Pa, u ll v..rould fall back to a 
positio11 '\vhicl 1 v1ould not 1:eqt1 i1·e Federc tl sGbsicly but wot1l<l 
atte1npt to set UJJ an a l rr1o st comr>lete l y l)riv ·a~e corporatio11 
witl1 Federal ass ist a11ce £1·01n. tl1e Federal Gover111ne11t on l y 
t]1ro l1gl1 l~•'eclc1· a lly guaraJ1tecd lo a11.s, as ,vell as direct Fede1·al 
time lo a 11s. 1~11e tl 101.1ght l1ere is tl1at in fou1· yea1 · s if the 
r ai l1· oads a1·e sti ll losi 11g a s1.1bsta11tial amount of n1.one>,, tl1e 
disco11ti11u a11ce car1 be 1·el at i, re ly eci,sy . 
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